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This Official Statement does not constitute an offering of any securities other than the Series 2001-A
Warrants specifically offered hereby. No dealer, broker, salesman or other person has been authorized by the
County or the Underwritersto give any information or to make any representations, other than those contained
in this Official Statement, and, if given or made, such other information or representations must not berelied
upon or deemed to have been authorized by any of the foregoing named parties. Certain information contained
herein has been obtained from the County and other sources that are believed to be reliable, but it is not
guaranteed asto accuracy or completeness, and it isnot to be construed to be the representation of the County
or of the Underwriters. Neither the delivery of this Official Statement nor any sale made hereunder shall,
under any circumstances, create any implication that there has been no change in the affairs of the parties
referred to above since the date hereof. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy nor shall there be any sales of the Series 2001-A Warrants by any person in any
jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale.

Certain statements contained in this Official Statement, including, without limitation, statements
containing the words "believes', "anticipates’, "expects’, and words of similar import, constitute "forward-
looking" statements within the meaning of the Private Securities Litigation Reform Act of 1995. Such
forward-looking statementsinvolve known and unknown risks, uncertainties and other factorsthat may cause
the actual results, performance or achievements of the County or the System to be materially different from any
future results, performance or achievements expressed or implied by such forward-looking statements. Such
factorsinclude, among others, thefollowing: (i) the ability of the County to properly coordinate and monitor a
sewer improvement program that is substantially larger and more complex than any program the County has
previoudly undertaken; (ii) the availability of an adequate pool of qualified contractors to implement the
program, (iii) theinflationary environment with respect to the costs of labor and supplies needed to implement
the program, (iv) weather conditionsthat could adversaly affect construction schedules, (v) population trends
and political and economic developmentsin the service areain which the System operatesthat could adversely
impact the collection of System Revenues; (vi) the willingness of the U.S. Justice Department and the
Environmenta Protection Agency to cooperate with respect to various issues that may arise as the County
implementsitsremedia plan, (vii) the possibility of new environmental legidation or regulations affecting the
System, (viii) unanticipated costs or potential modifications to the County=s sanitary sewer capital
improvement program resulting from requirements and limitations imposed by environmental laws and
regulations and (ix) the inherent uncertainty involved in a capital improvement project of the magnitude
undertaken by the County. Given these uncertainties, prospective investors are cautioned not to place undue
reliance on such forward-looking statements. The County disclaimsany obligation to update any such factors
or to publicly announce the results of any revision to any of the forward-looking statements contained herein to
reflect future events or developments.

In connection with this offering, the Underwriters may over-allot or effect transactionswhich stabilize
or maintain the market price of the Series 2001-A Warrants offered hereby at alevel above that which might
otherwise prevail in the open market, and such stabilizing, if commenced, may be discontinued at any time.
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OFFICIAL STATEMENT
Regarding

$275,000,000
JEFFERSON COUNTY, ALABAMA
Sewer Revenue Capital Improvement Warrants,
Series 2001-A

INTRODUCTION

This Official Statement isbeing furnished in connection with the issuance of the warrantsreferred to
above (the " Series 2001-A Warrants") by Jefferson County, Alabama (the "County™). The County owns and
operates asanitary sewer system (the " System"), whichislocated in the County and certain contiguousterritory
in Shelby County and St. Clair County. The Series 2001-A Warrants will be issued pursuant to that certain
Trust Indenture dated as of February 1, 1997 (the "Original Indenture") between the County and The Bank of
New York (as successor to AmSouth Bank of Alabama) (the "Trustee"), as supplemented by (i) the First
Supplemental Indenture dated as of March 1, 1997 (the "First Supplementa Indenture"), (ii) the Second
Supplemental Indenture dated as of March 1, 1999 (the " Second Supplemental Indenture” and (iii) the Third
Supplemental Indenture dated as of March 1, 2001 (the AThird Supplemental Indenture@. The Original
Indenture, as supplemented by the First Supplemental Indenture, the Second Supplemental Indenture and the
Third Supplemental Indenture, is collectively referred to herein as the "Indenture”.

The Series 2001-A Warrants are being issued for the purpose of (i) providing a portion of thefundsto
upgrade the System in accordance with the Consent Decree referred to herein (see "LITIGATION - The
Consent Decree"), (ii) making other improvements to the System as part of the County's ongoing capital
improvement program, and (iii) paying the costs of issuing the Series 2001-A Warrants.

The Series 2001-A Warrantswill not constitute general obligations of or acharge against the general
credit or taxing power of the State of Alabama, the County or any other political subdivision of the State of
Alabama. The Series 2001-A Warrants will be limited obligations of the County payable solely out of and
secured by a pledge and assignment of the revenues from the System (other than tax revenuesthat are received
by the County) remaining after payment of operating expenses (the"Pledged Revenues'). Under the Indenture,
the pledge of the Pledged Revenuesin favor of the Series 2001-A Warrantswill be on aparity with the pledge
thereof in favor of (a) certain outstanding obligations of the County issued in calendar year 1997 (collectively,
the "Series 1997 Warrants'), which consist of (i) the Sewer Revenue Refunding Warrants, Series 1997-A,
dated February 1, 1997, which are outstanding in the aggregate principal amount of $211,040,000, (ii) the
Taxable Sewer Revenue Refunding Warrants, Series 1997-B, dated February 1, 1997, which are outstanding in
the aggregate principal amount of $16,905,000, (iii) the Taxable Sewer Revenue Refunding Warrants, Series
1997-C, dated February 15, 1997, which are outstanding in the aggregate principal amount of $44,215,000 and
(iv) the Sewer Revenue Warrants, Series 1997-D, which are outstanding in the aggregate principal amount of
$296,395,000, and (b) the County=s Sewer Revenue Capital Improvement Warrants, Series 1999-A, dated
March 1, 1999, which are outstanding in the aggregate principal amount of $952,695,000 (the" Series 1999-A
Warrants'). See"SECURITY AND SOURCE OF PAYMENT".



Payment of the principal of and interest on the Series 2001-A Warrantswhen duewill beinsured by a
municipal bond insurance policy to be issued by Financia Guaranty Insurance Company ("Financial
Guaranty") simultaneoudly with the delivery of the Series 2001-A Warrants. See"THE MUNICIPAL BOND
INSURANCE AND RESERVE FUND POLICIES - The Municipal Bond Insurance Policy".

The Series 2001-A Warrants are subject to optional and mandatory redemption as described in the
Indenture. See"DESCRIPTION OF THE SERIES 2001-A WARRANTS - Redemption”.

Following the issuance of the Series 2001-A Warrants, the County will have no outstanding sewer
revenue indebtedness other than the Series 2001-A Warrants, the Series 1999-A Warrants and the Series 1997
Warrants. See "SECURITY AND SOURCE OF PAYMENT", "THE PLAN OF FINANCING" and
"OUTSTANDING DEBT". The County has reserved the right in the Indenture to issue additional parity
securities payable from and secured by a pledge of the Pledged Revenues on a parity of lien with the Series
2001-A Warrants, the Series 1999-A Warrants and the Series 1997 Warrants, subject to the terms and
conditions of the Indenture. See"Appendix A - SUMMARY OF THE INDENTURE".

Neither thedelivery of this Officia Statement nor any sale made hereunder impliesthat there hasbeen
no change with respect to the System or the County at any time subsequent to the date hereof. The County has
covenanted to undertake certain continuing disclosure pursuant to Rule 15c2-12 of the Securities and
Exchange Commission. See"CONTINUING DISCLOSURE".

For further information contact Steve Sayler, Director of Finance, Jefferson County, Suite 810, County
Courthouse, 716 Richard Arrington Jr. Boulevard North, Birmingham, Alabama 35203 (telephone (205) 325-
5055).

GLOSSARY OF TERMSUSED IN OFFICIAL STATEMENT

Certain capitalized terms used frequently in this Official Statement are defined in this section of the
Official Statement. In addition, certain capitalized termsused in this Official Statement and not defined in this
section are defined in Appendix A - "SUMMARY OF THE INDENTURE".

"Additional Parity Securities’ means additional bonds, warrants or other obligations secured on a
parity of lien with the Series 1997 Warrants, the Series 1999-A Warrants and the Series 2001-A Warrants.

"County" means Jefferson County, Alabama.

"Depreciation Fund" means the Jefferson County Sewer System Funded Depreciation Fund
established pursuant to the Indenture.

"Enabling Law" meansTitle 11, Chapter 28 (Section 11-28-1 et seq.) of the Code of Alabama, 1975.

"Financial Guaranty" means Financial Guaranty Insurance Company, which will issuethe Insurance
Policy with respect to the Series 2001-A Warrants and the Reserve Policy.

"First Supplemental Indentur €' meansthe First Supplemental Indenture dated asof March 1, 1997,
pursuant to which the 1997-D Warrants were issued.



"General Fund" meansthe General Fund of the County.

"Indentur €' meansthe Original Indenture, asamended and supplemented by the First Supplemental
Indenture, the Second Supplemental Indenture and the Third Supplemental Indenture.

"Insurance Policy" means the municipal bond insurance policy issued by Financial Guaranty with
respect to the Series 2001-A Warrants.

"Internal Revenue Code"' means the Internal Revenue Code of 1986, as amended.

"1997-A Warrants' meansthe County's Sewer Revenue Refunding Warrants, Series 1997-A, dated
February 1, 1997, now outstanding in the aggregate principal amount of $211,040,000.

"1997-B Warrants' meansthe County's Taxable Sewer Revenue Refunding Warrants, Series 1997-B,
dated February 1, 1997, now outstanding in the aggregate principal amount of $16,905,000.

"1997-C Warrants' meansthe County's Taxable Sewer Revenue Refunding Warrants, Series 1997-C,
dated February 15, 1997, now outstanding in the aggregate principal amount of $44,215,000.

"1997-D Warrants' means the County's Sewer Revenue Warrants, Series 1997-D, dated March 1,
1997, now outstanding in the aggregate principa amount of $296,395,000.

"Operating Expenses' means, for the applicable period or periods, (a) the reasonable and necessary
expenses of efficiently and economically administering and operating the System, including, without limitation,
the costs of al items of labor, materials, supplies, equipment (other than equipment chargeableto fixed capita
account), premiums on insurance policies and fidelity bonds maintained with respect to the System (including
casualty, liability and any other types of insurance), feesfor engineers, attorneys and accountants (except where
such fees are chargeabl e to fixed capital account) and all other items, except depreciation, amortization, interest
and payments made pursuant to Qualified Swaps, that by generally accepted accounting principlesare properly
chargeable to expenses of administration and operation and are not characterized asextraordinary items, (b) the
expenses of maintaining the System in good repair and in good operating condition, but not including items
that by generally accepted accounting principles are properly chargeabl e to fixed capital account, and () the
fees and charges of the Trustee. Payments or transfers of System Revenues into the General Fund of the
County shall congtitute payments of Operating Expensesif and to the extent that the services or benefits for
which such payments or transfers are made are such that paymentsto a Person other than the County for such
services or benefits would constitute payments of Operating Expenses.

"Original Indenture' meansthe Trust Indenture dated as of February 1, 1997, pursuant to which the
1997-A Warrants, 1997-B Warrants and 1997-C Warrants were issued.

"Parity Securities' meansthe Series 1997 Warrants, the Series 1999-A Warrants, the Series 2001-A
Warrants and any Additional Parity Securitiesissued pursuant to the Indenture.

"Person” means any natural person, corporation, partnership, trust, joint venture, government or
governmental body, political subdivision or other legal entity asin the context may be possible or appropriate.



"Pledged Revenues' meansthe System Revenues (other than revenues derived from the Sewer Tax
and any other tax revenues that constitute System Revenues) that remain after the payment of Operating
Expenses.

"Prior Years Surplus' means, with respect to any particular fisca year, the aggregate amount on
deposit in the Rate Stabilization Fund and the Depreciation Fund at the beginning of such fiscal year.

"Rate Stabilization Fund" means the fund by such name established pursuant to the Indenture.

" Reserve Policy" means the municipal bond debt service reserve fund policy issued by Financial
Guaranty simultaneously with the issuance of the Series 2001-A Warrants for deposit into the Reserve Fund
established under the Indenture.

"Second Supplemental Indentur€e" meansthe Second Supplemental Indenture dated asof March 1,
1999, pursuant to which the Series 1999 Warrants were being issued.

"Series 1997 Warrants' means, collectively, the 1997-A Warrants, the 1997-B Warrants, the 1997-C
Warrants and the 1997-D Warrants.

"Series 1999-A Warrants' means the County=s Sewer Revenue Capital Improvement Warrants,
Series 1999-A, dated March 1, 1999, now outstanding in the aggregate principal amount of $952,695,000.

"Series2001-A Warrants' meansthe County=s $275,000,000 Sewer Revenue Capital Improvement
Warrants, Series 2001-A, dated March 1, 2001 and offered hereby.

"Sewer Tax" meansthat certain ad valorem tax levied by the County on an annual basisfor the benefit
of the System pursuant to Act No. 716 of the 1900-01 Session of the General Assembly of Alabama.

"System" means the County's sanitary sewer system.

"System Revenues' means the revenues derived from the Sewer Tax and al revenues, receipts,
income and other monies received by or on behalf of the County from whatever source derived from the
operation of the System, including, without limitation, the fees, deposits and charges paid by users of the
System and interest earnings on the specia funds established pursuant to the Indenture (other than the Rate
Stabilization Fund) and any other funds held by the County or its agents that are attributable to or traceable
from monies derived from the operation of the System, but excluding, however, any federal or state grantsto
the County in respect of the System and any income derived from such grants.

"Term Warrants' means those Series 2001-A Warrants maturing in 2018, 2031, 2034, 2040 and
2041.

"Third Supplemental Indenture" means the Third Supplemental Indenture dated as of March 1,
2001, pursuant to which the Series 2001-A Warrants are authorized to be issued.

"Trustee" means The Bank of New Y ork, Birmingham, Alabama, in its capacity astrustee under the
Indenture.



DESCRIPTION OF THE SERIES 2001-A WARRANTS
General Description

The Series 2001-A Warrantswill be dated March 1, 2001, and will bear interest at the per annum rates
set forth on theinside front cover hereof. Interest on the Series 2001-A Warrantswill be payableon August 1,
2001, and semiannually thereafter on each February 1 and August 1 until maturity or earlier redemption as
provided in the Indenture. The Series2001-A Warrantswill maturein the principal amountsand on the dates
set forth on the inside front cover hereof and will be issued in fully registered form in the denomination of
$5,000 or any integral multiple thereof. The Series 2001-A Warrants will be offered initialy at the price or
prices set forth on the inside front cover hereof. The principal of and the interest on the Series 2001-A
Warrantswill bear interest after their respective due dates until paid at the respective rates of interest borne by
the Series 2001-A Warrants prior to maturity.

M ethod and Place of Payment

The Series 2001-A Warrants are available in book-entry form only. See "BOOK-ENTRY ONLY
SYSTEM". Solong asCede & Co. istheregistered owner of the Series 2001-A Warrants, asnominee of The
Depository Trust Company, New York, New York ("DTC"), references herein to the owners of the Series
2001-A Warrants mean Cede & Co. and not the Beneficial Owners (as defined hereafter) of the Series 2001-A
Warrants.

The principal of the Series2001-A Warrantswill be payable by the Trusteeto Cede& Co. Interest on
the Series 2001-A Warrants will be computed on the basis of a 360-day year of twelve consecutive 30-day
months and will be paid on each semiannual interest payment date by the Trustee to Cede & Co.

Redemption Prior to Maturity

Optional Redemption. The Series2001-A Warrants are subject to redemption and prepayment prior
to maturity, at the option of the County, as a whole or in part, from such maturity or maturities as shall be
specified by the County, on February 1, 2011, and on any date thereafter, such redemption to be at and for the
following respective redemption prices (expressed as a percentage of the principal amount redeemed) plus
accrued interest to the date fixed for redemption:

Redemption Date Redemption Price
February 1, 2011 through January 31, 2012 101%
February 1, 2012 and thereafter 100%

Scheduled Mandatory Redemption of Series 2001-A Warrants Maturing in 2018. The Series
2001-A Warrants having a stated maturity on February 1, 2018 (the "2018 Term Warrants') are subject to
scheduled mandatory redemption, at and for aredemption price, with respect to each such 2018 Term Warrant
(or portion of the principal thereof) to be redeemed, equal to the principal amount thereof to be redeemed plus
accrued interest thereon to the date fixed for redemption, in the following principal amount on the following
date:

Redemption Date Amount




February 1, 2017 $1,275,000
$1,340,000 of such 2018 Term Warrants are scheduled to be retired at maturity.

Scheduled Mandatory Redemption of Series 2001-A Warrants Maturing in 2031. The Series
2001-A Warrants having a stated maturity on February 1, 2031 (the "2031 Term Warrants') are subject to
scheduled mandatory redemption, at and for aredemption price, with respect to each such 2031 Term Warrant
(or portion of the principal thereof) to be redeemed, equal to the principal amount thereof to be redeemed plus
accrued interest thereon to the date fixed for redemption, in the following principal amounts on thefollowing
dates:

Redemption Date Amount
February 1, 2022 $1,640,000
February 1, 2023 1,735,000
February 1, 2024 1,830,000
February 1, 2025 1,935,000
February 1, 2026 2,045,000
February 1, 2027 2,160,000
February 1, 2028 2,285,000
February 1, 2029 2,410,000
February 1, 2030 2,550,000

$2,695,000 of such 2031 Term Warrants are scheduled to be retired at maturity.

Scheduled Mandatory Redemption of Series 2001-A Warrants Maturing in 2034. The Series
2001-A Warrants having a stated maturity on February 1, 2034 (the "2034 Term Warrants') are subject to
scheduled mandatory redemption, at and for aredemption price, with respect to each such 2034 Term Warrant
(or portion of the principal thereof) to be redeemed, equal to the principal amount thereof to be redeemed plus
accrued interest thereon to the date fixed for redemption, in the following principal amounts on the following
dates:

Redemption Date Amount
February 1, 2032 $2,835,000
February 1, 2033 2,985,000

$3,135,000 of such 2034 Term Warrants are scheduled to be retired at maturity.

Scheduled Mandatory Redemption of Series 2001-A Warrants Maturing in 2040. The Series
2001-A Warrants having a stated maturity on February 1, 2040 (the "2040 Term Warrants') are subject to
scheduled mandatory redemption, at and for aredemption price, with respect to each such 2040 Term Warrant
(or portion of the principal thereof) to be redeemed, equal to the principal amount thereof to be redeemed plus
accrued interest thereon to the date fixed for redemption, in the following principal amounts on the following
dates:




Redemption Date Amount

February 1, 2035 $3,305,000
February 1, 2036 3,490,000
February 1, 2037 3,690,000
February 1, 2038 3,900,000
February 1, 2039 4,120,000

$72,000,000 of such 2040 Term Warrants are scheduled to be retired at maturity.

Scheduled Mandatory Redemption of Series 2001-A Warrants Maturing in 2041. The Series
2001-A Warrants having a stated maturity on February 1, 2041 (the 2041 Term Warrants') are subject to
scheduled mandatory redemption, at and for aredemption price, with respect to each such 2041 Term Warrant
(or portion of the principal thereof) to be redeemed, equal to the principal amount thereof to be redeemed plus
accrued interest thereon to the date fixed for redemption, in the following principal amount on the following
date:

Redemption Date Amount

February 1, 2040 $ 29,960,000
$107,375,000 of such 2041 Term Warrants are scheduled to be retired at maturity.

Not less than 45 or more than 60 days prior to each mandatory redemption date with respect to Term
Warrants of aparticular maturity, the Trustee shall proceed to select for redemption, by lot, Term Warrants of
such maturity or portions thereof in an aggregate principal amount equal to the amount required to be
redeemed and shall call such Term Warrantsor portionsthereof for redemption on such mandatory redemption
date. The County may, not lessthan 60 days prior to any such mandatory redemption date, direct that any or
all of thefollowing amounts be credited against the Term Warrants of such maturity scheduled for redemption
on such date: (i) the principal amount of Term Warrants of such maturity delivered by the County to the
Trusteefor cancellation and not previoudly claimed as acredit; and (ii) the principal amount of Term Warrants
of such maturity previously redeemed pursuant to the optional redemption provisions of the Indenture and not
previously claimed as a crediit.

If lessthan dl of the outstanding Series 2001-A Warrants of a particular maturity areto be called for
redemption, the Series 2001-A Warrants (or principal portionsthereof) to be redeemed shall be selected by the
Trustee by lot in the principa amounts designated to the Trustee by the County or otherwiseasrequired by the
Indenture. In the event any of the Series 2001-A Warrants are called for redemption, the Trustee shall give
notice, in the name of the County, of the redemption of such Series 2001-A Warrants, which notice shall state
that on the redemption date such Series 2001-A Warrants to be redeemed shall cease to bear interest. Such
notice shall be given by mailing a copy thereof by registered or certified mail at least thirty (30) days prior to
the date fixed for redemption to the holders of the Series 2001-A Warrants to be redeemed at the addresses
shown on the registration books of the Trustee; provided, however, that failure to give such notice, or any
defect therein, shall not affect the validity of the redemption of any of the Series 2001-A Warrants for which
notice was properly given. Any Series 2001-A Warrants which have been duly selected for redemption and
which are deemed to be paid in accordance with the Indenture shall ceaseto bear interest on the date fixed for
redemption and shall thereafter cease to be entitled to any lien, benefit or security under the Indenture.



If atrust is established for payment of lessthan all Series2001-A Warrants of aparticular maturity, the
Series 2001-A Warrantsto be paid from the trust shall be selected by the Trustee within seven days after such
trust is established and shall beidentified by aseparate CUSIP number or other designation satisfactory to the
Trustee. The Trustee shal notify holders whose Series 2001-A Warrants (or portions thereof) have been
selected for payment from such trust and shall direct such holdersto surrender their Series2001-A Warrantsto
the Trustee in exchange for Series 2001-A Warrants with the appropriate maturity and designation.

Registration and Exchange

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

Authority for Issuance

The Series 2001-A Warrants are being issued under the authority of the Constitution and laws of the
State of Alabama, including particularly Chapter 28 of Title 11 of the Code of Alabama 1975, Section 11-28-1,
et seq. (the "Enabling Law™").

The Enabling Law authorizes the County to issue forty-year warrants for the purpose of paying the
costs of public facilities, which include sanitary sewer systems and all necessary and desirable appurtenances
with respect thereto, and to pledgein favor thereof the revenuesfrom any revenue-producing properties owned
or operated by the County, including the System.

BOOK-ENTRY ONLY SYSTEM

The Depository Trust Company ("DTC"), New Y ork, New Y ork, will act as securities depository for
the Series 2001-A Warrants. The Series 2001-A Warrants will be issued as fully-registered securities
registered in the name of Cede & Co., DTC's partnership nominee. The Series2001-A Warrantswill beissued
asasingle fully-registered certificate per maturity and will 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 Y ork Banking Law, amember of the Federal Reserve System, a
"clearing corporation” within the meaning of the New York Uniform Commercial Code, and a "clearing
agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC
holds securities that its participants ("DTC Participants') deposit with DTC. DTC aso facilitates the
settlement among DTC Participants of securities transactions, such as transfers and pledges, in deposited
securities through electronic computerized book-entry changes in DTC Participants accounts, thereby
eliminating 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 National Association of Securities Dealers, Inc. Accessto the DTC system is also
available to others such as securities brokers and dealers, banks and trust companies that clear through or
maintain acustodial relationship with aDTC 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.



Purchases of beneficial ownership interestsin the Series 2001-A Warrants under the DTC system must
be made by or through DTC Participants, which will receive acredit for the Series2001-A Warrantson DTC's
records. The ownership interest of each beneficial owner of a Series 2001-A Warrant (a"Beneficial Owner™)
isinturnto berecorded on the DTC Participants and Indirect Participants records. Beneficial Ownerswill not
receive written confirmation from DTC of their purchase, but Beneficial Owners are expected to receive
written confirmations providing details of the transaction, aswell as periodic statements of their holdings, from
the DTC Participant or Indirect Participant through which the Beneficial Owner entered into the transaction.
Transfers of beneficial ownership interestsin the Series 2001-A Warrants are to be accomplished by entries
made on the books of DTC Participants acting on behalf of Beneficial Owners. Beneficia Ownerswill not
receive certificates representing their beneficial ownership interestsin the Series 2001-A Warrants, except in
the event that use of the book-entry only system for the Series 2001-A Warrants is discontinued.

To facilitate subsequent transfers, al Series 2001-A Warrants deposited by DTC Participants with
DTC are registered in the name of DTC's partnership nominee, Cede & Co. The deposit of Series 2001-A
Warrants with DTC and their registration in the name of Cede & Co. effects no change in beneficial
ownership. DTC has no knowledge of the actual Beneficial Owners of the Series 2001-A Warrants. DTC's
records reflect only the identity of the DTC Participants to whose accounts such Series 2001-A Warrants are
credited, which may or may not be the Beneficial Owners. The DTC Participantswill remain responsible for
keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to DTC Participants, by DTC
Participantsto Indirect Participants, and by DT C Participantsand Indirect Participantsto Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may bein effect from timeto time.

Redemption notices shall be sent to Cede & Co. If lessthan all of the Series 2001-A Warrants are
being redeemed, DTC's practiceisto determine by lot the amount of theinterest of each DTC Participant to be
redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to Series 2001-A Warrants. Under its
usual procedures, DTC mailsan "Omnibus Proxy" to the County as soon as possible after therecord date. The
"Omnibus Proxy" assigns Cede & Co.'s consenting or voting rights to those DTC Participants to whose
accounts the Series 2001-A 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-A Warrants will be made to DTC.
DTC'spracticeisto credit 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. Paymentsby DTC Participantsto Beneficial Ownerswill be governed by standing instructions
and customary practices, as is the case with securities held for the accounts of customersin bearer form or
registered in "street name,” and will be the responsibility of DTC Participants and not of DTC, the Trustee or
the County, subject to any statutory or regulatory requirements as may be in effect from time to time.
Payments of principal, premium (if any) and interest to DTC isthe responsibility of the Trustee. Disbursement
of such paymentsto DTC Participants shall bethe responsibility of DTC and disbursement of such paymentsto
the Beneficial Owners shall be the responsibility of the DTC Participants and Indirect Participants.

THE COUNTY AND THE TRUSTEE CANNOT AND DO NOT GIVE ANY ASSURANCES
THAT DTC, THEDTC PARTICIPANTSOR THE INDIRECT PARTICIPANTSWILL DISTRIBUTETO
THE BENEFICIAL OWNERS OF THE SERIES 2001-A WARRANTS (i) PAYMENTSOF PRINCIPAL OF



OR INTEREST AND PREMIUM, IF ANY, ON THE SERIES 2001-A WARRANTS, (ii) CERTIFICATES
REPRESENTING AN OWNERSHIP INTEREST OR OTHER CONFIRMATION OF BENEFICIAL
OWNERSHIP INTEREST IN SERIES 2001-A WARRANTS, OR (iii) REDEMPTION OR OTHER
NOTICES SENT TODTC OR CEDE & CO., ITSNOMINEE, AS THE REGISTERED OWNER OF THE
SERIES 2001-A WARRANTS, OR THAT THEY WILL DO SOON A TIMELY BASISOR THAT DTC,
DTC PARTICIPANTS OR INDIRECT PARTICIPANTS WILL SERVE AND ACT IN THE MANNER
DESCRIBED IN THIS OFFICIAL STATEMENT. THE CURRENT "RULES" APPLICABLE TO DTC
ARE ON FILE WITH THE SECURITIES AND EXCHANGE COMMISSION, AND THE CURRENT
"PROCEDURES" OF DTC TO BE FOLLOWED IN DEALING WITH DTC 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-A WARRANTS; (ii)
THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY DTC PARTICIPANT OR
INDIRECT PARTICIPANT; (iii) THEPAYMENT BY DTCORANY DTC PARTICIPANT OR INDIRECT
PARTICIPANT OF ANY AMOUNT DUE TO ANY BENEFICIAL OWNER IN RESPECT OF THE
PRINCIPAL OR REDEMPTION PRICE OF OR INTEREST ON THE SERIES 2001-A WARRANTS; (iv)
THE DELIVERY BY DTC OR ANY 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-A WARRANTHOLDERS; (v) THE
SELECTION OF THE BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY
PARTIAL REDEMPTION OF THE SERIES 2001-A WARRANTS; OR (vi) ANY CONSENT GIVEN OR
OTHER ACTION TAKEN BY DTC AS SERIES 2001-A WARRANTHOLDER.

Discontinuation of Book-Entry Only System

DTC may determineto discontinue providing its service with respect to the Series 2001-A Warrantsat
any time by giving notice to the County and the Trustee and discharging its responsibilitieswith respect thereto
under applicable law. Upon the giving of such notice, the book-entry only system for the Series 2001-A
Warrantswill be discontinued unless asuccessor securities depository isappointed by the County. In addition,
the County may discontinue the book-entry only system for the Series 2001-A Warrantsat any time by giving
reasonable noticeto DTC.

SECURITY AND SOURCE OF PAYMENT
General Information

The Series 2001-A Warrantsare not general obligations of, and will not congtitute acharge againgt the
genera credit or taxing power of, the State of Alabama, the County, or any other political subdivision of the
State of Alabama.

The Series 2001-A Warrants will be limited obligations of the County payable solely out of, and
secured by a pledge and assignment of, the Pledged Revenues on a parity of lien with the Series 1999-A
Warrants and the Series 1997 Warrants. Information describing the revenues collected by the County is set
forth in this Official Statement under the captions "RESULTS OF OPERATIONS" and "JEFFERSON
COUNTY SEWER SYSTEM".

10



Following the issuance of the Series 2001-A Warrants, there will be no outstanding indebtedness of
the County payable out of Pledged Revenues other than the Series 2001-A Warrants, the Series 1999-A
Warrants and the Series 1997 Warrants. However, the Indenture permits the issuance of Additional Parity
Securities payable out of, and secured by apledge of, the Pledged Revenues on aparity with the Series 2001-A
Warrants, the Series 1999-A Warrants and the Series 1997 Warrants. See Appendix A - "SUMMARY OF
THE INDENTURE - Additiona Parity Securities'.

Pursuant to the Indenture, a debt service reserve fund (the "Reserve Fund") has been established for
the benefit of the Series 2001-A Warrants, the Series 1999-A Warrants, the Series 1997-A Warrants, the Series
1997-B Warrants, and the Series 1997-D Warrants. For a description of the funds and accounts established
under the Indenture for the collection and disposition of revenues from the System, see Appendix A -
"SUMMARY OF THE INDENTURE - Flow of Funds®. The deposit to the Reserve Fund required to be made
in connection with the issuance of the Series 2001-A Warrants will be satisfied through delivery of an
insurance policy in compliance with the provisions of the Indenture. See Appendix A B "SUMMARY OF
THE INDENTURE B Flow of Funds B Reserve Fund" and ATHE MUNICIPAL BOND INSURANCE AND
RESERVE FUND POLICIES - The Debt Service Reserve Fund Policy@

Pursuant to Amendment No. 73 to the Alabama Constitution, any moneys derived by the County from
saewer service charges may be expended only for purposesrelated to the improvement, extension, maintenance
and operation of the System and may not be used to pay general expenses of the County.

Remedies

The County is, under existing law, subject to suit in the event that it defaults in payment of the
principal of or theinterest on the Series 2001-A Warrants. However, the extent of the remedies afforded to the
holders of the Series 2001-A Warrants by any such suit, and the enforceability of any judgment against the
County resulting therefrom, are subject to those limitationsinherent in the fact that the Series 2001-A Warrants
arelimited obligations of the County payable solely out of the Pledged Revenues, and may be subject, among
other things, to

(1) the provisions of the United States Bankruptcy Code, referred to below, and

2 the provisions of other statutesthat may hereafter be enacted by the Congress
of the United States or the Legidature of Alabamaextending the timefor payment of county,
municipal or public authority indebtedness or imposing other restraints upon the enforcement
of rights of warrantholders.

The United States Bankruptcy Code

The United States Bankruptcy Code permits political subdivisionsof astate and certain stateand local
public agencies or instrumentalities that are insolvent or unable to meet their debtsto file petitionsfor relief in
the Federal Bankruptcy Courts if authorized by state law. While the matter is not entirely free from doubt,
prospective purchasers of the Series 2001-A Warrants should assume that existing Alabama statutes presently
authorize the County to file such petitions for relief.

A petition filed under Chapter 9 of the Bankruptcy Code, however, does not operate as a stay of
application of pledged special revenuesto payment of debt secured by such revenues. Thus, an automatic stay
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under Chapter 9 would not be effective to prevent payment of principal and interest on the Series 2001-A
Warrants from the Pledged Revenues.

THE MUNICIPAL BOND INSURANCE AND RESERVE FUND POLICIES
TheMunicipal Bond Insurance Policy

Concurrently with theissuance of the Series2001-A Warrants, Financial Guaranty Insurance Company
("Financial Guaranty") will issue its Municipal Bond New Issue Insurance Policy for the Series 2001-A
Warrants (the "Insurance Policy"). The Insurance Policy unconditionally guarantees the payment of that
portion of the principal of and interest on the Series 2001-A Warrants which has become due for payment, but
shall be unpaid by reason of nonpayment by the County. Financia Guaranty will make such paymentsto State
Street Bank and Trust Company, N.A., or its successor asitsagent (the"Fiscal Agent"), onthelater of thedate
on which such principal and interest is due or on the business day next following the day on which Financial
Guaranty shall have received telephonic or telegraphic notice, subsequently confirmed in writing, or written
notice by registered or certified mail, from an owner of Series 2001-A Warrants or the Trustee of the
nonpayment of such amount by the County. The Fiscal Agent will disburse such amount due on any Series
2001-A Warrant to its owner upon receipt by the Fiscal Agent of evidence satisfactory to the Fiscal Agent of
the owner'sright to receive payment of the principal and interest due for payment and evidence, including any
appropriate instruments of assignment, that all of such owner'srightsto payment of such principal and interest
shall bevested in Financial Guaranty. Theterm "nonpayment" in respect of a Series2001-A Warrant includes
any payment of principal or interest made to an owner of a Series 2001-A Warrant which has been recovered
from such owner pursuant to the United States Bankruptcy Code by atrusteein bankruptcy in accordance with
afinal, nonappeaable order of a court having competent jurisdiction.

The Insurance Policy is non-cancellable and the premium will be fully paid at the time of delivery of
the Series 2001-A Warrants. The Insurance Policy covers failure to pay principal of the Series 2001-A
Warrants on their respective stated maturity dates or dates on which the same shall have been duly called for
mandatory sinking fund redemption, and not on any other date on which the Series2001-A Warrants may have
been otherwise called for redemption, accelerated or advanced in maturity, and covers the failure to pay an
installment of interest on the stated date for its payment.

Generdly, in connection with its insurance of an issue of municipal securities, Financial Guaranty
requires, among other things, (i) that it be granted the power to exercise any rights granted to the holders of
such securities upon the occurrence of an event of default, without the consent of such holders, and that such
holders may not exercise such rights without Financial Guaranty's consent, in each case so long as Financial
Guaranty has not failed to comply with its payment obligations under its insurance policy; and (ii) that any
amendment or supplement to or other modification of the principal legal documents be subject to Financial
Guaranty'sconsent. The specificrights, if any, granted to Financial Guaranty in connection with itsinsurance
of the Series 2001-A Warrants are set forth in the description of the principal legal documents appearing
elsewherein this Official Statement.

The Debt Service Reserve Fund Policy
Concurrently with the issuance of the Series 2001-A Warrants, Financial Guaranty will issue its

Municipal Bond Debt Service Reserve Fund Policy (the AReserve Policy@. The Reserve Policy
unconditionally guarantees the payment of that portion of the principal of and interest on the Parity
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Securities which has become due for payment, but shall be unpaid by reason of nonpayment by the
County, provided that the aggregate amount paid under the Reserve Policy may not exceed the maximum
amount set forthin the Reserve Policy, $13,110,822. Financial Guaranty will make such paymentstothe
paying agent for the Parity Securities (i.e., the Trustee) on the later of the date on which such principal
and interest is due or on the business day next following the day on which Financial Guaranty shall have
received telephonic or telegraphic notice subsegquently confirmed inwriting or written notice by registered
or certified mail from the Trustee of the nonpayment of such amount by the County. The term
Anonpayment@in respect of a Parity Security includes any payment of principal or interest made to an
owner of a Parity Security which has been recovered from such owner pursuant to the United States
Bankruptcy Code by atrustee in bankruptcy in accordance with afinal nonappeal able order of a court
having competent jurisdiction.

The Reserve Policy is non-cancellable and the premium will be fully paid at the time of delivery
of the Series2001-A Warrants. The Reserve Policy coversfailureto pay principal of the Parity Securities
on their respective stated maturity dates, or dates on which the same shall have been called for mandatory
sinking fund redemption, and not on any other date on which the Parity Securities may have been
accelerated, and coversthefailureto pay an installment of interest on the stated date for its payment. The
Reserve Policy shall terminate on the earlier of the scheduled final maturity date of the Series 2001-A
Warrants or the date on which no Parity Securities are outstanding under the authorizing document.

Generally, in connection with its issuance of a Reserve Policy, Financial Guaranty requires,
among other things, (i) that, so long asit has not failed to comply with its payment obligations under the
Reserve Poalicy, it be granted the power to exercise any remedies available at law or under the authorizing
document other than (A) acceleration of the Parity Securities or (B) remedies which would adversely
affect holders in the event that the issuer fails to reimburse Financial Guaranty for any draws on the
Reserve Policy; and (i) that any amendment or supplement to or other modification of the principal lega
documents be subject to Financial Guaranty=s consent. The specific rights, if any, granted to Financial
Guaranty in connection with its issuance of the Reserve Policy are set forth in the description of the
principal legal documents appearing elsewhere in this Official Statement. Reference should be made as
well to such description for adiscussion of the circumstances, if any, under which theissuer of the Parity
Securities isrequired to provide additional or substitute credit enhancement, and related matters.

General

This Official Statement contains a section regarding the ratings assigned to the Series 2001-A
Warrants and reference should be made to such section for adiscussion of such ratings and the basisfor
their assignment to the Series 2001-A Warrants.

The Insurance Policy and the Reserve Policy are not covered by the Property/Casualty Insurance
Security Fund specified in Article 76 of the New Y ork Insurance Law.

Financial Guaranty is awholly-owned subsidiary of FGIC Corporation (the ACorporation@, a
Delaware holding company. The Corporation is a subsidiary of General Electric Capital Corporation
(AGE Capitad@. Neither the Corporation nor GE Capital is obligated to pay the debts of or the claims
against Financial Guaranty. Financial Guaranty isamonolinefinancial guaranty insurer domiciledinthe
State of New Y ork and subject to regulation by the State of New Y ork Insurance Department. As of
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December 31, 2000, thetotal capital and surplus of Financial Guaranty was approximately $1.089 hillion.
Financial Guaranty preparesfinancial statements on the basis of both statutory accounting principlesand
generally accepted accounting principles. Copiesof suchfinancia statements may be obtained by writing
to Financial Guaranty at 115 Broadway, New York, New York 10006, Attention: Communications
Department (telephone number: 212-312-3000) or to the New Y ork State Insurance Department at 25
Beaver Street, New York, New York 10004-2319, Attention: Financial Condition Property/Casualty
Bureau (telephone number: 212-480-5187).

THE PLAN OF FINANCING
Capital Improvements Mandated by Consent Decree

The County is a party to a consent decree (the "Consent Decree") arising out of certain litigation
involving aleged violations of thefederal Clean Water Act inthe operation of the System. See"LITIGATION
- The Consent Decree". The Consent Decree callsfor the devel opment and implementation of aremedial plan
which isintended to eliminate bypasses and other unlawful discharges of untreated sewage to streamsin the
County. The remedia plan requires, among other things, extensive rehabilitation of lateral and collector
sewers throughout the County and construction of additional capacity to the treatment plants in the System.

Phase | of the remedial plan involved the preparation of planning documents used to evauate the
physical condition and hydraulic capacity of the County's sewage collection system and wastewater treatment
plants. Phasell involved adetailed analysis of the conditions of the County and municipal sewage collection
systems and wastewater treatment plants, including reports quantifying the amount of infiltration and inflow in
each sewage collection system, describing the types of remedial or correctivework needed and quantifying the
benefits expected. Both Phasel and Phasell of the remedial plan have now been completed. Phaselll isthe
implementation phase of the Consent Decree and began in late 1996.

Thetotal estimated cost of the remedial plan isapproximately $1.9 billion. Between fiscal year 1996
and fiscal year 2000, approximately $560 million had been expended under this plan, leaving approximately
$1.4 billion to be expended in the current and future years. As of the beginning of the current fiscal year
approximately $540 million of these costs was under contract. See "JEFFERSON COUNTY SEWER
SYSTEM -- Sanitary Sewer Capital Improvement Program’ for aschedul e of estimated expendituresto comply
with the Consent Decree. The Series 2001-A Warrants will finance a portion of the remaining costs. See
"THE PLAN OF FINANCING B Sources of Funding" below.

Ongoing Sewer | mprovement Program

In addition to the capital improvement program necessitated by the Consent Decree, the County hasan
ongoing sewer improvement program. Approximately $95 million was spent on non-Consent Decree projects
during thethreefiscal years ended September 30, 2000. The County estimatesthat an additional $676 million
will be spent on this portion of the capital improvement program during the current fiscal year and the
following four fiscal years (ending September 30, 2005). Of thisamount, $132 million was under contract as
of the beginning of the current fiscal year. See"JEFFERSON COUNTY SEWER SY STEM -- Sanitary Sewer
Capital Improvement Program™ for a schedule of estimated expenditures for the County's ongoing capital
improvement program. The Series 2001-A Warrantswill also finance aportion of theseremaining costs. See
"Sources of Funding” below.
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Sour ces of Funding

The County expectsthat the remaining costs of theremedial plan and the ongoing capital improvement
program will befunded from (i) remaining proceeds of the Series 1999-A Warrants, (ii) proceeds of the Series
2001-A Warrants, and (iii) future borrowings. The estimated future costs and sources of funding are
summarized in the following table:

Future Costs
(in millions)
Remaining costs of the remedial plan (from beginning of current
fiscal year through completion) $ 1,400
Ongoing capital improvement program for current fiscal
year and following 4 fiscal years (ending September 30, 2005) 676
TOTAL $2,076
Sour ces of Funding
Remaining proceeds of Series 1999-A Warrants (as of January 31, 2001) $ 303
Proceeds of Series 2001-A Warrants, including estimated
investment earnings until disbursed * 275
Future borrowings 1,498
TOTAL $2,076

"When the Series 2001-A Warrants are issued, approximately $263 million will be deposited in the Project Construction Fund from
Series 2001-A Warrant proceeds and approximately $12 million will be earned on those proceeds based on an estimated investment
rate of 5 % and the County=s projected expenditure schedule.

The County expects that available proceeds of the Series 1999-A Warrants will be sufficient to pay
costs of the combined program through October, 2001 and that proceeds of the Series 2001-A Warrantswill be
sufficient to pay costs of the combined program through April, 2002. Based on this estimated schedule, the
County expectsto borrow again for the combined capital improvement programin 2002. However, thetiming
of any additional borrowing cannot be predicted with certainty. Numerousfactors can affect thetiming of any
such borrowing, including changesin thework priority asaresult of future performance of the System, timing
requirements of the Consent Decree, the rate at which independent contractors complete their work, the
availability of materialsand supplies, market conditions, and the availability of cash reservesto cover expenses
in excess of available Series 2001-A Warrant proceeds until an additional borrowing can be completed. The
forecast of the Independent Engineer prepared with respect to theissuance of the Series 2001-A Warrantsdoes
not take into account increased debt service requirements from any additional borrowing during the forecast
period (ending September 30, 2004). See "DEBT SERVICE REQUIREMENTS AND COVERAGE --
Additiona Debt -- Independent Engineer's Revenue Forecast” and Appendix D. The County expects that
sewer rateswill haveto be increased above the rates contained in the Revenue Forecast in order to pay the debt
service requirements on any such additional borrowing.

15



SOURCES AND USES OF FUNDS
The following table sets forth the expected sources and uses of funds for the plan of financing with
respect to theissuance of the Series 2001-A Warrants. Amountsin thistable have been rounded to the nearest
whole dollar.

Sour ces of Funds

Principal amount of Series 2001-A Warrants $275,000,000

Accrued interest833,128

Net original issue discount (7,708,559)
TOTAL SOURCES $268,124,569

Uses of Funds

Deposit to Project Construction Fund $263,380,539
Deposit of accrued interest to Debt Service Fund 833,128
I ssuance expenses (including underwriting discount,

bond insurance premiums, legal fees,

printing costs, Trustee acceptance,

CUSIP services and miscellaneous) 3,910,902
TOTAL USES $268,124,569

[Remainder of Page Intentionally Left Blank]
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DEBT SERVICE REQUIREMENTSAND COVERAGE

Thefollowing table presentsthe actual debt service requirements on the Series 2001-A Warrants, the
Series 1999-A Warrants, and the Series 1997 Warrants, which will be the only indebtedness of the County
secured by Pledged Revenues after the Series 2001-A Warrants are issued.

Fiscal Year Series 2001-A Warrants Series 1999-A Series 1997 Total
Ending Warrants Warrants Debt
September 30 Principal Interest Debt Service Debt Service Service
2001 -0- $ 5,950,917 $ 50,313,125 $47,486,246  $103,750,288
2002 -0- 14,282,200 50,313,125 39,620,677 104,216,002
2003 -0- 14,282,200 50,313,125 43,768,693 108,364,018
2004 -0- 14,282,200 50,313,125 32,602,435 97,197,760
2005 -0- 14,282,200 50,313,125 38,328,360 102,923,685
2006 -0- 14,282,200 50,313,125 35,886,064 100,481,389
2007 $ 795,000 14,264,313 50,313,125 32,115,861 97,488,299
2008 830,000 14,227,750 50,313,125 32,114,564 97,485,439
2009 870,000 14,189,500 50,313,125 32,113,305 97,485,930
2010 910,000 14,149,450 50,313,125 32,111,883 97,484,458
2011 950,000 14,107,600 50,313,125 32,114,993 97,485,718
2012 995,000 14,063,838 50,313,125 32,112,433 97,484,396
2013 1,045,000 14,015,325 50,313,125 32,114,000 97,487,450
2014 1,095,000 13,961,825 50,313,125 32,114,391 97,484,341
2015 1,155,000 13,905,575 50,313,125 32,113,404 97,487,104
2016 1,215,000 13,846,325 50,313,125 27,976,290 93,350,740
2017 1,275,000 13,784,075 50,313,125 53,990,038 119,362,238
2018 1,340,000 13,718,700 50,313,125 55,363,760 120,735,585
2019 1,410,000 13,649,950 50,313,125 56,783,228 122,156,303
2020 1,480,000 13,577,700 50,313,125 58,347,283 123,718,108
2021 1,555,000 13,501,825 50,313,125 56,558,172 121,928,122
2022 1,640,000 13,417,850 50,313,125 62,018,891 127,389,866
2023 1,735,000 13,325,038 50,313,125 61,641,013 127,014,176
2024 1,830,000 13,227,000 50,313,125 63,971,825 129,341,950
2025 1,935,000 13,123,463 50,313,125 66,645,753 132,017,341
2026 2,045,000 13,014,013 50,313,125 69,467,447 134,839,585
2027 2,160,000 12,898,375 50,313,125 72,659,147 138,030,647
2028 2,285,000 12,776,138 107,625,863 -0- 122,687,001
2029 2,410,000 12,647,025 107,627,028 -0- 122,684,053
2030 2,550,000 12,510,625 107,622,331 -0- 122,682,956
2031 2,695,000 12,366,388 107,622,581 -0- 122,683,969
2032 2,835,000 12,221,400 107,626,456 -0- 122,682,856
2033 2,985,000 12,075,900 107,625,206 -0- 122,686,106
2034 3,135,000 11,922,900 107,626,384 -0- 122,684,284
2035 3,305,000 11,753,638 107,623,991 -0- 122,682,629
2036 3,490,000 11,566,775 107,623,513 -0- 122,680,288
2037 3,690,000 11,369,325 107,625,600 -0- 122,684,925
2038 3,900,000 11,160,600 107,625,381 -0- 122,685,981

17



2039 4,120,000 10,940,050 107,623,959 -0- 122,684,009
2040 101,960,000 8,097,750 -0- -0- 110,057,750
2041 107,375,000 2,684,375 -0- -0- 110,059,375

Historical Coverage

Prior to theissuance of the Series 1997 Warrants, the County Commission amended the ordinance that
establishes rates and charges for the System (the "Rate Ordinance") in order to establish a procedure for
periodic automatic increasesin such rates and charges. See"Automatic Rate Adjustment Ordinance" herein.
In December, 1997, pursuant to the amended Rate Ordinance, the County increased the sewer service charge
from $1.78 to $1.88 per hundred cubic feet, effective January 1, 1998. In November, 1998, pursuant to the
amended Rate Ordinance, the County increased the sewer service charge from $1.88 to $1.96 per hundred
cubic feet, effective January 1, 1999. In January, 1999, after apublic hearing, the County Commission, acting
on a discretionary basis, increased the sewer service charge from $1.96 to $2.20 per hundred cubic feet,
effective March 1, 1999. Two additional automatic annual increasesin sewer rates under the Rate Ordinance
raised the sewer service charge to $2.48 as of January 1, 2000 and to $2.74 as of January 1, 2001. Sewer rates
will be increased to approximately $3.01 per hundred cubic feet as of April 1, 2001.

The following table sets forth certain historical debt service coverage ratios for the County's sewer
revenue debt by the County's Net Revenues Available for Debt Service for the fiscal years indicated:

M aximum

M aximum Annual
Fiscal Year Net Revenues Current Year Current Year Annual Debt Service

Ended Available for Debt Service  Debt Service  Debt Service Coverage
September 30 Debt Service (000's) (000's) Coverage Ratio (000's)* Ratio
1997 $42,815 $ 7,294 5.87 $47,482 0.90
1998 48,817 39,750 1.23 47,482 1.03
1999 70,592 39,958 177 96,027 74
2000 87,120 43,744 1.99 96,027 .88

'Determined in accordance with the definition of AMaximum Annual Debt Service@contained in the Indenture; provided that no
adjustment has been made for any Qualified Swaps in effect during any portion of the related fiscal years. See AAppendix A -
SUMMARY OF THE INDENTURE - Definitions@

In order to comply with the requirements of the Indenture for the issuance of the Series 2001-A
Warrants as Additiona Parity Securities, the County has caused to be prepared a Revenue Forecast, which
includes certain projections with respect to coverage ratios for fiscal years 2001 through 2004. See"DEBT
SERVICE REQUIREMENTS AND COVERAGE B Additional Debt -- Independent Engineer's Revenue
Forecast".

Additional Debt

Parity Debt Under Indenture. The County may from time to time issue warrants, notes or other
obligations entitled to a charge, lien or claim on the Pledged Revenues on a parity with the lien or claim
imposed by the Indenture for the benefit of the Series 2001-A Warrants, the Series 1999-A Warrants and the
Series 1997 Warrants ("Additional Parity Securities"), subject to the restrictions noted below. The Series
2001-A Warrants, the Series 1999-A Warrants, the Series 1997 Warrants and the Additional Parity Securities
shall be secured equally and proportionately by the Pledged Revenues.
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Subordinated Debt. The County may aso from timeto timeissue subordinated debt payablefrom or
secured by a pledge and assignment of the Pledged Revenuesthat is subject and subordinateto thelienin favor
of the Series 2001-A Warrants, the Series 1999-A Warrants, the Series 1997 Warrants and other outstanding
Additional Parity Securities (if any) that isimposed by the Indenture, subject to the restrictions noted below.

Restrictions on Additional Debt. So long as the Indenture remains in effect, the County shall not
issue any Additional Parity Securities unless (i) no Event of Default exists under the Indenture and (ii) the
Trustee is provided with a Revenue Certificate or a Revenue Forecast (as hereinafter defined).

"Revenue Certificate" means a certificate signed by an Independent Accountant, the President of the
Jefferson County Commission (the "Commission™) or the County's Director of Financethat satisfieswhichever
of the following is applicable:

M If such Revenue Certificate is delivered with respect to Additional Parity Securities issued
prior to October 1, 2007, such certificate shall state the following:

() thesum of (A) the Prior Y ears Surplus as of the beginning of the Fiscal Y ear
that immediately preceded the Fiscal Y ear in which such certificate is delivered and (B) the
Net Revenues Availablefor Debt Service during the then most recently completed Fiscal Y ear
or during any period of twelve consecutive months in the eighteen-month period next
preceding the date of issuance of the proposed Additional Parity Securitieswas not less than
105% of the Maximum Annua Debt Service payable during the then current or any
succeeding Fiscal Year with respect to the then outstanding Parity Securities and the
Additional Parity Securities with respect to which such certificate is made; and

(i) the Net Revenues Available for Debt Service during the then most recently
completed Fiscal Year or during any period of twelve consecutive months in the eighteen-
month period next preceding the date of issuance of the proposed Additional Parity Securities
was hot |ess than 75% of the Maximum Annual Debt Service payable during the then current
or any succeeding Fiscal Y ear with respect to the then outstanding Parity Securities and the
Additiona Parity Securities with respect to which such certificate is made.

(1 If such Revenue Certificateisdelivered with respect to Additional Parity Securitiesissued on
or after October 1, 2007, such certificate shall state that the Net Revenues Available for Debt Service during
the then most recently completed Fiscal Year or during any period of twelve consecutive months in the
eighteen-month period next preceding the date of i ssuance of the proposed Additional Parity Securitieswashot
lessthan 105% of the Maximum Annual Debt Service payable during the then current or any succeeding Fiscal
Y ear with respect to the then outstanding Parity Securities and the Additional Parity Securitieswith respect to
which such certificate is made.

If rates and charges for services furnished by the System were increased and put into effect by the
County after the beginning of the Fiscal Y ear or other twelve-month period to which a Revenue Certificate
refersand not thereafter reduced, an Independent Engineer may certify the amount of grossrevenuesfromthe
System that would have been received by the County had such increased rates and charges been in effect
during the entire Fiscal Y ear or other twelve-month period, and the Independent Accountant, the President of
the Commission or the County's Director of Finance, as the case may be, preparing and signing the Revenue
Certificate may compute Net Revenues Available for Debt Service during such Fiscal Y ear or other twelve-
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month period based on the amount of revenues that would have been derived from the System during such
period with such increased rates and charges, as so certified by such Independent Engineer.

"Revenue Forecast" meansareport prepared by an Independent Engineer with respect to aperiod that
shall begin on thefirst day of the Fiscal Y ear that succeeds the Fiscal Y ear in which the proposed Additional
Parity Securitiesareissued and that shall not belonger than five Fiscal Y ears (such period being herein called
the"Forecast Period"), which report shall make the following projectionswith respect to thelast Fiscal Yearin
the Forecast Period (such year being herein called the "Test Year"):

()] If such Revenue Forecast isddlivered with respect to Additional Parity Securitiesissued prior
to October 1, 2007,

0] the sum of (A) the projected Prior Y ears Surplus as of the beginning of the
Test Year and (B) the projected Net Revenues Available for Debt Service for the Test Y ear
shall not be less than 105% of the Maximum Annual Debt Service payable during the Test
Y ear or any succeeding Fiscal Y ear with respect to the then outstanding Parity Securitiesand
the Additional Parity Securities with respect to which such report is made; and

(i) the projected Net Revenues Available for Debt Service for the Test Year
shall not be less than 75% of the Maximum Annual Debt Service payable during the Test
Y ear or any succeeding Fiscal Y ear with respect to the then outstanding Parity Securitiesand
the Additional Parity Securities with respect to which such report is made.

1) If such Revenue Forecast is delivered with respect to Additional Parity Securitiesissued on or
after October 1, 2007, the projected Net Revenues Available for Debt Service for the Test Y ear shall not be
less than 105% of the Maximum Annual Debt Service payable during the Test Y ear or any succeeding Fiscal
Y ear with respect to the then outstanding Parity Securities and the Additional Parity Securitieswith respect to
which such report is made.

In preparing its Revenue Forecast, the Independent Engineer shall be entitled (a) to make projections
with respect to the rates and charges to be imposed for services furnished by the System during each of the
Fiscal Years in the Forecast Period (so long as such Independent Engineer certifies, with respect to any
projected rates and charges that are higher than the actual rates and charges in effect as of the date of the
Revenue Forecadt, that such projected rates and charges would be reasonablefor public sanitary sewer systems
similar in size and character to the System) and (b) to rely upon estimates prepared by an independent
investment advisor with respect to the aggregate amount of debt service on the Parity Securitiesto become due
and payable during each of the Fiscal Y earsin the Forecast Period.

Independent Engineer's Revenue Forecast. The County's consulting engineer, Paul B. Krebs &
Associates, Inc., Birmingham, Alabama, has prepared a Revenue Forecast in connection with the issuance of
the Series 2001-A Warrants as required by the Indenture. See"DEBT SERVICE REQUIREMENTS AND
COVERAGE B Additional Debt B Redtrictionson Additional Debt" above. The Revenue Forecast isattached
in its entirety as Appendix D to this Official Statement. The Revenue Forecast covers fiscal years 2001
through 2004, and projects that the County's Net Revenues Available for Debt Service (as defined in the
Indenture) for such yearswill cover Maximum Annual Debt Servicefollowing theissuance of the Series 2001-
A Warrants as follows:

20



Net Revenues

Availablefor
Fiscal Net Revenues Debt Service
Year Ended Maximum Annual Availablefor Coverage PlusPrior Coverage
September 30 Debt Service' Debt Service Ratio Year Surplus Ratio
2001 $112,700 $89,346 .79 $155,351 1.38
2002 112,700 73,873 .66 161,951 1.44
2003 112,700 79,216 .70 170,724 151
2004* 112,700 90,178 .80 157,183 1.39

(al figures in thousands)

*Test Year

! The definition of Maximum Annual Debt Servicein the Indenture permits certain assumptionsto be made which cause the amount
shown in thistableto vary from any amount shown in thetableon p. 15. For the definition of "Maximum Annual Debt Service", see
Appendix A.

The Revenue Forecast contains important assumptions and estimates underlying the projected
coverage during the Forecast Period, including, without limitation: the anticipated rateincreasesto be adopted
during such periods; the anticipated demand for sewer services; the expenses of operating and maintaining the
System; the cost and timing of required capital improvements; the annual debt service requirements on the
Series 2001-A Warrants, the Series 1999-A Warrants and Series 1997 Warrants resulting from available
interest rates and principal maturities; and the interest earnings on funds held under the Indenture.

TheRevenue Forecast also doesnot takeinto account any additional indebtednessthat may be
incurred by the County during the Forecast Period. The County presently anticipatesthat Additional
Parity Securities will be issued in calendar 2002 to finance a continuation of the County's sewer
improvement program. The County expectsthat sewer rateswill haveto beincreased abovetherates
contained in the Revenue Forecast asa result of the issuance of any such Additional Parity Securities
under thetermsof the Indenture.

Net Revenues Available for Debt Service, as projected in the Revenue Forecast, are calculated on a
basis consistent with the definition of such term contained in the Indenture. The excess of revenues over
expenses does not include as an expense interest expense on debt, depreciation or amortization, but does
include as revenues interest income on al funds held under the Indenture, other than the Rate Stabilization
Fund.

The Indenture permits the Revenue Forecast to assume that all or any portion of the Series 2001-A
Warrants, the Series 1999-A Warrants and the Series 1997 Warrants will be redeemed in one or more
installmentsthat are consi stent with the optional redemption provisionsand to adjust the debt service schedule
to reflect such assumed redemptions. Thus, in calculating Maximum Annual Debt Service, the Revenue
Forecast effectively assumes|evel annual debt servicefor fiscal years beginning infiscal year 2007, theyear in
which Series 1997 Warrants are first subject to optional redemption. See Appendix A -- Definitions --
"Maximum Annual Debt Service".

The Revenue Forecast must be read in its entirety for an explanation of the assumptions and
estimatesthat form the basisfor the projections contained in the Forecast. There can beno assurancethat
actual results of operations, rates for sewer service charges and debt service requirements will be as
projected in the Forecast.
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Rate Covenant

The County has solejurisdiction to set the ratesfor sewer services. The County'srates are not subject
to review by any federal, state or similar regulatory authority, but are subject to judicia review as to
reasonableness.

The County has covenanted in the Indenture to make and maintain such rates and charges for the
services supplied from the System and make collectionsfrom the usersthereof in such manner asshdl provide,
in each Fiscal Y ear, Net Revenues Available for Debt Servicein an amount that shall result in compliancewith
each of the following two requirements (such requirements being referred to herein collectively asthe "Rate
Covenant"):

() the sum of (A) the Net Revenues Available for Debt Service for a given
Fiscal Year and (B) the Prior Y ears Surplusas of the beginning of such Fiscal Y ear shall not
belessthan 110% of the aggregate amount payable during such Fiscal Y ear asdebt serviceon
all outstanding Parity Securities; and

(i) the Net Revenues Availablefor Debt Servicefor agiven Fiscal Y ear shal not
be less than 80% (or, in the case of any Fiscal Y ear beginning on or after October 1, 2007,
100%) of the aggregate amount payable during such Fiscal Year as debt service on dl
outstanding Parity Securities.

For purposes of the Rate Covenant, () debt service on the Parity Securities shall not include any interest (i.e.,
accrued interest or capitalized interest) paid with proceeds of Parity Securities, (b) debt service shall bereduced
by any amounts received by the County during the Fiscal Y ear in question pursuant to Qualified Swaps, and
(c) debt service shall be increased by any amounts paid by the County during such Fiscal Y ear pursuant to
Quadlified Swaps. The County has covenanted to make such increases and other changes in such rates and
charges as may be necessary to comply with the Rate Covenant.

Thelndenture providesthat the County's Director of Finance shall, within 60 days after theend of each
Fiscal Year, (i) determine whether or not the Net Revenues Available for Debt Service and Prior Years
Surplusfor the then most recently completed Fiscal Y ear were sufficient to result in compliance with the Rate
Covenant for such Fiscal Y ear (the"Historical Evaluation"), (ii) determine whether or not the combination of
the Net Revenues Available for Debt Service for the then most recently completed Fiscal Year (subject to
adjustment in the manner hereinafter described) and the Prior Y ears Surplus as of the beginning of the then
current Fiscal Y ear would be sufficient to result in compliance with the Rate Covenant for the then current
Fiscal Year (the "Immediate Prospective Evaluation™) and (iii) determine whether or not the Net Revenues
Available for Debt Service for the then most recently completed Fiscal Year (subject to adjustment in the
manner hereinafter described) were equal to or greater than 100% of Maximum Annua Debt Service (the
"Extended Prospective Evaluation"). For purposes of the |mmediate Prospective Evaluation and the Extended
Prospective Evaluation, the Net Revenues Available for Debt Service for the preceding Fiscal Y ear may be
adjusted to give effect to any increasein the rates and charges for servicesfurnished by the System that was put
into effect after the beginning of such Fiscal Year.

If a the beginning of any Fiscal Year the County's Director of Finance makes the aforesaid
determinations and concludes that the County has failed to satisfy the Historical Evaluation, the Immediate
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Prospective Evaluation or the Extended Prospective Evaluation, then a written notice setting forth such
determinations and the conclusions reached (a "Rate Adjustment Notice") shall be delivered, no later than
December 10 in such Fiscal Y ear, to the Trustee and to each member of the Commission. The County has
covenanted that, in the event of delivery of notice of the County'sfailureto satisfy the Historical Evaluation or
Immediate Prospective Eval uation (or both), the County will increase rates and charges for servicesfurnished
by the System in order to comply with the Rate Covenant.

Automatic Rate Adjustment Ordinance

On February 12, 1997, the Commission amended the ordinance that establishestherates and charges
for services furnished by the System (the "Rate Ordinance") in a manner that has resulted in continua
compliancewith the Rate Covenant. Under the provisions of the Rate Ordinance, the preparation and delivery
of aRate Adjustment Noticein accordance with the provisionsof the Indenture resultsin an automatic increase
in the rates for the standard charges imposed upon and collected from the users of the System, with such
increase to be effective as of January 1 inthe Fiscal Y ear in which such Rate Adjustment Noticeisdelivered.
The amount of any such rate increase is determined by formulas contained in the Rate Ordinance, which
formulas produce periodic rate increases that are consistent with the requirements of the Rate Covenant.

The Rate Ordinance specifically provides that the provisions thereof shall not limit or restrict the
power and authority of the Commission to modify the rates and chargesfor servicesfurnished by the Systemin
addition to the automatic rate increases resulting from the application of the Rate Ordinance. The Rate
Ordinance shall not constitute acontract between the County and the Series 2001-A Warranthol ders and may
be modified at any time by the Commission at its sole discretion.

The automatic rate increases under the Rate Ordinance have been implemented four times, resultingin
rateincreases effective January 1 in the years 1998, 1999, 2000 and 2001. The County Commission aso has
implemented adiscretionary rateincrease in addition to theincreases resulting from the Rate Ordinance, which
became effective March 1, 1999 and has approved an additional discretionary rate increase to be effective
April 1, 2001. See "Historical Coverage", herein.

Related Obligations

The County may obtain or cause to be obtained letters of credit, lines of credit, bond insurance or
similar instruments (collectively, " Credit Facilities") to secure or provide for the payment or purchaseof al or
aportion of the Parity Securities of any particular series. In connection therewith, the County may enter into
agreements with the issuer of or obligor on any such Credit Facility providing for, among other things, the
payment of fees and expenses to such issuer or obligor for theissuance of such Credit Facility, the terms and
conditions of such Credit Facility and the series of Parity Securities affected thereby, and the security, if any, to
be provided for the issuance of such Credit Facility and the payment of such fees and expenses or the
obligations of the County with respect thereto. The County may also, to the extent permitted by law, enter into
an interest rate swap agreement, an interest rate cap agreement, an interest rate floor agreement, aninterest rate
collar agreement or any similar agreement with respect to any series of Parity Securities or portion thereof.

The County may, if it elects to do so, secure all or any portion of its contractual obligations with
respect to any Credit Facility or any Qualified Swap (any such contractua obligations being herein called
"Related Obligations") by apledge of the Pledged Revenues which may be on aparity with the pledgemadein
the Indenture (except to the extent that any such pledge secures the payment of any amount payable by the
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County as a consequence of an early termination of aQualified Swap) so long as no default exists on the part
of the entity providing such Credit Facility or on the part of the related Qualified Swap Provider, asthe case
may be. Any Related Obligation that is secured by a pledge of the Pledged Revenuesthat is on a parity with
the pledge madein the Indentureisreferred to herein asa" Secured Related Obligation”. Notwithstanding any
pledge that may be made as described in the preceding sentence, Secured Related Obligations shall not
constitute or be treated as Parity Securities for any purpose in applying the provisions of the Indenture
(including, without limitation, the conditions precedent to theissuance of Additional Parity Securitiesand the
Rate Covenant).

The County has entered into certain interest rate swap transactions pursuant to itsrights described in
the preceding paragraphs. See AOUTSTANDING DEBT - Outstanding Swap Transactions.@

JEFFERSON COUNTY SEWER SYSTEM
General Information

Act No. 714 of the Alabama Legislature, enacted February 28, 1901 authorized the construction,
maintenance and operation of a sewage disposal system (the " System") in Jefferson County by the Jefferson
County Sanitary Commission, which Act No. 714 created. Act No. 716, also enacted February 28, 1901,
provided for theissuance of bondsfor sewer purposes and for thelevy of aspecial ad valoremtax (the " Sewer
Tax") for sewer purposes. On August 19, 1909, Act No. 48 was enacted into law to transfer therights, duties
and powers with respect to the System from the Jefferson County Sanitary Commission to the Board of
Revenue of the County. Pursuant to these acts, municipalitiesin the County may construct their own sewage
collection systems which connect to trunk or branch lines of the System. Private sewer systems, if any, can
also be connected to the System with the permission of the governing body of the County, the County
Commission. In addition to building trunk and branch lines, the Commission is a so authorized to locate and
build wastewater treatment plants to carry out its legidative charge to protect the sources of drinking water
supply from pollution.

Amendment No. 73 to the Alabama Constitution (the "County Sewer Amendment™) grants to the
governing body of the County theright to levy and collect sewer service chargesfrom the users of the System.
The County Sewer Amendment provides that the County Commission shall have alien against any property
served by the System to secure the payment of any related sewer service charges. Any such lien may be
enforced by foreclosure in the same manner as municipal assessments for public improvements. Under the
County Sewer Amendment, any moneys derived by the County from sewer service charges may be expended
only for purposes related to the improvement, extension, maintenance and operation of the System.

Through the end of World War 1, the System serviced four areasin the County, and total cumulative
construction expenditures were under $2 million. Subsequent to World War 11, two major forces contributed to
the geographical expansion of the System and the upgrading of treatment provided by the System'swastewater
treatment plants ("WWTPS"). The suburban migration that began in the 1950's, together with the rapid
residential and industrial growth in the County at that time, was one factor. The other factor wasthe Federal
Government's passage of the first Water Pollution Control Act of 1948, which set up policies, rulesand grant
procedures for water pollution control and wasthefirst in aseries of acts and amendments designed to protect
the streams and watercoursesin the United States.
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The Federa Water Pollution Control Act amendments of 1972 and 1977 (the "Clean Water Acts")
provide for the restoration and maintenance of the chemical, physical and biological integrity of the nation's
waters. Toward the furtherance of that goal, the Clean Water Actsestablished the Nationa Pollutant Discharge
Elimination System ("NPDES"), apermit system administered by the United States Environmental Protection
Agency ("EPA") in conjunction with the various states. EPA hasdé egated the NPDES programin Alabamato
the Alabama Department of Environmental Management ("ADEM"). The System is subject to the
requirements of the Clean Water Actsand the conditions set forth in the NPDES permit applicable to each of
the WWTPs. In addition, the System is subject to regulation by ADEM.

All of the County's WWTPs achieve levels of secondary and tertiary treatment consistent with the
standards set forth in the Clean Water Acts. However, dueto the treatment capacities for wet weather flowsto
certain plants coupled with the loading restrictions associated with low volume of water flow of the streaminto
which the plants discharge, problemsrelated to peak treatment capabilitiesremain. Additionally, the EPA and
the ADEM have established high stream quality standards for the County. For example, the Cahaba River
WWTP discharges into the Cahaba River, which has very low stream flow dueto its upstream diversion and
use as drinking water. Therefore, continued improvements to facilities where stringent effluent limits are
imposed will be necessary in the future.

In 1998, astheresult of aUnited States District Court=s decision pursuant to alawsuit claiming that
Jefferson County was violating EPA regulations of the Clean Water Acts, the operations and maintenance of
the sewage collection systems of twenty-one municipalities connected to the System were unified under the
control of the County Commission. The unification of the respective sewage collection systemsadded over 11
million linear feet of sewer lines and approximately 100 pumping stations, thereby expanding the County
Commission responsibility for the System with atotal of more than 2600 miles of sewer lines, 140 pumping
stations, and nine WWTPs.  Upon the acquisition of the municipa systems, the County Commission
determined that the municipal systemsfailed to meet the standards required to comply with the Clean Water
Acts. The County Commission iscurrently implementing comprehensive rehabilitation to theinfrastructureto
comply with federal requirements and prepare the System to meet the demands of Jefferson County=sgrowing
population.

County Growth Patterns

The most significant aspect of the County's growth since 1950 isitslow density when compared to the
older central area. For instance, new suburban growth in the areas of the County on the southern side of Red
Mountain from Birmingham have taken place at a density of less than two dwelling units per net residential
acre as compared to densitiesin the West End section of Birmingham of approximately six dwelling units per
net residential acre. Beginning in the 1950's, amass outward migration of people from the central valley area
began, following the national trend of movement from the city out to the suburbs. Thisled to pressure for
sewer service in outlying areas at the same time that regulatory requirements were mandating secondary
treatment of wastewater.

Although the period from 1970 to 1980 saw only a slight increase in the County's population, the
number of housing units in the County increased by 22%. This may be attributable to an increase in
multifamily construction during this time, which added to the County=s housing units. The trend towards
smaller families and declining birthrate, generally, also contributed to the d ow popul ation growth. Subsequent
moratoria on sanitary sewer facilities and the impact of the recession slowed growth in the late 1970's.
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Between 1980 and 1990, the County=s population declined by nearly 20,000 people. Household size
decreased rapidly during this decade, aswell. In part, the shrinking population may be attributed to smaller
households and the declining birthrate. In addition, migration from the County contributed to the population
decline. Construction on Interstate 459 was completed during this decade which enabled those working in
Birmingham to move to outlying counties and commute into the city. Despite the population decline during
this time, the number of housing units in the County rose by 5.1%. Thisincreaseis likely the result of the
construction of multi-unit dwellings.

Between 1990 and 2000, the population of the County increased dightly, reversing the trend of the
prior decade. While out-migration from the County has occurred, this trend has been somewhat offset by a
high birth to death ratio. The number of housing unitsincreased during thistime, aswell, but not asrapidly as
it did during the 1970'sand 1980's. Nearly one-half of the new housing unitsin Jefferson County were located
south of Birmingham aong Interstate 65 and Highway 31 in the Hoover and V estaviaHills areas and northeast
of Birmingham along Interstate 59 in the Trussville area.

Generally, areas of future growth are expected to concentrate along the maj or transportation corridors
radiating outward from the center of the Birmingham area. Growth characteristics and potentials of the area
major corridors are summarized in the following paragraphs.

Interstate 65 and U. S. Highway 31 South C One of the strongest growth corridorsin the urban area
isformed by Interstate 65 and U. S. Highway 31 South. The combination of alimited access facility with a
roughly parallel highway providing access to adjoining property greatly strengthens the development of this
corridor. Where this corridor passes south from Red Mountain, it is further strengthened by other parallel
routesincluding the Green Springs Highway and the Elton B. Stephens Expressway, which passesthrough the
centers of Homewood, VestaviaHillsand Hoover. While the relatively rugged terrain in this corridor forces
development into low density patterns, it aso hinders the development of minor arterial routes that could
relieve traffic on mgjor arteries. This has forced most commercial development to locations along U. S.
Highway 31.

Interstate 459 C This southern beltway connecting Interstate 20 and Interstate 59 has attracted
substantial commercial and residential development. With the construction of sewers, mgjor development has
occurred where [-459 interchangeswith 1-59 North, U. S. Highway 280 East, Acton Road, U. S. Highway 31
South, Highway 150, Morgan Road and I-59 South. It isexpected that further devel opment aong thiscorridor
should continue to increase based on sewer availability.

Interstate 59 and U. S. Highway 11 South C Extending southwest from Bessemer, this corridor is
strengthened by a mainline of the Norfolk Southern Railroad and U. S. Highway 11. Relatively level land
aong this corridor offers potential for adevelopment pattern which includes housing, commercial and public
services. The Jefferson County Economic and Industrial Devel opment Authority has recently developed an
industria park inthisarea. Thelocation of the Mercedes Benz assembly plant in nearby Vancein Tuscal oosa
County has greatly increased demand for sewer servicesin the area.

U. S. Highway 78 West C This corridor runs northwest from the central Birmingham area through
Forestdale, Westwood, Adamsville and Graysville. It passes through the rugged terrain of the Warrior River
Basin. The completion in 1990 of the Prudes Creek Treatment Plant in the Graysville/Adamsville area has
contributed to the growth of this corridor. Recent growth in this area is projected to continue with the

26



extension of Corridor X from Memphisto Birmingham. Corridor X isaproject intended to replace existing
U.S. Highway 78 with alimited access expressway from Memphis to Birmingham.

Interstate 65 and U. S. Highway 31 North C Thiscorridor passes north from the central Birmingham
areathrough Fultondale and Gardendale. The completion of 1-65 north from downtown Birmingham through
Gardendale has greatly strengthened the devel opment potentid of this corridor by permitting U. S. Highway 31
to function as a high capacity service road while through traffic uses the interstate. Recent construction of
sewers located at the Fieldstown Road Interchange has provided for major devel opment.

State Highways 75 and 79 C Thesetwo highwaysform abroad corridor beginningin the northeastern
section of Birmingham and following a wide path to the northeast through Tarrant City, Center Point and
Pinson. Highway 79 connects Tarrant City to Pinson through the Pinson Valley north to Bradford. Highway
75 follows a somewhat parallel course to the east, connecting the Woodlawn area, through Center Point and
Pinson, to Palmerdale. Only small portions of this corridor are held in large tracts for mineral reserves, and
significant amounts of buildable land remain available. Theindustrial potentia of the Pinson Valley portion of
this corridor is enhanced by amain line of the CSX Railroad which parallels Highway 79 leaving sufficient
width for good industrial sites. Recent devel opment has occurred due to the construction of asanitary sewer
trunk in the Pinson area.

Interstate 59 and U. S. Highway 11 East C Thiscorridor beginsin Huffman and extends east through
a gap in Red Mountain, then northeast through Trussville and Argo. Recent completion of the Deerfoot
Parkway has further stimulated large residential development in this area. East of Red Mountain land
bordering the corridor isgenerally characterized by rough terrain and low lying flood plains. The construction
of the Trussville Industrial Park Collection System and Pinchgut Creek Trunk Sewer has spurred interest for
continued development along U. S. Highway 11 in the Trussville area.

Interstate 20 and U. S. Highway 78 East C Thiscorridor will have the transportation facilities essential
for strong corridor development, but such development will be severely limited by rugged terrain and large
mineral land holdings. The corridor extends east from Irondale to Leeds, crossing the Cahaba River. Itis
paraleled by amain line of the Norfolk Southern Railway which provides some industrial potential. Most
urban development will be limited to portions of the corridor lying west of the Cahaba River and in the
immediate L eeds area. Significant commercial and residential developmentsare currently underway in Leeds.

U. S. Highway 280 East C Thiscorridor experienced limited devel opment pressure during the 1970's.
However, major changes have taken placein recent years. With the completion of Interstate 459, which now
provides access to this area from north and south, the corridor has attracted major office and retail
development. Further growth in the corridor appears likely to continue.

Lakeshore Extension C Thiscorridor beginsin Homewood near Interstate 65, extends southwesterly
through the Oxmoor Valley toward Highway 150 near Morgan Road and will connect to Interstate 459.
Significant residential, office, research, and retail development isunderway inthisarea. Additiona sewersare
planned at the Interstate 459 interchange.

System Management

The Jefferson County Commission is comprised of five commissioners elected by district. The
President of the Commission isresponsiblefor the financial management of the System, aswell asthefinancia
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management of the rest of the County's operations. One commissioner has been given the responsibility of
Environmental Services which includes, in part, the overal operational management of the System. The
System is managed by the County Environmental Services Department under the daily direction of the
County's Environmental Services Director.

Environmental Services Department

The Environmental Services Department is organized into five divisions. Administration,
Maintenance and Construction, Wastewater Treatment Plants, Barton Lab/Industrial Pretreatment and Solid
Waste. The Environmental Services Department has atotal of 756 employees, all of whom are civil service
employees.

The Adminigtration Division has the responsibility of providing direction to all phases of the
Department's operations. The Administration Division has 73 employees, including the engineering staff. The
dutiesinclude management of wastewater treatment plants, management of the capital construction programs,
issuance of impact connection permits, sewer service inspections, sewer availability information, assessment
sawers and review and approval of all proposed sewer construction plans.

The Maintenance and Construction Division hasthe responsibility for performing sewer maintenance
activities, sewer construction inspection, and miscellaneous construction to support the maintenance crews.
The maintenance operations are staffed 24 hours per day, seven days per week. Thisdivision hasatotal of 197
employees.

The Wastewater Treatment Plant Division hasthe responsibility for the operation and maintenance of
the wastewater treatment facilities of the County. Thisdivision has atotal of 374 employees.

Barton Lab/Industrial Pretreatment Division has the responsibility for miscellaneous laboratory
analyses required by the Department, water quality monitoring activities, plant laboratory quality control and
industrial pretreatment sampling and surcharge activities. Thisdivision has atotal of 33 employees.

Solid Waste Division is responsible for operating and maintaining the Department's two public
landfills, solid waste transfer facility and two wood waste facilities. This division is funded entirely from
tipping fees, which revenues do not constitute System Revenues. Thisdivision has atotal of 79 employees.

Jefferson County Wastewater Treatment Plantsand Sewer Lines

Village Creek Wastewater Treatment Plant. TheVillage Creek Plantislocated in Pratt City. The
plant receives sewage flow from most of the downtown Birmingham area, including Southside, West End,
Avondale, Woodlawn, East Lake, Huffman, North Birmingham, Ensley, Pratt City, Forestdale and Hooper
City. The Village Creek Plant has an average design capacity of 60 million gallons per day ("MGD"). The
unit processes for treatment consist of screening removal with mechanical bar screens, pre-aeration and grit
removal, primary clarification, first stage activated sludge aeration, intermediate clarification, second stage
aeration for nitrification, final clarification, partial sand filtration, chlorination, dechlorination and final effluent
discharge into Village Creek. Sludge handling consists of thickeners, anaerobic and aerobic digestion,
mechanical dewatering by centrifuges. Thedried solidsare handled by the biosolids operations described | ater.
There are 80 employees at this plant which is staffed 24 hours per day, seven days aweek. The plant is
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currently under design to expand the average capacity from 60 MGD to 120 MGD and provide peak flow
treatment to all wet weather flows.

Valley Creek Wastewater Treatment Plant. The Valley Creek Plant islocated in West Bessemer
near theintersection of Johns Road and Powder Plant Road. The plant receives sewage flow from the Central
Park C Fairgrounds area, Fairfield, Midfield, Powderly, Roosevelt City, Brighton, Lipscomb, Bessemer,
Hueytown, Pleasant Grove, Dolomite, Garywood, Wylam and McCallaareas. The Valey Creek Plant also
receives dl the flow from the Shades Valley basin including Irondale, Mountain Brook, Homewood and
portions of Birmingham south of Red Mountain. The Valley Creek Plant has an average design capacity of 65
MGD. Theunit processesfor treatment consist of mechanical bar screens, comminutors, pre-aeration and grit
removal, primary clarification, first stage activated sludge aeration, intermediate clarification, second stage
aeration for nitrification, final clarification, chlorination, dechlorination and final effluent dischargeto Valley
Creek. Sludge handling consists of thickeners, anaerobic digestors and s udge dewatering by belt filter presses.

Dried solids are handled by the biosolids operations. There are 71 employees at this plant, which is aso
staffed 24 hours per day, seven days a week. The plant is currently under design to expand the average
capacity to 85 MGD and provide peak flow treatment to all wet weather flows.

Five Mile Creek Wastewater Treatment Plant. The Five Mile Creek Plant is located in Lower
Coalburg. The plant receives sewage flow from Tarrant City, Inglenook, Lewisburg, Roebuck, Center Point,
Grayson Valley, the southern end of Pinson Valley, Fultondale and southern Gardendale. The Five Mile Creek
Plant has an average design capacity of 20 MGD. The unit processes for treatment consist of mechanical
screens, flow equalization, pre-aeration and grit removal, primary clarification, step-aeration activated sludge
aeration, secondary clarification, chlorination and dechlorination, and final effluent discharge to Five Mile
Creek. Sludge handling consists of aerobic digestion, thickeners and sludge drying beds. Dried solids are
handled by the biosolids operations. There are 38 employeeswho operate the Five Mile Creek Plant 24 hours
per day, seven days aweek.

Cahaba River Wastewater Treatment Plant. The Cahaba River Plant is located in Hoover just
downstream of the I-65 bridge over the Cahaba River. The plant receives sewage flow from Hoover, Bluff
Park, Vestavia, Rocky Ridge, Acton Valley, Cahaba Heights and that portion of Riverchase which iswithin
Jefferson County. This plant has an average design capacity of 12 MGD. The unit process consists of
mechanical fine screens, pre-aeration and grit removal, peak flow holding basin, primary clarification, first
stage activated dludge aeration, intermediate clarification, second stage aeration for nitrification, final
clarification, filtration, chlorination, dechlorination and final effluent discharge to the CahabaRiver. Sludge
handling consists of aerobic digestion and sludge dewatering by belt filter presses. Dried solidsare handled by
the biosolids operations. There are 40 employees at the Cahaba River Plant, which isstaffed 24 hours per day,
seven daysaweek. Theplant iscurrently under design to add additional tertiary treatment componentsto meet
new regulatory discharge requirements.

Turkey Creek Wastewater Treatment Plant. The Turkey Creek Plant islocated in Pinson just off
The Narrows Road. The plant receives sewage flow from Pinson, the Sweeney Hollow Road area, and
northern Center Point. The Turkey Creek Plant has a design capacity of 4 MGD. The unit processes for
treatment consist of bar screens, comminutors, pre-aeration and grit removal, equalization holding basin,
oxidation ditch extended aeration, secondary clarification, ultraviolet light radiation and fina effluent
discharge cascade to Turkey Creek. Sludge handling consists of thickeners and sludge drying beds. Dried
solids are handled by the biosolids operations. There are 10 employees at this plant which is staffed eight
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hours per day, seven days aweek. The plant is currently under design for expansion to accommodate growth
within the service area of this plant.

Norman R. Skinner (L eeds) Wastewater Treatment Plant. The LeedsPlant islocated in the City
of Leeds off Montevallo/Cahaba Valley Road. The plant receives sewage flow only from the City of Leeds,
including small parts of St. Clair and Shelby Counties. The Leeds Wastewater Treatment Plant has a design
capacity of 5MGD. The unit processesfor treatment consists of headworks grinders, grit removal, peak flow
holding facilities, oxidation ditch extended aeration, secondary clarification, sand filtration, ultra-violet light
radiation (disinfection) and final effluent discharge to the Little Cahaba River. Sludge handling consists of
aerobic digestion, thickening and sludge drying beds. Dried solids are handled by the biosolids operations.
There are 13 employees at this plant which is staffed 8 hours per day, seven days a week.

Trussville Wastewater Treatment Plant. The Trussville Plant islocated in the City of Trussville
behind City Hall. The plant currently receives flow from the City of Trussville and an area along U. S.
Highway 11 between Trussvilleand 1-459. The Trussville Plant, completed in July 1998, hasadesign capacity
of 4.5 MGD. The unit processes for treatment consist of grit removal, oxidation ditch extended aeration,
secondary clarification, sandfiltration, ultra-violet light radiation (disinfection) and final effluent dischargeto
the CahabaRiver. Sludge handling consists of Sludge drying beds. Dried solids are handled by the biosolids
operations. There are 13 employees at this plant which is staffed eight hours per day, seven days a week.

Warrior Wastewater Treatment Plant. The Warrior Plant is located to the west of Warrior on
Blackburn Drive and servesthe City of Warrior. The plant has an average design capacity of 100,000 gallons
per day. Theunit processesfor treatment consist of headworks grinders, extended aeration, final clarification,
ultra-violet light radiation and final dischargeinto Cane Creek. TheWarrior Plant isstaffed for eight hours per
day, five days per week with 2 employees. The plant iscurrently under design for expansion to accommodate
growth in the service area.

PrudesCreek Wastewater Treatment Plant. The Prudes Creek Plant servesthe Citiesof Graysville
and Adamsville. The Plant has an average design capacity of 600,000 gallons per day. The unit processesfor
treatment consist of headworks grinders, extended aeration, final clarifiers, ultra-violet light radiation and final
effluent discharge into Fivemile Creek. The Prudes Creek Plant is staffed eight hours per day, five days per
week with 2 employees. The plant is currently under design to provide additional peak flow treatment to all
wet weather flows.

Pump Stations. The County Commission currently operates numerous pumping stations throughout
the County. These stations operate automatically for the most part and they are not permanently staffed. This
operation is staffed with 53 employeeswhich comprise several crewswho monitor and maintain these pumping
stations on adaily basis.

Sewer Plant M aintenance Shops. The County Commission haselectrical, € ectronic and mechanical
maintenance shops at the Village Creek, Valley Creek and Five Mile Creek Plantsand at the ShadesValley site
with atotal of 33 employees. The shops perform maintenance activities at all of the WWTPs.

Biosolids (Sludge) Beneficial Reuse Operations. This operation provides the staffing (19
employees) and trucking operations to haul and apply all dried sludge (biosolids) onto land which has been
stripped for coal in the past as part of a beneficial reuse and land reclamation effort by the County
Commission. This program has received regiona and national recognition by the EPA.
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Billing, Collection and Rate Making Authority

Themajority of the sewer customersin the County are served by the Birmingham Water WorksBoard
system or another city-owned water system. Sewer customers served by the Birmingham Water Works Board
and Bessemer are billed for sewer service on their monthly water bills. The remaining sewer customers are
billed by and pay directly to the County. Some industrial and/or commercia users are subject to a surcharge
based on the strength of their waste. This surcharge is administered by the County.

Pursuant to the County Sewer Amendment, the governing body of the County has sole authority to set
sawer rates and chargesin the County and to provide for the collection, payment and enforcement thereof. In
1984, the Alabama Supreme Court confirmed the County's authority to set rates for sewer service, and held
unconstitutional an attempt by the Alabama Legislature to limit that authority. Since the County rate making
authority is constitutionally granted, it can only be changed by further constitutional amendment.

The Commission has adopted an amended ordinance that providesfor an automatic adjustment inthe
rates and charges for services furnished by the System, effective each January 1, in order to comply with the
Rate Covenant. See"DEBT SERVICE REQUIREMENTSAND COVERAGE B Automatic Rate Adjustment
Ordinance". The provisions of such ordinance do not limit or restrict the power and authority of the
Commission to modify rates and charges in addition to the automatic rate increases resulting from the
application of such ordinance.

[Remainder of Page Left Intentionally Blank]
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Rates and Charges

OnJanuary 1, 2001, the effective charge for sewer servicein the County became $2.74 per 100 cubic
feet of water consumed, an increase from the rate of $2.48 which became effective on January 1, 2000. An
additional increase to $3.01 per 100 cubic feet will become effective on April 1, 2001. A 15% consumption
alowanceispermitted for residential customers (other than customers who a so have private meters) for water
not returned to the System. In addition, the County charges a system devel opment charge of $100.00 for each
new plumbing fixture added to the System.

Shown below is a chart reflecting the rates and charges for sewer service in effect since January 1,

1994
Average Average
Per 100 Residential Comparative

Rate | ncrease Date Cubic Feet Bill* Rates’
January 1, 2001 $2.74 $23.29 NA
January 1, 2000 2.48 21.08 NA
March 1, 1999 2.20 18.70 $18.70
January 1, 1999 1.96 16.66 18.70
January 1, 1998 1.88 15.98 17.88
February 1, 1997 1.78 15.13 17.57
January 1, 1996 1.73 14.71 17.27
June 1, 1995 1.58 13.43 16.97
January 1, 1994 1.44 12.24 16.60

The typical monthly residential consumption is 1000 cubic feet. The typical residential customer does not have a special sewer
meter. Thesetypical customers receive a 15% consumption discount for water used that does not enter the sewer system.

2Sources: Raftelis Environmental Consulting Group, Inc., Raftelis Environmental Consulting Group 1996, 1998 and 2000 Water and
Wastewater Rate Survey, Charlotte, N.C.; and Ernst & Y oung, 1994 Rate Survey.

Listed below is a comparison of residential sewer service charges per 1,000 cubic feet in other
Southeastern cities. The charges listed in this chart are based on rates in effect at various points during
calendar year 1999. Other than the chargesreferrableto the County, the following charges have been extracted
from arate study conducted by Raftelis Environmental Consulting Group.

[Remainder of Page Left Intentionally Blank]
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Residential Sewer Charge Comparisons
Per 1000 Cubic Feet of Water Metered

Charleston SC $39.11
Asheville, NC 30.50
Richmond, VA 29.95
Kingsport, TN 28.50
Tallahassee, FL 28.45
Austin, TX 28.14
Tampa, FL 27.80
Greenville, SC 25.96
Chattanooga, TN 25.66
Dallas, TX 24.12
Orlando, FL 23.71
Miami, FL 22.12
Mobile, AL 20.85
Spartanburg, SC 20.50
High Point, NC 20.44
Cleveland, OH 19.60
Charlotte, NC 18.95
Jefferson Co., AL 18.70
Tulsa, OK 18.63
Augusta, GA 16.50
Little Rock, AR 15.67
Baton Rouge, LA 15.54
Greenshoro, NC 12.60
Raleigh, NC 11.48
Anniston, AL 9.80
Memphis, TN 4.39

Note: Theinformation shown isfor calendar year 1999. Jefferson County=saverage residential sewer chargefor caendar year 2000
was $21.08.

Source:  Raftelis Environmental Consulting Group, Inc., Raftelis Environmental Consulting Group 2000 Water and Wastewater
Rate Survey, Charlotte, N.C.

[Remainder of Page Left Intentionally Blank]
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Major Customers

Listed below are the top ten customers of the System during fiscal year ended September 30, 2000 and
the related sewer service charges paid:

Annual

Sewer

Service

Major Sewer User Business Revenues

University of Alabama at Birmingham University $1,768,999
Birmingham Housing Authority Government 1,749,754
UsXx Steel manufacturer 1,266,550
Barbers Dairies Dairy 828,239
Golden Flake Snack Foods 492,675
Baptist Medical Center Hospital 431,577
Buffalo Rock Soft drinks 424,205
Birmingham Board of Education Government 370,192
Brookwood Medical Center Hospital 349,326
Pemco Manufacturer 332,648

*|ncludes surcharge on same consumption.

Source:  Jefferson County.

Sanitary Sewer Capital Improvement Program

The purposes of the County's Sanitary Sewer Capital Improvement Program are:

1 To upgrade and expand the large-scale wastewater treatment plantsin order
to permit projected and predictable economic and residential growth over the next 10 to 15
years.

2. To comply with current stringent stream standards sufficiently to prevent

future moratoriums,

3. To accommodate some areas of the County which have been without sewer
systems and that show an imminent need.

4, To achieve compliance with the Consent Decree. See "LITIGATION -
Consent Decree”.

Financing for the County=s capital improvement program has been and will be accomplished through

the issuance of sewer revenue warrants by the County and the use of retained sewer service charges not
required for operation.
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Between October 1, 1997 and September 30, 2000, the County spent approximately $591 million on
various consent decree and ongoing capital sewer improvement projects. The County expectsthat it will spend
in excess of $1.9 billion on capital expendituresfor sewer purposes between October 1, 2000 and September
30, 2005. Thefollowing table setsforth the amount expected to be spent on projects hecessary to comply with
the Consent Decree aswell as non-Consent Decree projectsfor the periods shown, beginning October 1, 1997.

The table below rounds the following estimates to the nearest million dollars.

JEFFERSON COUNTY ENVIRONMENTAL SERVICES
SANITARY SEWER CAPITAL IMPROVEMENT PROGRAM
Actual and Estimated Expendituresfor Period beginning October 1, 1997

Consent Decree Ongoing Capital Total
Period Projects Improvements Expenditures
(millions) (millions) (millions)

10/1/97 through 9/30/00 $496 $95 $591
10/1/00 through 9/30/01 307 98 405
10/1/01 through 9/30/02 350 138 488
10/1/02 through 9/30/03 233 221 454
10/1/03 through 9/30/04 186 168 354
10/1/04 through 9/30/05 151 51 202
10/1/05 and thereafter 173" 16° 189
TOTALS $1,896 $787 $2,683

Y Includes projected expendituresfor fiscal years 2006 and 2007 plus anticipated but not yet identified rehabilitation projectsrequired
to comply with Consent Decree.
2 Includes projected expenditures for fiscal years 2006 and 2007.

Although the foregoing table reflects the County's best estimates based on current plans of the
Environmental Services Department for constructing improvementsto the System, the County may modify its
plans by eliminating or delaying certain projects or by atering the order in which the foregoing projects are
undertaken. No assurance can be given that the amounts shown will be spent at al nor that such amountswill
be spent according to the schedule indicated.

Sewer Tax

The Sewer Tax islevied and collected by the County asa.7 mill ad valorem tax for the purpose of
paying a portion of the costs of improving, maintaining and operating the System and debt service on County
obligationsissued for sewer purposes. For thefiscal year that ended September 30, 2000, the revenues derived
from the Sewer Tax were approximately $4,486,818 and it is expected that the annual revenues from such tax
will continue to approximate that amount.

[Remainder of Page Left Intentionally Blank]
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RESULTS OF OPERATIONS
This section of the Official Statement presents certain historical operating data and financia
information concerning the System. Thisinformation in this section will be updated annually and such annual
report will befiled with appropriate information repositoriesin accordance with the requirements of Rule 15¢2-
12 of the Securities and Exchange Commission. See "CONTINUING DISCLOSURE".
System Utilization

Thefollowing table setsforth certain essentia utilization datawith respect to the System for the past
fivefiscal years.

Fisca Year Ending September 30

2000 1999 1998 1997 1996
Active Accounts 142,277 142,042 141,606 140,324 140,146
Avg. daily treatment volume
(millions of gallons treated) 114 119 132 127 130
Sewer Rate Charges (in thousands) $68,268 $60,705 $49,532 $46,951 $44,387
% Revenues - Largest Customer 2.57% 2.93% 2.91% 2.92% 3.19%
% Revenues - Top 10 Customers 11.99% 11.62% 12.35% 10.37% 13.10%

Source: Jefferson County

[Remainder of Page Left Intentionally Blank]
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Summary of Revenues and Expenditures

The following table sets forth the consolidated revenues, expenditures and changes in fund balance
with respect to the System for each of the past five years:

Fiscal Y ear Ended September 30

!Data are unaudited.
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2000 1999 1998 1997 1996
Revenues
Sewer Rate Charges $68,267,995 $60,705,297 $49,531,824 $46,950,835 $44,387,013
Other Operating Revenue 6,776,612 5,652,947 5,837,746 5,430,480 4,948,202
Ad Valorem Taxes 4,486,818 3,151,127 3,009,938 2,861,888 2,718,657
Interest income 46,564,365 34,367,637 21,504,762 15,083,657 6,006,195
Miscellaneous Revenue 35,360 53,655 244,054 10,953 228,457
TOTAL REVENUES $126,131,150 $103,830,663 $80,128,324 $70,337,813 $58,288,524
Expenses
Salaries and Wages $22,456,966 $19,610,265 $17,100,926 $14,904,481 $13,706,321
Contract Services 2,938,299 3,538,821 3,495,947 3,494,131 5,159,247
Other 16,016,016 10,089,599 10,714,865 9,123,806 6,692,367
TOTAL EXPENSES 41,411,281 33,238,685 31,311,738 27,522,418 25,557,935
Excess of Revenues
Over Expenditures $84,719,869 $70,591,978 $48,816,586 $42,815,395 $32,730,589
Other Financing Sources (Uses)
Depreciation (31,503,295) (24,920,608) (22,525,436) (21,585,426) (18,524,294)
Interest Expense (82,912,979) (62,504,352) (33,546,331) (25,575,078) (12,702,798)
TOTAL OTHER FINANCING
SOURCES (USES) (114,416,274) (87,424,960) (56,071,767) (47,160,504) (31,227,092)
Net Income (Loss) (29,696,405) (16,832,982) (7,255,181) (4,345,109) 1,503,497
Retained Earnings, Beginning
of Year 172,452,053 189,285,035 196,540,505 199,302,426 197,798,929
Adjustments for Prior Periods 0 0 0 1,583,188 0
Adjusted Retained Earnings
Beginning of Year 196,540,505 200,885,614 197,798,929
Retained Earnings, End of
Year $142,755,648 $172,452,053  $189,285,324  $196,540,505  $199,302,426



Summary of Balance Sheet

Thefollowing table setsforth a summary of the assets and liabilities of the System for each of the past

five years.
Fiscal Year Ended September 30
20001 1999 1998 1997 1996
ASSETS
Cash and Investments $688,401,395  $972,410,540 $217,577,359  $319,635,220 $78,202,219
Accounts Receivable, Net 12,008,266 11,063,769 7,576,355 6,366,917 4,697,509
Interest Receivable 0 0 0 0 0
Due From Other Governmental Units 489,659 465,039 325,510 607,695 30,975
Inventories 546,885 534,599 514,939 439,652 454,043
Prepaid Items 0 0 0 0 6,322
Warrant Issue Costs 22,941,539 23,821,583 16,615,610 17,295,590 4,383,822
Fixed Assets, Net 1,005,511,451 755,595,701 576,175,647 482,652,283 408,399,300
Deferred Loss on Early Debt
Retirement 3,229,759 3,683,648 4,137,537 4,591,426 0
TOTAL ASSETS $1,733,128,954 $1,767,574,879  $822,922,957 $831,588,783  $496,174,190
LIABILITIES AND FUND EQUITY
LIABILITIES
Accounts Payable $26,936,815 $25,478,133 $19,860,553 $14,049,894 $12,428,864
Interest Payable 13,695,115 13,799,841 5,472,833 5,523,737 1,063,341
Accrued Payroll and Taxes 393,570 978,339 796,949 103,540 46,287
Retainage Payable 6,114,521 3,684,049 3,044,758 5,147,180 4,201,597
Accrued Vacation and Sick Leave 2,562,982 2,340,363 2,137,551 1,737,927 1,574,675
Accrued Compensatory Leave 324,028 263,741 224,989 151,000 142,000
Arbitrage Rebate Payable 3,461,275 603,360
Warrants Payable 1,536,885,000 1,547,975,000 602,100,000 608,335,000 277,415,000
TOTAL LIABILITIES 1,590,373,306 1,595,122,826 633,637,633 635,048,278 296,871,764
FUND EQUITY
Retained Earnings 142,755,648 172,452,053 189,285,324 196,540,505 199,302,426
TOTAL FUND EQUITY 142,755,648 172,452,053 189,285,324 196,540,505 199,302,426
TOTAL LIABILITIESAND
FUND EQUITY $1,733,128,954 $1,767,574,879  $822,922,957 $831,588,783  $496,174,190

!Data are unaudited.
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OUTSTANDING DEBT
General

The principal forms of indebtedness that the County is authorized to incur include general obligation
bonds, general obligation warrants, general obligation bond anticipation notes, specia or limited obligation
warrants and various revenue anticipation bonds and warrants relating to enterprises. In addition, the County
has the power to enter into certain leases which congtitute a charge upon the general credit of the County.
Under existing law, the County may issue general obligation bonds only after afavorable vote of the electorate
of the County. General and special obligation warrants issued for certain specified purposes may be issued
without voter approval.

The County Financial Control Act generally prohibits the issuance of warrants by counties unless at
the time of such issuance funds are available for their payment. Act No. 83-75 enacted at the 1983 First
Specia Session of the Legislature of Alabama, as amended by Act No. 83-921 of the 1983 Fourth Special
Session of the Legidature of Alabama (such actsbeing codifiedas' ' 11-28-1 through 11-28-7, inclusive, of
Code of Alabama 1975), pursuant to which the Series 2001-A Warrants are being issued, as well as certain
other statutes authorizing Alabama counties to issue general and specia obligation warrants for certain
specified capital and other similar purposes, expressly negate the application of the County Financial Control
Act to such warrants. With certain minor and narrow exceptions, however, Alabama counties may not incur
long-term debt for payment of current operating expenses, and the County Financial Control Act has the
practical effect of prohibiting deficit financing for current operations.

Outstanding Long-Term Sewer Revenue Debt

After the issuance of the Series 2001-A Warrants, the County's only outstanding long-term sewer
revenue debt will consist of the Series 2001-A Warrants, the Series 1999-A Warrants and the Series 1997
Warrants. For a schedule of debt service requirements on the Series 2001-A Warrants, the Series 1999-A
Warrants and the Series 1997 Warrants, see "DEBT SERVICE REQUIREMENTS AND COVERAGE".

Outstanding Short-Term Sewer Revenue Debt

The County does not have any short-term debt outstanding payable out of Pledged Revenuesand does
not have aline of credit for short-term borrowing purposes payable out of such revenues.

Outstanding Swap Transactions

Acting in accordance with rights reserved in the Indenture, the County has entered into variousinterest
rate swap transactionswith respect to the Parity Securities. The County isnow obligated with respect to three
of those transactions (the AOutstanding Swaps@. Under each of the Outstanding Swaps, the County (a) is
obligated to make monthly payments calculated by reference to the applicable notional amount and the BMA
Municipal Swap Index and (b) is entitled to receive semiannual payments calculated by reference to the
applicable notional amount and the applicable fixed interest rate.

Two of the Outstanding Swaps are between the County and Morgan Guaranty Trust Company of New

York (AMorgan@. Thosetransactions (the AMorgan Transactions@ have notional amounts of $200,000,000
and $175,000,000, respectively. The Morgan Transaction with a notional amount of $200,000,000 had an
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effective date of February 1, 2001, a termination date of January 1, 2016, and a fixed rate (for determining
payments to be made by Morgan) of 5.069%. The Morgan Transaction with a notional amount of
$175,000,000 has an effective date of February 1, 2002, atermination date of January 1, 2016, and afixed rate
(for determining paymentsto be made by Morgan) of 5.2251%. For each Morgan Transaction, Morgan hasthe
option to cancel such transaction on thefirst calendar day of any month occurring after January 31, 2004. In
addition, if Morgan exercises such cancellation option with respect to atransaction, Morgan will then havethe
option to reinstate such transaction (in accordance with its origina terms) on the first calendar day of any
month occurring after January 31, 2009.

Thethird Outstanding Swap is between the County and The Chase Manhattan Bank (AChase@. That
transaction (the AChase Transaction@ has anotional amount of $70,000,000, an effective date of February 1,
2002, atermination date of February 1, 2031, and afixed rate (for determining paymentsto be made by Chase)
of 5.17%. Chase has the option to cancd the Chase Transaction on the first calendar day of any month
occurring after January 31, 2007.

The Outstanding Swaps are Qualified Swaps and Secured Related Obligations for purposes of the
Indenture. See ADEBT SERVICE REQUIREMENTS AND COVERAGE - Related Obligations.@

Anticipated Debt

In order to comply with the Consent Decree governing the System (see"LITIGATION - The Consent
Decree") and to meet the System'’s ongoing capital improvement requirements, the County expects to issue
substantial additional indebtedness over the next two years. The Series 2001-A Warrantsare being issuedin
order to finance the County's sewer improvement program through April, 2002. The County anticipatesthat,
as of April, 2002, there will remain additiona projects included in the remedia plan and ongoing sewer
improvement program that will cost approximately $1.412 billion. The County expects to finance these and
other discretionary capital improvements by periodically issuing additional debt secured by the Pledged
Revenues on aparity of lien with the Series 2001-A Warrants, the Series 1999-A Warrantsand the Series 1997
Warrants. The next phase of such additional financing is expected to occur in calendar year 2002. See"THE
PLAN OF FINANCING -- Sources of Funding".

Outstanding General Obligation Debt
The County's outstanding general obligation indebtedness (apart from (i) current liabilitiesincurred in
theregular and ordinary operations of the County and (ii) certain conduit financings for which the County has

no payment obligation or other liability) consists of the following outstanding warrants of the County:

General Obligation Warrants, Series 1990, maturing
April 1, 2001 $ 2,015,000

Genera Obligation Warrants, Series 1992, maturing
annually April 1, 2001 through April 1, 2007 32,925,000

Genera Obligation Warrants, Series 1993, maturing
annually April 1, 2001 through April 1, 2010 64,145,000

Genera Obligation Warrants, Series 1996, maturing

40



annually April 1, 2001 through April 1, 2006 22,000,000

General Obligation Warrants, Series 1999, maturing

October 1, 2004 100,000,000

Genera Obligation Warrants, Series 2000, maturing

April 1, 2004 7,125,000
TOTAL $228,210,000

Civic Center Financing

The Birmingham-Jefferson Civic Center Authority (the"Authority") isapublic corporation that owns
and operatesacivic center complex (the"Civic Center") located in the County. In order to financethe costs of
certain improvements and additionsto the Civic Center, the Authority issued and sold $132,380,000 principal
amount of tax-exempt bonds in 1989. In order to assist the Authority in this undertaking, the City of
Birmingham and the County entered into separate agreements with the Authority in which they pledged and
appropriated certain tax revenuesto the Authority for the purpose of paying aportion of the debt service onthe
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 of certain proceeds of aspecia privilegeor licensetax
(the"Specia County License Tax") that the County leviesand collects at therate of 1/2% of the grossreceipts
of each person following a vocation, occupation, calling or profession within the County. No other County
revenues are subject to such financial commitment. Under the provisions of said agreement, the County is
required to make payments to the Authority out of such proceeds in the amount of $10,000,000 per year for
each calendar year until and including 2008.

On November 12, 1998, the Jefferson County Circuit Court held that certain provisions of the statute
and ordinance levying the Special County License Tax are unconstitutional because certain exemptionsto such
tax violate the Equal Protection Clause of the U.S. Constitution. An appeal of that judgment isnow pending
before the Alabama Supreme Court. See"LITIGATION - Special County License Tax Litigation”.

Jefferson County Economic and Industrial Development Authority Financing

The Jefferson County Economic and Industrial Development Authority (the AJCEIDA@ isapublic
corporation that owns an industria park in the western portion of the County. In 1998, the JCEIDA issued
$15,280,000 principal amount of bonds (the AJCEIDA Bonds@ to finance the cost of acquiring, constructing
and developing the industrial park. The County entered into a Funding Agreement (the AFunding
Agreement@ pursuant to which the County agreed to pay amounts sufficient to provide for the payment of
principa of and interest on the JCEIDA Bonds due in any fiscal year of the County, to the extent that the
JCEIDA does not have sufficient fundsto pay such principal and interest. The Funding Agreement hasaone-
year term and i s subject to automatic renewal in each successivefiscal year unlessthe County provideswritten
notice by August 1 of the prior fiscal year that it elects not to renew the Funding Agreement.

The County=s obligation to make the payments provided for in the Funding Agreement during each
one-year term constitutes a general obligation of the County, and the County has pledged its full faith and
credit for such payments; however, dl obligations of the County under the Funding Agreement are payable
solely out of the current revenues of the County for thefiscal year during which the County becomes obligated
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to pay or otherwise discharge such obligations. The maximum amount of principal and interest due on the
JCEIDA Bondsin any year does not exceed approximately $2 million.

GENERAL INFORMATION RESPECTING
JEFFERSON COUNTY, ALABAMA

COUNTY GOVERNMENT AND ADMINISTRATION
The County Commission

The governing body of the County isthe Commission. Thefive commissioners are elected fromfive
districts within the County for four-year terms. The current term of office for the present commissioners,
President Gary White and Commissioners Mary M. Buckelew, Bettye Fine Collins, Jeff Germany and Chris
McNair, began on November 10, 1998, and will end in November, 2002.

The major responsibilities of the Commission are to administer the County's finances, serve as
custodians of al of the County's property, collect taxes as set by state law, alocate resources for the
construction of buildings, roads and other public facilities, provide for the delivery of servicesthat by law are
the County's responsibility (such as sewer service, medica care, carefor theindigent and law enforcement) and
make appointments to various governmental boards and agencies.

In the 2000 fiscal year, the County employed 4,717 individuals. The County's employees perform
tasksin five areas of County government. These areas are the Department of Finance and General Services,
the Department of Roads and Transportation, the Department of Environmental Services, the Department of
Health and Human Services and the Department of Community and Economic Development. A description of
these areas follows:

The Department of Finance and General Services

The Department of Finance and General Servicesisresponsiblefor the administration of thefinancia
affairs of the County, the management of the public buildings of the County and the maintenance of the
accounting records of the County. The department supervises the operations of the County Revenue
Department, which collects a number of state and local taxes (such as sales and use taxes and other excise
taxes), aswell asthe Finance Department. See"COUNTY FINANCIAL SYSTEM". For the most part, the
activities of the department are supported with moneysfrom the General Fund of the County. The President of
the Commission, Gary White, has been assigned the responsibility of the Department of Finance and General
Services.

The Department of Community and Economic Development

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 Collins has been assigned the responsibility for this department, which includes the County's
offices for land development and inspection services. The department also supervises the Office of
Community Devel opment, which administers federal community devel opment fundsfor capital improvements
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in the County, and the Office of Senior Citizens' Activities, which is responsible for the development 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 Jeff
Germany, supervises certain health care ingtitutions and agencies of the County. Two of the institutions
subject to the supervision of the department are the County nursing home in Ketona, Alabama (the " County
Home") and Cooper Green Hospital, which provides medical carefor indigent residents of the County. Cooper
Green Hospital is supported from the Indigent Care Fund of the County and the County Home is supported by
the General Fund.

The Department of Environmental Services

The Department of Environmental Services is responsible for the construction, operation and
maintenance within the County of wastewater treatment plants and sanitary sewer lines and solid waste
facilities. Commissioner Chris McNair has been 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 unincorporated area of the County of public highways, streetsand bridges. Commissioner Mary M.
Buckelew has been assigned the responsibility of thisdepartment. Thevariousdivisionswhich constitutethe
department, including 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 Servicesisresponsiblefor the administration of thefinancial
affairs of the County and the maintenance of its accounting records. The 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 financia records and statements and by assisting in budget hearings.
The Director of Finance of the County is Steve Saylor.

Pursuant to Alabama law, the County is audited annually by the State Department of Examiners of
Public Accounts. Historically, the emphasis of the state audit has been on compliance with applicable state
law. Such audits are generally completed within one year after the end of the audit period. The most recent
available state audit isfor thefiscal year ended September 30, 1999. In addition to the state audit, the Director
of Finance of the County preparesinternal financial statementswhich conform to the format of the state audit.
A copy of the latest audit for the County isincluded in Appendix B for general information purposes
only. The Series 2001-A Warrantswill not constitute general obligations of or a charge against the
general credit or taxing power of the County but instead arelimited obligationsof the County payable
solely out of the Pledged Revenues.

Budget System
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The budget for the County consists of an operating budget for each of the funds maintained by the
County. Together, these separate operating budgets constitute a complete financial plan for the County and
reflect the projection of the receipts, disbursements and transfers from all sources.

All of the operating budgets are developed by the Finance Department under the direction of the
members of the Commission respectively responsible for the operation of theindividual County departments.
The budgets are based on estimates of the amount and cost of work to be performed together with historical
costs of operations as submitted by the head of each office and department. Estimated revenues are detailed
according to source, and estimated expenditures are detailed according to function and type.

Upon submission of the proposed budgets by the Finance Department, the Commission holds public
hearings at which the requests of theindividua County departments and the recommendations of the Finance
Department arefully reviewed. After conclusion of the hearings, the Commission may add new expenditures
or increase, decrease or delete expenditures in the proposed budgets, provided that expenditures for 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 budgets 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 the first Tuesday in October of
the fiscal year in which the budgets are to take effect. Upon adoption by the Commission, the budgets are
printed for distribution to al departments of the County, aswell asfinancia ingtitutions and the general public.

Appropriationsin addition to those in the original budgets may be made by the Commission if unencumbered
and unappropriated moneys sufficient to meet such appropriations are available.

Accounting System

The County maintains a number of separate funds, some of which should be categorized as
governmental funds and the remainder of which are more appropriately considered to be proprietary or
fiduciary funds. For at least the last five fiscal years, these funds have been maintained and reported by the
County in accordance with the standards 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 County. Itsrevenuesare not
earmarked and may be utilized for any purpose authorized by state or local law. Primary sources of revenuefor
the General Fund are occupational taxes, property taxes, county sales taxes and commissions and revenues
collected by the State and shared with the County. For the most part, the General Fund supportsthe 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 specia revenuefundsin order to account
for revenues from specific sources which are regulated and restricted to expenditures for specific purposes.
The following are brief descriptions of the specia revenue funds of the County.

The Indigent Care Fund is used to support the operation of Cooper Green Hospital.
Revenue sourcesfor the Indigent Care Fund include alcoholic beverage taxes and sal estaxes.




The Road Fund is used to support County road and street construction and
maintenance. Revenue sources for the fund include County ad valorem taxes and a County
gasolinetax, together with the County's portion of the state gasoline taxes and drivers license
and motor vehicle tag fees.

The Bridge and Public Building Fund is used to account for expenditures of ad
valorem taxes designated for the maintenance and repair of County bridges and public
buildings. Expenditures from this fund include transfers of moneys to the Road Fund to
support the County road maintenance program and payments of debt service on County
obligations incurred for road and public building purposes.

The Community Development Fund is used to account for the receipt and
disbursement of certain federal grant funds received by the County. Typica grantsreceived
are Community Development Block Grants, Farmers Home Administration Grants and
Housing and Urban Development Grants. Moneys from such fund are used for housing
development and community revitalization projects, including related road and sewer
developments.

The Senior Citizens Activities Fund isused in connection with afederally-sponsored
program to help senior citizens obtain prepared meals, medical 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's long-term debt.

Capital Project Funds. The capital 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 County and to
make capita outlay expenditures. Brief illustrative descriptions of such funds are presented below.

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

The Road Construction Fund is used to account for the expenditures related to a
number of road construction and improvement projects. Moneys in this fund consist
primarily of warrant proceeds, contributionsfrom other governmental entitiesand proceeds of
grants.

Enterprise Funds. The enterprise funds are used to account for activities where the intent of the
County isthat the costs of providing goods or servicesto the general public on acontinuing basis be financed
or recovered primarily through user charges, or where the County has decided that periodic income
determination is appropriate for capita maintenance, public policy, management control accountability or other
purposes. A maor County enterprise fund is the Sanitary Operations Fund, which is used to support the
operation and maintenance of sewage disposal facilitiesin the County. Sewer service charges constitute the
primary revenue 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.
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Trust and Agency Funds. The County maintains trust and agency fundsto account for expendable
trust funds and agency funds which the County is charged with maintaining.

Pension and Retirement Plan

The Genera Retirement System for Employees of Jefferson County (the "Pension System”) is
established under Act No. 497 of the 1965 Regular Session of the Legidature, asamended (the"Pension Act").
With certain limited exceptions, all employees of the County who are subject to the Civil Service System are
members of the Pension System. County officers and those County employees who are not subject to the Civil
Service System may el ect to be members of the Pension System. Asof September 30, 1999, therewere 4,811
members of the Pension System (including both present and retired employees).

Benefits payable under the Pension System are funded through atrust to which both the County and
the members of the Pension System (the"Members') are required to contribute. With certain exceptions, each
Member isrequired to make contributionsto the Pension System, by means of regular payroll deductions, ata
rate equal to 6% of the Member's compensation. The County isrequired to make amonthly contribution to the
Pension System in an amount equal to the contributions made by Members for the month.

The Pension Act requires periodic review of the Pension System by a reputable actuary. The most
recent actuarial valuation of the Pension System was prepared as of September 30, 1999, by Bucks Consultants
(the "Actuary"). According to that valuation, the Pension System had as of September 30, 1999, actuarial
accrued liabilities of $445,237,363. The assets of the Pension System as of September 30, 1999, consisted of
actuarial value of assets valued at $534,063,368. On the basis of that valuation and certain actuaria
assumptions, the Actuary concluded that the Pension System is actuarially sound.

LITIGATION
General

Thereisno litigation pending or, to the knowledge of the County, threatened, attacking or questioning
the validity of the Series 2001-A Warrants or the issuance and sal e thereof; and thereis no litigation pending
or, to the knowledge of the County, threatened, relating to the organization or boundaries of the County or the
incumbency of any of itsofficers. Simultaneoudy with the delivery of the Series 2001-A Warrants, the County
will deliver a certificate to the effect that no such litigation is pending or, to the knowledge of the County,
threatened.

The County is a defendant in numerous suits and has been notified of numerous claims against it
arising from alleged negligence relating to motor vehicles and other matters rel ating to the normal operation of
acounty, aswell as suitsand claims arising from alleged denial of civil rights. Some of such suitsand claims
demand damagesin large amounts. The County believesthat any liability resulting from such suitsand claims
will be covered adequately by the liability insurance and funds of the County which will be available to
discharge such liability without impairing its ability to perform any of its other obligations.

The immunity from tort liability formerly enjoyed by local governmental unitsin Alabama has been

largely eroded by recent court decisions. The Code of Alabama 1975, Title 11, Chapter 93, as amended,
prescribes certain maximum limits on the liability of Alabamalocal governmental units (such asthe County)
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for bodily injury, sickness, disease or death sustained by a person and for damageto or destruction of tangible
property. Although the general constitutional validity of Chapter 93 has been upheld by the Supreme Court of
Alabama, itsapplicability to causes of action under Section 1983 of Title 42 of the United States Code has not
been determined. The County, along with other local governmental units throughout the country, has been
increasingly subjected to lawsuits C many of which claim damagesin large amounts C for alleged denial of
civil rights under the provisions of Section 1983.

The Consent Decree

The County has been adefendant in certain civil actions (collectively referred to asthe " Clean Water
Act litigation") in which the County allegedly violated various provisions of the federal Clean Water Act, 33
U.S.C." 1251 et seg. (the "Clean Water Act") in the operation of the System. The plaintiffsin the Clean
Water Act litigation included private citizens, an environmental group, and the United States Justice
Department, acting at the request and on behalf of the Environmental Protection Agency ("EPA"). Theactions
were filed and consolidated in the United States District Court, Northern District of Alabama, Southern
Division (United States of Americav. Jefferson County, Alabama, et a., Civil Action No. 94-G-2947-S, and
R. Allen Kipp, Jr. et a. and CahabaRiver Society, Inc. v. Jefferson County, Alabama, et a., Civil Action No.
93-G-2492-S).

The thrust of the claims by the plaintiffsin the Clean Water Act litigation was that the System has
discharged untreated water containing raw sewage into the CahabaRiver and the Black Warrior River and that
these discharges violate the standards and limitations of the Clean Water Act aswell asthe System's various
permitsissued under the National Pollution Discharge Elimination System (NPDES) of the Clean Water Act.
The plaintiffs claimed that the discharges occur during periods of heavy rainfall when the rainwater infiltrates
or flowsinto the lateral and collector linesfor the System; that thisinfiltration and inflow increasesthevolume
of water in the System beyond capacity limits of the System's treatment plants; and that untreated or partially
treated waste water above treatment plant capacity limits bypasses the treatment plantsand isdiverted during
these periods directly into riversin violation of the Clean Water Act and the System's NPDES permits.

On January 20, 1995 the District Court granted partial summary judgment in favor of the plaintiffs,
finding that the County and the System were in violation of the Clean Water Act, and directed the parties to
engage in settlement discussions with respect to the appropriate remedy. On July 31, 1995 the County
announced that it had reached an agreement with the plaintiffs on the essential terms of a settlement; theterms
of such settlement are now embodied in a Consent Decree (the "Consent Decree") that was approved and
entered by the District Court on December 9, 1996.

The principal component of the Consent Decree is a remedia plan to eliminate bypasses and
unpermitted discharges of untreated sewage and sewer system overflows. The action requirements of the
decree consist of three phases -- essentially, aplanning phase and an investigative phase (both of which have
been completed) and an implementation phase -- all of which must occur over a twelve-year period. The
Consent Decree provides for stipulated penaltiesif the County failsto meet submittal datesfor plans, reports
and schedules under the remedial plans, deadlinesfor completing remedia work and deadlinesrelating to the
Supplemental Environmental Project referred to below. Such stipulated penalties apply on aper-day basisand
arepotentialy substantial. If EPA makesawritten demand for stipul ated penalties, the County hastheright to
contest EPA's position, both directly with EPA and the Court pursuant to dispute resolution provisionsin the
decree. Moreover, if delays result from causes outside the County's control (force majeure), stipulated
penalties may not be assessed. The County does not expect to incur substantial penalties under the decree.
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The County has not failed to meet any deadlineimposed by the Consent Decree and has not been assessed any
penalties by EPA.

A significant feature of the Consent Decree is a mechanism to provide for the establishment of a
unified County-wide system for collection and treatment of sewage under the authority of the County. Such
unification has how been achieved, resulting in the conveyance to the County of all municipa systemsin the
County. Thisunification providesthe County with the meansto addressthe problemsof infiltration and inflow
in lateral and collector lines which isthe principal objective of the Consent Decree.

Pursuant to the Consent Decree, the County has paid $750,000 to the United States Government asa
penalty for past violations of the Clean Water Act. In addition, the County has agreed to undertake a
supplemental environmental project (“"SEP") at a cost of $30 million that will be financed out of the funds
raised to carry out the total remedial project. Asof December, 2000, the County has paid $20 million into a
trust fund for usein developing the SEP. The County isobligated to pay an additional $10 million for the SEP
in annual installments of $5 million at the end of 2001 and 2002.

The economic impact of the Consent Decree on the County and the System islikely to be substantial.
The County estimates that the cost of bringing the System into consistent compliance with the Clean Water
Act, asrequired by the Consent Decree, will likely exceed $1.9 billion, not including any stipulated penalties
that may beimposed. Thefinancing of costs of this magnitude will require significant increasesin the charges
payable by the users of the System. However, there can be no assurance that the actual cost of compliance will
be within the range of this estimate.

Special County License Tax Litigation

TheRichardsaction. The County levies and collectsthe Special County License Tax at therate of 2
of 1% of the gross receipts of each person following avocation, occupation, calling or profession within the
County. OnApril 12, 1992, aclass action wasfiled in Jefferson County Circuit Court by two setsof plaintiffs,
one of which consists of federal employeeswho are subject to the Special County License Tax and the other of
which consists of all employeeswho are subject to the Special County License Tax. The gravamen of the case,
styled Richardsv. Jefferson County, CV-92-3191 (the ARichards action@, isthat the Specia County License
Tax violates the equal protection and due process clauses of the Fourteenth Amendment to the United States
Congtitution with respect to all plaintiffs because of exemptionsrequired by the authorizing statute to be given
to persons who engage in a regulated profession and pay alicense tax to the State of Alabama. In addition,
those plaintiffswho are federal employees claimthat the Specia County License Tax violatestheir rightsunder
that provision of the Public Safety Tax Act (4 U.S.C. ' 111) which alows state and loca taxation of
compensation of federal officers and employees if such taxation does not discriminate against such federal
officers and empl oyees because of the source of compensation. The plaintiffs seek damagesin the amount of
occupational taxes collected since January 1, 1988, codts, interest and attorneys= fees and an injunction against
the collection of the Special County License Tax in its current form with respect to al taxpayers.

The County moved for summary judgment on the groundsthat (i) the plaintiffs= claimswerebarred by
the doctrine of res judicata because the validity of the Specia County License Tax had been previously
litigated in the 1998 case of Bedingfield v. Jefferson County and (ii) the exemptions from the tax did not
violate the equal protection and due process clauses of the Fourteenth Amendment to the United States
Condgtitution. After various appeals, the United States Supreme Court held that the plaintiffs= claimswere not
barred by the doctrine of resjudicataand remanded the casefor further proceedingswith respect to whether the
license tax violated the equal protection guarantees of the Fourteenth Amendment. The case was tried on
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October 21-23, 1997, before Judge John E. Rochester, Circuit Judge of Clay County, Alabama, sitting by
specia designation in this Jefferson County case.

On November 12, 1998, Judge Rochester entered ajudgment holding the Specia County License Tax
to be in violation of the equa protection clause of the Fourteenth Amendment of the United States
Congtitution. An appeal of that judgment is now pending before the Alabama Supreme Court. That apped has
been consolidated with the appeal of ajudgment, rendered in aseparate action, that held invalid a 1999 act of
the Alabama L egidature (the A1999 Act@ that provided for the levy of atax to replace the Special County
License Tax.

The Employees Association action. In late November 1999, the Alabama Legidature passed an act
which purported to repeal the enabling act for the Special County License Tax, effective April 1, 2000. The
Jefferson County Employees= Association filed alawsuit claiming that the Legidature=srepeal of thetax was
unconstitutional. Thetrial court agreed with the Employees= Association and entered an order declaring the
repealing act to beinvalid.

The Parker action. On June 23, 1999, another classaction (the AParker action@ wasfiled by Carnesa
T. Parker in Jefferson County Circuit Court seeking to have the Special County License Tax declared invalid
under the Alabama Constitution on the ground that it constitutes an impermissible income tax imposed by a
county. The plaintiffsin the Parker action seek damages in the amount of all occupational taxes collected
since January 1, 1988, plus costs, interest and attorneys= fees and an injunction against the collection of the
Specia County License Tax. The County filed amotion to dismissthe Parker action for failureto stateaclaim
upon which relief can be granted.

By order dated January 24, 2000, Judge Rochester denied plaintiff Parker=s motion for class
certification, denied plaintiff Parker=s motion for summary judgment, held that the County was entitled to
judgment as amatter of law and dismissed the Parker action. Plaintiff Parker appeal ed the January 24, 2000,
judgment to the Alabama Supreme Court. The Supreme Court upheld the trial court=s decision, but the
plaintiff has filed an application for rehearing, which motion is currently pending.

Thelz action. OnMarch 29, 2000, the Legidature passed AlabamaAct 2000-215 (the A2000 Act@
which, likethe 1999 Act, attempted to addressthe Equal Protection concernsby levying areplacement tax that
would not include the exemptions granted to certain professions by the Special County License Tax. The 2000
Act aso distributed alarge portion of the tax proceeds to various non-governmental entities. On April 19,
2000, Richard lzzi and Robert B. Sanford, Jr., filed a lawsuit claiming that the 2000 Act was aso
uncongtitutional. On September 7, 2000, Judge Thomas A. Woodall granted the plaintiffs= motion for
summary judgment and held the 2000 Act to be invalid. An appeal of that judgment is pending before the
Alabama Supreme Court.

At thistime, it isimpossible to predict with certainty the final outcome of the litigation referred to
herein. If plaintiffs are ultimately successful in having the Specia County License Tax declared
unconstitutional, and if the Alabama L egidlature failsto enact a replacement tax which is deemed to cure the
constitutional defects of the existing tax and which is not otherwise congtitutionally defectiveitsalf, the County
would suffer asignificant decreasein revenues. Under theworst conceivabl e circumstances, it ispossiblethat
the County could suffer amonetary judgment equal to the amount of the Special County License Tax revenues
collected since January 1, 1988 (over $511 million), plusinterest.
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LEGAL MATTERS

The legality and validity of the Series 2001-A Warrants will be approved by Haskell Slaughter &
Young, L.L.C., Birmingham, Alabama, Bond Counsdl. Bond Counsel has been employed primarily for the
purpose of preparing certain legal documents and supporting certificates, reviewing the transcript of
proceedings by which the Series 2001-A Warrants have been authorized to beissued, and rendering an opinion
in conventional form asto the validity and legality of the Series 2001-A Warrantsand the exemption of interest
thereon from Federal and State of Alabamaincometaxes. Although Bond Counsel assisted in the preparation
of certain portions of this Official Statement and is of the opinion that the statements made herein under the
captions "DESCRIPTION OF THE SERIES 2001-A WARRANTS", "SECURITY AND SOURCE OF
PAYMENT", and "TAX STATUS" fairly summarize the matters therein referred to, Bond Counsel has not
been requested to check or verify, has not checked or verified, and will express no opinion with respect to the
adequacy, accuracy, completeness or fairness of any other information contained in this Official Statement. It
is anticipated that the approving opinion of Bond Counsel will bein substantially the form attached hereto as
Appendix C.

Certain legal matterswill be passed upon for the Underwriters and Placement Agent by their counsel,
Balch & Bingham LLP, Birmingham, Alabama.

The various legal opinions to be delivered concurrently with the delivery of the Series 2001-A
Warrants express the professiona judgment of the attorneys rendering the opinions as to the legal issues
explicitly addressed therein. By rendering alegal opinion, the opinion giver does not become an insurer or
guarantor of that expression of professional judgment, of the transaction opined upon, or of the future
performance of partiesto thetransaction. Nor doesthe rendering of an opinion guarantee the outcome of any
legal dispute that may arise out of the transaction.
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TAX STATUS

In the opinion of Bond Counsel, under existing law interest on the Series 2001-A Warrants will be
excluded from gross income for federal income tax purposesif the County complieswith all requirements of
the Internal Revenue Code of 1986, as amended (the "Interna Revenue Code"), that must be satisfied
subsequent to theissuance of the Series 2001-A Warrantsin order that interest thereon be and remain excluded
from grossincome. Failureto comply with certain of such requirements could cause the interest on the Series
2001-A Warrants to be included in gross income, retroactive to the date of issuance of the Series 2001-A
Warrants. The County has covenanted to comply with all such requirements.

Bond Counsd is also of the opinion that under existing law interest on the Series 2001-A Warrants
will not be an item of tax preference for purposes of the federa alternative minimum tax imposed on
individuals and corporations; however, it should be noted that with respect to corporations, such interest is
taken into account in determining adjusted current earnings for the purpose of computing the alternative
minimum tax imposed on such corporations.

Bond Counsel will express no opinion regarding federal tax consequences arising with regard to the
Series 2001-A Warrants other than the opinions expressed in thetwo preceding paragraphs. Theform of Bond
Counsdl's opinion with respect to the Series 2001-A Warrants is expected to be substantially as set forth in
Appendix C to this Official Statement.

Prospective purchasers of the Series 2001-A Warrants should be aware that (i) Section 265 of the
Internal Revenue Code denies a deduction for interest on indebtedness incurred or continued to purchase or
carry the Series 2001-A Warrants, (ii) with respect to insurance companies subject to the tax imposed by
Section 831 of the Internal Revenue Code, Section 832(b)(5)(B)(i) reducesthe deduction for lossreserves by
15% of the sum of certain items, including interest on the Series 2001-A Warrants, (iii) interest on the Series
2001-A Warrants earned by certain foreign corporations doing businessin the United States could be subject to
a branch profits tax imposed by Section 884 of the Internal Revenue Code, (iv) passive investment income,
including interest on the Series 2001-A Warrants, may be subject to federal income taxation under Section
1375 of the Internal Revenue Code for Subchapter S corporationsthat have Subchapter C earningsand profits
at the close of the taxable year if greater than 25% of the gross receipts of such Subchapter S corporation is
passive investment income, and (v) Section 86 of the Internal Revenue Code requires recipients of certain
Social Security and certain Railroad Retirement benefits to take into account, in determining gross income,
receipts or accruals of interest on the Series 2001-A Warrants. Any purchaser of the Series 2001-A Warrants
who might be affected by any of these provisions of the Internal Revenue Code should consult his own tax
advisor about the effect of such provisions as applied to the purchaser.

Bond Counsel is also of the opinion that under existing law interest on the Series 2001-A Warrants
will be exempt from State of Alabama income taxation.
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Accounting Treatment of Original | ssue Discount on Series 2001-A Warrants

Certain of the Series 2001-A Warrants are being offered to the public at prices that are less than the
amounts payable on such Series 2001-A Warrants at maturity. Under present federal income tax law, the
difference between the | ssue Price (defined below) and the stated amount to be paid at the maturity of awarrant
is original issue discount ("OID"). OID is treated as interest on the Series 2001-A Warrants and is not
includable in gross income for federal income tax purposes in the case of holders who (i) purchase Series
2001-A Warrants at the initial offering pricein theinitial public offering at which asubstantial amount of the
Series 2001-A Warrants are sold to the public (the "Issue Price") and (i) hold such Series 2001-A Warrantsto
maturity.

Generally, aholder who acquires a Series 2001-A Warrant in the initial public offering at the Issue
Price will be treated as having received, in each taxable year from the date of issuance of that Series 2001-A
Warrant, an amount of interest on that Series 2001-A Warrant equal to the OID accrued daily and compounded
semiannually on each February 1 and August 1. The amount of interest representing OID that istreated as
having been received is excluded from gross income and is added to the holder's adjusted basisin the Series
2001-A Warrant for the purpose of determining gain or loss upon asale or redemption of such Series 2001-A
Warrant.

OID on the Series 2001-A Warrantswill be deemed to have been received in the year of accrual and
will be taken into account in determining the respective amounts of the collateral federal taxes referred to
herein and, in some cases, state and local income, excise and franchise taxes, even though the holders of the
Series 2001-A Warrants will not have received corresponding cash payments.

Holders of the Series 2001-A Warrants should consult their own tax advisors as to the tax
consequences of the purchase of Series 2001-A Warrants other than at the Issue Price, and as to the
conseguences of asale, transfer, redemption or other disposition of the Series 2001-A Warrants prior to their
stated maturity, other applications of federal tax law and the application of state, local or foreign laws.

Accounting Treatment of Original I ssue Premium on Series 2001-A Warrants

An amount equal to the excess of the purchase price of a Series 2001-A Warrant over its stated
redemption price at maturity constitutes premium on such Series 2001-A Warrant. A purchaser of a Series
2001-A Warrant must amortize any premium over such Series 2001-A Warrant's term using constant yield
principles, based on the purchaser'syield to maturity. Aspremium isamortized, the purchaser'sbasisin such
Series 2001-A Warrant isreduced by a corresponding amount, resulting in anincreasein the gain (or decrease
intheloss) to be recognized for federal income tax purposes upon asale or disposition of such Series 2001-A
Warrant prior toitsmaturity. Even though the purchaser'sbasisisreduced, no federal incometax deductionis
allowed. Purchasers of any Series 2001-A Warrants at a premium, whether at the time of initial issuance or
subsequent thereto, should consult with their own tax advisors with respect to the determination and treatment
of premium for federal income tax purposes and with respect to state and local tax consegquences of owning
such Series 2001-A Warrants.

RISK FACTORS

Limited Source of Payment
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The Series 2001-A Warrantswill be limited obligations of the County payable solely from the Pledged
Revenues. See"SECURITY AND SOURCE OF PAYMENT". The Series2001-A Warrantsdo not constitute
or give riseto apersonal or pecuniary liability or a charge against the general credit of the County.

The sufficiency of revenues to pay debt service on the Series 2001-A Warrants may be affected by
events and conditions relating to, among other things, population trends, weather conditionsand political and
economic developments in the service areain which the System operates, the nature and extent of which are
not presently determinable. No representation can be made and no assurance can be given that Pledged
Revenues will be sufficient to permit the County to pay debt service on the Series 2001-A Warrants.

Each prospective investor should carefully examine his own financial condition in order to make a
judgment as to his ability to bear the risk of an investment in the Series 2001-A Warrants. The following
discussion of risk factorsisintended only as asummary and does not purport to identify all therisk factorsthat
may affect the County's ability to pay debt service on the Series 2001-A Warrants.

Consent Decree

The County is bound by the terms of a Consent Decree that requires the County to implement a
remedial plan to eliminate bypasses and unpermitted discharges of untreated sewage and sewer system
overflows. See"LITIGATION - Consent Decree". The Consent Decree requires that such remedial plan be
implemented over atwelve-year period beginning in mid-1995, and provides for stipulated penaltiesif the
County failsto meet certain deadlines specified therein. The economic impact of the Consent Decree on the
County and the System will be significant. The County estimates that the total cost of compliance with the
Consent Decreewill be approximately $1.9 billion, of which the County had spent approximately $496 million
between October 1, 1997 and September 30, 2000. The actual cost of compliance with the Consent Decree
may vary substantially depending on, among other things, (i) the ability of the County to properly coordinate
and monitor asewer improvement program that is substantially larger and more complex than any program the
County has previously undertaken; (ii) the availability of an adequate pool of qualified contractors to
implement the program, (iii) theinflationary environment with respect to the costs of labor and supplies needed
to implement the program, (iv) weather conditions that could adversely affect construction schedules, (v)
population trends and political and economic devel opments in the service areain which the System operates
that could adversely impact the collection of System Revenues; (vi) the willingness of the U.S. Justice
Department and the Environmental Protection Agency to cooperate with respect to various issues that may
arise as the County implements its remedial plan, (vii) the possibility of new environmental legislation or
regulations affecting the System, (viii) unanticipated costs or potential modificationsto the County=s sanitary
sewer capital improvement program resulting from requirements and limitations imposed by environmental
laws and regulations and (ix) the inherent uncertainty involved in a capital improvement project of the
magnitude undertaken by the County. There can be no assurance that the actual cost of compliance will be
within the range of the County's preliminary estimate. Nor can any assurances be given that the County will be
able to comply fully with the terms of the Consent Decree.

Additional Indebtedness
In order to comply with the Consent Decree and to implement the County's ongoing sewer

improvement program, the County expectsto issue substantial additional indebtedness secured by the Pledged
Revenues on a parity with the lien thereon imposed by the Indenture for the benefit of the Series 2001-A

53



Warrants, Series 1999-A Warrants, and the Series 1997 Warrants. The burden of such additional debt will
require substantial increasesin rates currently being charged to sewer customersin the County. No assurances
can be given that such rate increases will be sufficient on atimely basisto generate the revenues required to
pay debt service or to satisfy the debt service coverage covenant contained in the Indenture.

CONTINUING DISCLOSURE

The County has covenanted for the benefit of the holders of the Series 2001-A Warrantsto provide

certain information repositorieswith (i) certain financial information and operating datarelating to the County
on an annual basis (the"Annual Financial Information") within 180 days after the end of itsfiscal year and (ii)
notices ("Material Event Notices") of the occurrence of the following events, if it deemsthem to be material:

1.

2.

10.

11.

12.

A delinguency in payment of principal of or interest on the Series 2001-A Warrants.

Non-payment related defaults under the proceedings of the County authorizing the Series 2001-A
Warrants, whether or not such defaults constitute an event of default thereunder.

Unscheduled draws on the debt service reserve fund reflecting financial difficulties of the County.

Unscheduled draws on any credit enhancement or liquidity facility with respect to the Series 2001-A
Warrants reflecting financia difficulties of the County.

Substitution of a credit enhancer for the one originally described in the Official Statement, or the
failure of any credit enhancer respecting the Series 2001-A Warrantsto performits obligations under
the agreement between the County and such credit enhancer.

The existence of any adverse tax opinion with respect to the Series 2001-A Warrants or events
affecting the tax-exempt status of interest on the Series 2001-A Warrants.
Any modification of the rights of the registered owners of the Series 2001-A Warrants.

Redemption of any of the Series 2001-A Warrants prior to the stated maturity or mandatory
redemption date thereof.

Defeasance of the lien of any of the Series 2001-A Warrants or the occurrence of circumstances
which, pursuant to such authorizing proceedings, would cause the Series 2001-A Warrants, or any of
them, to be no longer regarded as outstanding thereunder.

The release, substitution or sale of the property securing repayment of the Series 2001-A Warrants.
Any changesin published ratings affecting the Series 2001-A Warrants.

Failure of any person obligated to provide financia information or operating data pursuant to the

provisions hereof to do so on or prior to the date such financial information or operating data is
required herein to be furnished.
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The Annual Financial Information will include financial information and operating datarelating to the
County of thetypefound in the section of this Official Statement called "RESULTS OF OPERATIONS'. In
addition, the County will provide to such repositories, when and if available, audited financia statements
prepared in accordance with accounting principles described in the audited financia statementsincluded inthis
Official Statement as an appendix.

The Annual Financial Information isrequired to befiled with each Nationally Recognized Municipal
Securities Information Repository ("NRMSIR") as designated by the Securities and Exchange Commission and
with any Alabama state information depository. Material Event Notices are required to be filed with each
NRMSIR and any Alabama state information depository or the Municipal Securities Rulemaking Board and
any Alabama state information repository.

The County shall not bein default of any of its obligationsto furnish the required information until 10
days after it has received notice from a holder of any of the Series 2001-A Warrants that such default has
occurred; provided, that such period shall be extended to 30 daysif, upon receipt of such notice, the County
has begun to comply with the provisions hereof and hastaken all stepsthen availabletoit to assure compliance
but, because of circumstances beyond the County's contral, it isnot ableto accomplish such compliance within
such 10-day period.

The County shall never be subject to money damages for itsfailure to comply with its obligations to
providetherequired information. The only remedy availableto the holders of the Series 2001-A Warrantsfor
breach by the County of its obligations to provide the required information shall be the remedy of specific
performance or mandamus against appropriate officials of the County. The failure by the County to provide
the required information shall not be an event of default with respect to the Series 2001-A Warrants under the
Indenture.

No person other than the County shall have any liability or responsibility for compliance by the County
withitsobligationsto provideinformation. The Trustee has not undertaken any responsibility with respect to
any required reports, noticesor disclosures. The County retainstheright at any timein the futureto designate
one or more dissemination agentsto assist the County in complying with its continuing disclosure obligations.

The County retainsthe right to modify its obligations described above aslong as such modificationis
done in a manner consistent with Rule 15¢2-12 of the Securities and Exchange Commission.

Compliancewith Prior Undertakings
The County has complied with the terms of the Continuing Disclosure Agreement executed by the
County in connection with theissuance of the Series 1997 Warrants and Series 1999-A Warrants, including the
timely filing of Annual Financial Information following the end of fiscal year 2000.
UNDERWRITING
The Series 2001-A Warrants are being purchased from the County by Sterne, Agee & Leach, Inc., as
representative of the underwriters for the Series 2001-A Warrants (the "Underwriters'). The Underwriters

have agreed to purchase the Series 2001-A Warrantsfor an aggregate purchase price of $265,587,503 (which
represents the amount of the Series 2001-A Warrants less underwriters' discount of $1,703,938, and less
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original issue discount of $7,708,559) plus accrued interest. Theinitial public offering prices set forth on the
inside cover page may be changed by the Underwriters, and the Underwriters may offer and sdll the Series
2001-A Warrantsto certain deal ers (including deal ers depositing the Series 2001-A Warrantsinto investment
trusts) and others at prices lower than the offering price set forth on the inside cover page. The Underwriters
will purchase all the Series 2001-A Warrantsif any are purchased.

The Bank, Birmingham, Alabama, will serve as placement agent (the "Placement Agent") in
connection with theissuance of the Series 2001-A Warrants. The Placement Agent will assist inthe sale of the
Series 2001-A Warrants and for its services will receive a portion of the compensation payable to the
Underwriters. The Placement Agent shall not be required to purchase the Series 2001-A Warrantsfor itsown
account or for distribution.

FINANCIAL ADVISOR

Morgan Keegan & Company, Inc., Birmingham, Alabama("Morgan Keegan™), isserving as Financial
Advisor to the County with respect to the Series 2001-A Warrants. The Financial Advisor assisted in the
preparation of this Official Statement and in other mattersrelating to the planning, structuring and issuance of
the Series 2001-A Warrants and provided other adviceto the County. Morgan Keeganisregularly engagedin
the business of providing financia services. In December, 2000, Regions Financial Corporation (ARegions
Financial@ and Morgan Keegan announced the signing of a definitive agreement under which Regions
Financial will acquire Morgan Keegan. The acquisition is expected to close during the first quarter of 2001,
pending Morgan Keegan stockholder approval, and other conditions of closing.

After the acquisition, Morgan Keegan will operate as a separate subsidiary of Regions Financial.
Regions Investment Company, Inc. (ARegions Investment@), which is serving asan underwriter in connection
with the issuance of the Series 2001-A Warrants, is currently a subsidiary of Regions Financial, and after
completion of the acquisition, Regions Investment will be merged into Morgan Keegan.

RATINGS

The Series 2001-A Warrants have been rated Aaa by Moody's Investors Service, Inc. and AAA by
Standard & Poor's Ratings Service, a division of The McGraw-Hill Companies, Inc.

Theratings on the Series 2001-A Warrantsreflect the respective rating agency=s current assessment of
the creditworthiness of Financial Guaranty and its ability to pay claims on its policies of insurance. Any
further explanation of the significance of such ratings may be obtained only from the appropriate rating agency.

The above ratings are not recommendationsto buy, sell or hold the Series 2001-A Warrants, and any
such ratings may be subject to revision or withdrawal at any time by the rating agencies. Any downward

revision or withdrawal of any or al of such ratings may have an adverse effect on the market price of the
affected Series 2001-A Warrants.

FINANCIAL STATEMENTS
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The audited financial statements of the County contained in Appendix B have been included for
general information purposesonly. The Series2001-A Warrantswill not constitute general obligationsof or a
charge against the generd credit or taxing power of the County. The Series 2001-A Warrants are limited
obligations of the County, payable solely out of and secured by an assignment and pledge of the Pledged
Revenues.

MISCELLANEQOUS

For further information during the initial offering period with respect to the Series 2001-A Warrants,

contact Steve Sayler, Director of Finance, Jefferson County, Suite 810, 716 Richard Arrington Jr. Boulevard
North, Birmingham, Alabama 35203, telephone: (205) 325-5055.

This Official Statement has been approved by the Commissioners of the County.

JEFFERSON COUNTY, ALABAMA

By:_ /9 Gary White
President of the Commission

658210.01
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APPENDIX A

SUMMARY OF THE INDENTURE

Thefollowing constitutes asummary of certain portions of the Indenture pursuant to which the Series
1997 Warrants and the Series 1999-A Warrants have been issued and the Series 2001-A Warrants and any
Additional Parity Securitieswill beissued. Thissummary should be qualified by referenceto other provisions
of the Indenture referred to elsewherein this Officid Statement, and al referencesand summariespertaining to
the Indenturein this Official Statement are qualified by referenceto the exact terms of the Indenture, acopy of
which may be obtained from the Trustee. Variousamendmentsto the Original Indenture are being madein the
Third Supplemental Indenture pursuant to which the Series 2001-A Warrantswill beissued and thefollowing
summary reflects these amendments.

Definitions

Capitalized terms used in this Appendix A without being defined herein shall have the meanings
assigned to such terms elsewhere in this Official Statement.

" Eligible Bank Obligations' means demand and time deposits (whether or not interest-bearing and
whether or not evidenced by certificates of deposit) in banksand acceptances by banks, provided that the banks
obligated with respect to such deposits or acceptances, asthe case may be, are organized under the laws of the
United States of Americaor any state thereof and have, at thetime any moneys are invested in such depositsor
acceptances pursuant to the provisions of the Indenture, combined capital, surplusand undivided profits of not
less than $50,000,000; provided that the bank obligated with respect to any such deposit or acceptance shall
continuously secure such deposit or acceptance, to the extent not insured by the Federal Deposit Insurance
Corporation (or any department, agency or instrumentality of the United States of Americathat may succeed to
the functions of such corporation), by depositing with an independent third party, as collateral security therefor,
Federal Obligations having a market value (exclusive of accrued interest) not less than the amount of the
deposit or acceptance being secured.

"Eligible Investments’ means any of the following: (i) Federa Obligations; (ii) Eligible Bank
Obligations; (iii) obligations issued by any state of the United States of America or political subdivision or
instrumentality thereof that are fully payable, asto principal, premium (if any) and interest, from payments of
principal of or interest on any Federal Obligations held in an irrevocable trust, and that are rated not less
favorably than AAA by S&P and Aaa by Moody's; (iv) any share or other investment unit representing a
beneficia interest in an investment company or investment trust which is registered under the Investment
Company Act of 1940, asfrom timeto time amended (or successor provision of federa law), provided that the
investment portfolio of such investment company or investment trust consists exclusively of obligations or
securities that would independently qualify as Eligible Investmentsif directly acquired by the County; (v) to
the extent at the time permitted by applicable law, either of the following: (A) any repurchase agreement or
collateralized investment agreement issued or guaranteed by any financial institution which has along-term
rating of at least A- by S&P or A3 by Moody's, provided that (1) the obligations or securities subject to any
such agreement shall be of the kind described in clauses (i), (ii) and (iii) of this definition, (2) no transfer of
moneys shall be made by the County to invest in any such agreement unless the County obtains a security
interest in all obligations and securities covered by such agreement that shall be perfected, prior to or
simultaneously with the transfer of such moneys, through the physical delivery of such obligations and
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securities to the County or to an independent third party, and (3) such obligations and securities shall be
supplemented by additional collateral from time to time to the extent required to continuously maintain
collateral having an aggregate market value (exclusive of accrued interest) that is not less than the amount
invested pursuant to such agreement; or (B) any investment agreement issued or guaranteed by any financial
institution which has a long-term rating of at least AA- by S&P or AA3 by Moody's; and (vi) any other
investments at the time permitted by applicable law.

" Federal Obligations' means (i) any direct general obligations of the United States of America, (i)
obligations the payment of the principal of and the interest on which is unconditionally and irrevocably
guaranteed by, or entitled to the full faith and credit of, the United States of America, and (iii) Treasury
Receipts.

" Fiscal Year" meansany twelve-month period ending on September 30 or any other period of twelve
consecutive calendar months that may hereafter be adopted as the fiscal year of the County.

" Fitch" means Fitch Investors Service, L.P., and any successor thereto.

"Maximum Annual Debt Service" meansthe maximum amount payableinaFisca Y ear asprincipa
of and interest on the Parity Securitiesthen outstanding and, if applicable, any Additiona Parity Securitieswith
respect to which a Revenue Certificate or Revenue Forecast (asthesetermsare defined and inthis Appendix A
under AAdditional Parity Securities@ is prepared and delivered, subject to the following assumptions and
adjustments:

(1) the principal amount of any such securities required by the terms thereof to
be redeemed or prepaid during any Fiscal Year shal, for purposes of this definition, be
considered as maturing in the Fiscal Y ear during which such redemption or prepayment is
required and not in the Fiscal Y ear in which their stated maturity or due date occurs;

2 for purposes of determining the amounts of principal and interest duein any
Fiscal Year on any Parity Securities that constitute Tender Indebtedness, the options or
obligations of the owners of such Parity Securitiesto tender the samefor purchase or payment
prior to their stated maturity or maturities shall betreated asaprincipa maturity occurring on
the first date on which owners of such Parity Securities may or are required to tender such
Parity Securitiesfor purchase or payment, except that any such option or obligation to tender
Parity Securities shall be ignored and not treated as a principal maturity, and such Parity
Securities shall be deemed to mature in accordance with their stated maturity schedule, if (i)
such Parity Securities arerated in one of the two highest long-term rating categories (without
reference to gradations such as "plus’ or "minus") by at least two Rating Agencies or such
Parity Securities are rated in the highest short-term, note or commercial paper rating
categories (without reference to gradations such as "plus’ or "minus") by at least two Rating
Agencies, and (ii) theobligation, if any, the County may haveto theissuer of aletter of credit
that secures such Parity Securities shall either be subordinated to the obligation of the County
on the Parity Securities or be incurred under the conditions and satisfy the tests for the
issuance of Additional Parity Securities set forth in the Indenture;

3 the interest rate on any Variable Rate Securities subsequent to the date of
calculation shall be assumed to be thelowest of (A) the maximum rate of interest that may be
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applicable to such Parity Securities, under the provisions thereof, (B) for so long as any
hedging agreement that establishes a cap rate for such Parity Securitiesisin effect, such cap
rate, and (C) the highest of (i) the actual interest rate on the date of calculation, or if the
Variable Rate Securitiesin question are not yet outstanding, theinitial rate (if established and
binding), (ii) if the Variable Rate Securities in question have been outstanding for at |east
twelve months, the average rate over the twelve months immediately preceding the date of
calculation, and (iii) (x) if interest on the Variable Rate Securitiesin question is excludable
from gross income under the applicable provisions of the Code, the most recently published
Bond Buyer 25 Bond Revenue Index (or comparableindex if no longer published) plusfifty
(50) basis points, or (y) if interest on such Variable Rate Securitiesis not so excludable, the
interest rate on direct U.S. Treasury obligations with comparable maturities plus fifty (50)
basis points;

4 the debt service payable with respect to any Parity Securities for which the
County has entered into a Qualified Swap pursuant to which the County has agreed to make
payments calculated by reference to afixed rate of interest shall be calculated asif the Parity
Securities bore interest at such fixed rate during the term of such Qualified Swap;

(5) the debt service payable with respect to any Parity Securities for which the
County has entered into a Qualified Swap pursuant to which the County has agreed to make
payments calculated by reference to variable interest rates shall be calculated asif the Parity
Securitiesin question boreinterest, during the term of such Qualified Swap, at arate equal to
thelowest of (A) for so long as any hedging agreement that establishes acap rate with respect
to such Qualified Swap remainsin effect, such cap rate, or (B) the highest of (i) the actual rate
of such Qualified Swap on the date of calculation, or if such Qualified Swap is not yet in
effect, theinitial rate (if established and binding), (ii) if the Qualified Swap hasbeenin effect
for at |east twelve months, the average rate over the twelve monthsimmediately preceding the
date of calculation, and (iii) (x) if interest on the Parity Securities to which such Qualified
Swap is referable is excludable from gross income under the applicable provisions of the
Code, the most recently published Bond Buyer 25 Bond Revenue Index (or comparableindex
if nolonger published) plusfifty (50) basispoints, or (y) if interest on such Parity Securitiesis
not so excludable, the interest rate on direct U.S. Treasury obligations with comparable
maturities plus fifty (50) basis points;

(6) there shall be excluded any principal of or interest on any Parity Securitiesto
the extent there are available and held in escrow or under a trust agreement (i) moneys
sufficient to pay such principal or interest, (ii) Permitted Defeasance Obligationswhich, if the
principal thereof and the interest thereon are paid according to their tenor, will produce
moneys sufficient to pay such principal or interest, or (iii) both moneys and such Permitted
Defeasance Obligations which together will produce funds sufficient to pay such principa or
interest; and

@) the County may assume that all or any portion of outstanding Parity
Securitiesthat are subject to optional redemption provisionswill be redeemed in one or more
installments that are consistent with such provisions and may adjust the expected payment
schedule with respect to such Parity Securities to reflect such assumed redemptions.
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In any case where, for purposes of determining Maximum Annual Debt Service, aportion of the principal of
any Parity Securitiesisto be excluded, there shall also be excluded interest on the principal so excluded.

"Moody's' means Moody's Investors Service and any successor thereto.

" Net Revenues Availablefor Debt Service" means, for any period, the difference between (A) the
sum of (i) the total amount of System Revenues accrued during such period, and (ii) the amount of interest
earned during such period on moneys held in those of the Indenture Funds other than the Rate Stabilization
Fund (to the extent that such interest is not taken into account pursuant to the preceding clause (i)) and (B) the
total amount of Operating Expenses incurred during such period (determined in accordance with generaly
accepted accounting principles).

" Permitted Defeasance Obligations' means any combination of (i) Federal Obligations and (ii)
obligations issued by any state of the United States of America or political subdivision or instrumentality
thereof that bear interest exempt from federal income taxation, that are fully payable, asto principal, premium
(if any) and interest, from payments of principal of or interest on any Federal Obligationsheld in anirrevocable
trust, and that are rated not less favorably than AAA by S&P or Aaa by Moody's.

"Prior Years Surplus' means, with respect to any particular Fiscal Y ear, the aggregate amount on
deposit in the Rate Stabilization Fund and the Depreciation Fund at the beginning of such Fisca Y ear.

" Qualified Swap" means, with respect to a series of Parity Securities or any portion thereof, any
financial arrangement (i) that is entered into by the County with an entity that isa Qualified Swap Provider at
thetime of the execution and delivery of the documents governing such arrangement; (ii) that provides (@) that
the County shall pay to such entity an amount based on the interest accruing at a fixed rate on a notional
amount equal to all or aportion of the principa amount of the outstanding Parity Securities of such series, and
that such entity shall pay to the County an amount based on the interest accruing on the same notional amount,
at either avariable rate of interest or afixed rate of interest computed according to aformulaset forth in such
arrangement (which need not be the same as the actual rate of interest borne by the Parity Securities), or that
one shall pay to the other any net amount due under such arrangement, or (b) that the County shall pay to such
entity an amount based on the interest accruing on anotional amount equal to all or a portion of the principal
amount of the outstanding Parity Securities of such series at a variable rate of interest as set forth in the
arrangement and that such entity shall pay to the County an amount based on interest accruing on the same
notional amount at an agreed fixed rate, or that one shall pay to the other any net amount due under such
arrangement; and (iii) which has been designated in writing to the Trustee by the County asaQualified Swap
with respect to any of the Parity Securities.

" Qualified Swap Provider" means an entity whose senior long term debt obligations, other senior
unsecured long-term obligations or claims paying ability, or whose payment obligations under a Qualified
Swap are guaranteed by an entity whose senior long-term debt obligations, other senior unsecured long-term
obligations or claims paying ability, arerated (at the time the subject Qualified Swap isentered into) at least A-
by S&P and A3 by Maoody's.

" Rate Stabilization Fund Requirement” means, as of the date of any determination thereof, 75% of
the Maximum Annual Debt Service on the then outstanding Parity Securities.
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" Rating Agency" means Moody's, S& P, Fitch or any other nationally recognized securities rating
agency.

" Reserve Fund Requirement" means, as of the date of any determination thereof, the lesser of (a)
125% of the average annual debt service on al Parity Securities at the time outstanding and secured by the
Reserve Fund, (b) the maximum annual debt service on all Parity Securities at the time outstanding and
secured by the Reserve Fund, or (¢) an amount equal to the aggregate of 10% of the original principa amount
(or, inthe case of any seriesof Parity Securities sold with original issue discount in an amount greater than 2%
of itsoriginal principa amount, the issue price) of each series of Parity Securities at the time outstanding and
secured by the Reserve Fund. Any calculation of average annual debt service or maximum annual debt service
for the purpose of determining the applicable Reserve Fund Reguirement shall be madein accordance with the
requirements and limitations imposed by the provisions of the Internal Revenue Code and the regulations
promul gated thereunder that pertain to reasonably required reserve or replacement funds.

" S& P" means Standard & Poor's Ratings Services, adivision of The McGraw-Hill Companies, Inc.,
and any successor thereto.

"Tender Indebtedness' means any Parity Securities that are payable, at the option of the holder
thereof, prior to their stated maturity or due date, or that the County (or an agent thereof) isrequired, at the
option of such holder, to purchase prior to their stated maturity or due date.

"Treasury Receipts' means custodial receipts evidencing ownership in future principal or interest
payments, or both, with respect to United States Treasury obligationsthat have been deposited with acustodian
pursuant to a custody agreement which provides for the United States Treasury obligations underlying such
custodial receipts to be held in a separate account and for all payments of principal and interest received by
such custodian with respect to such underlying obligations to be immediately paid to the holders of such
custodial receipts in accordance with their respective ownership interests in such underlying obligations,
provided that (i) the custodian issuing such custodial receipts shall be abank that is acceptable to the Trustee,
that isorganized under the laws of the United States of Americaor any state thereof, and that, at the time of the
issuance of such custodial receipts, shall have capital, surplus and undivided profitsin excess of $100,000,000
and (ii) the custody agreement pursuant to which such custodia receiptsareissued shall be acceptableto Bond
Counsdl.

"Variable Rate Security" means any Parity Security that bears interest at arate that is subject to
change prior to the maturity of such security to one or more other interest rates that cannot be determined in
advance.

Flow of Funds

General. The Indenture provides for the creation and maintenance of a number of specia funds,
namely the 2001 Construction Fund, the Revenue Account, the Debt Service Fund, the Reserve Fund, the Rate
Stabilization Fund, the Depreciation Fund and the Redemption Fund. The Commission has the right to
designate from time to time the depository or depositories for the Revenue Account, the Rate Stabilization
Fund and the Depreciation Fund. The Trusteeisthe depository, custodian and disbursing agent for all of the
other special funds created in the Indenture.
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2001 Construction Fund. On the date of delivery of the Series 2001-A Warrants, the County will
transfer into the 2001 Construction Fund the approximate amount of $263,380,538 from proceeds of the Series
2001-A Warrants. Moneyson deposit in the 2001 Construction Fund are required to be held and disbursed by
the Trustee for the purpose of paying the costs of capital improvements to the System and the expenses of
issuing the Series 2001-A Warrants. The Indenture provides that no moneys may be withdrawn for any such
purpose from the 2001 Construction Fund unless there is furnished to the Trustee, among other things, an
appropriate certificate indicating that the requested expenditure is one for which 2001 Construction Fund
moneys are authorized to be expended.

Revenue Account. The County isrequired to deposit in the Revenue Account, asreceived by it, al of
the System Revenues and all amountsreceived by the County pursuant to the Qualified Swaps. Moneysinthe
Revenue Account are applied first for the payment of Operating Expenses. From the moneysthat remain after
payment of Operating Expenses, the County is required to make periodic transfersto the Debt Service Fund,
the Reserve Fund, the Rate Stabilization Fund and the Depreciation Fund in accordance with the provisions of
the Indenture and as hereinafter summarized. Any moneys that remain in the Revenue Account on any
February 15 or August 15 after al required transfers therefrom have been made shall be deemed "surplus
revenues' and may be withdrawn from the Revenue Account and used by the County for any lawful purpose
related to the County's ownership and operation of the System.

Debt Service Fund. On or before each February 1 and each August 1, the County will be required to
transfer from the Revenue A ccount to the Debt Service Fund an amount equal to the sum of the debt serviceon
the Series 2001-A Warrants, the Series 1999-A Warrants and the Series 1997 Warrants (other than the 1997-C
Warrants) becoming due and payable on each such date; provided that there shall be credited against such
depositsany original proceeds of the Series 2001-A Warrantsthat represent accrued interest and that areto be
used to pay interest on the Series 2001-A Warrants. On or before each February 15 and each August 15, the
County will berequired to transfer from the Revenue Account to the Debt Service Fund an amount equd to the
amount of debt service on the 1997-C Warrants becoming due and payable on each such date. The County will
aso be required to transfer into the Debt Service Fund certain payments in the event of the issuance of any
Additional Parity Securities or theincurrence of any Secured Related Obligations. Until the Parity Securities
have been paid in full, moneys on deposit in the Debt Service Fund areto be used only for the payment of the
principa of and the interest and premium (if any) on the Parity Securities or for the payment of Secured
Related Obligations.

Reserve Fund. Simultaneoudly with the issuance of the Series 2001-A Warrants, the Reserve Policy
will be delivered to the Trustee for deposit into the Reserve Fund. The maximum amount availableto bepaid
pursuant to the Reserve Policy will equal the difference between (a) the Reserve Fund Requirement on the
Series 2001-A Warrants, the Series 1999-A Warrants, and the Series 1997 Warrants (other than the 1997-C
Warrants) and (b) the applicable Reserve Fund Requirement immediately prior to the issuance of the Series
2001-A Warrants.

Upon the issuance of any Additional Parity Securities that are to be secured by the Reserve Fund,
moneys in an aggregate amount equal to the increase in the Reserve Fund Requirement resulting from the
issuance of such Additiona Parity Securities must be added to the Reserve Fund. The moneysto be so added
to the Reserve Fund may be proceeds of such Additional Parity Securities or System Revenues. Any such
addition of moneysto the Reserve Fund may be effected through (i) asingle deposit to the Reserve Fund made
at the time of the issuance of such Additional Parity Securities, (ii) a series of equal depositsto the Reserve
Fund over aperiod that shall not exceed fiveyears, or (iii) any other series of depositsthat will result in afaster
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accumulation of moneysthan described in clause (ii). If, upon theissuance of any Additiona Parity Securities,
the required addition of moneysto the Reserve Fund is not effected through the method described in clause (i),
a separate account shall be established within the Reserve Fund for such Additional Parity Securities.

Moneys forming a part of the Reserve Fund are held as areserve for the payment of the principal of
and theinterest on the Parity Securities secured thereby, but shall be used for such purpose only when moneys
arenot otherwise available. In the event that moneys are withdrawn from the Reserve Fund to providefor the
payment of the principal of or theinterest on any of the Parity Securities, the County will restore the moneys so
withdrawn within six months of the date of such withdrawal by making transfers from the Revenue Account
into the Reserve Fund.

Inlieu of all or any portion of the required amount to be on deposit in the Reserve Fund, the County
may deposit with the Trustee to the credit of such fund (i) a surety bond or insurance policy issued by a
municipal bond insurer whose claims-paying ability israted "AAA" by S& P or "Aaa' by Moody's, (ii) asurety
bond or insurance policy issued by an entity other than amunicipal bond insurer if such entity and the form
and substance of such instrument are approved by the Bond Insurer, or (iii) anirrevocabl el etter of credit issued
by abank that israted at least "AA" by S& P or "Aa' by Moody's.

The 1997-C Warrants are not secured by moneys in the Reserve Fund.

Rate Sabilization Fund. At any timewhen thetotal amount held in the Rate Stabilization Fund isless
than the Rate Stabilization Fund Requirement, the County shall pay into the Rate Stabilization Fund from the
Revenue Account, on or before each February 15 and each August 15 and after there shall have been made
from the Revenue Account all payments required to be made on or before such dateinto the Debt Service Fund
and the Reserve Fund, an amount equal to 10% of the then effective Rate Stabilization Fund Requirement (or
such lesser amount as shall result in the amount held in the Rate Stabilization Fund being equal to the Rate
Stabilization Fund Reguirement). In addition, the County may from time to time deposit into the Rate
Stabilization Fund other moneys that do not constitute System Revenues.

The County may, from timeto time at the el ection of the County's Director of Finance, transfer moneys
from the Rate Stabilization Fund into the Revenue Account.

Depreciation Fund. At any timewhen thetotal amount held in the Depreciation Fund islessthan the
amount of accumul ated depreciation referableto the System (as shown in the then most recent audited financia
statements of the County), the County shall pay into the Depreciation Fund from the Revenue Account, on or
before each February 15 and each August 15 and after there shall have been made from the Revenue Account
all paymentsrequired to be made on or before such date into the Debt Service Fund, the Reserve Fund and the
Rate Stabilization Fund, the sum of $5,000,000. If on any such date the moneys available in the Revenue
Account are not sufficient to permit adeposit of said sum into the Depreciation Fund, such shortfall shall not
increase the required amount of any subsequent deposit to the Depreciation Fund. Moneys held in the
Depreciation Fund may be withdrawn from time to time by the County, but only to pay the costs of capital
improvements to the System or to purchase or redeem Parity Securities.

Redemption Fund. The Indenture establishesaRedemption Fund into which the Trusteeisrequired to

deposit certain insurance proceeds and certain proceeds derived from the disposition of portionsof the System.
Moneys in the Redemption Fund may be used only for the redemption of Parity Securities prior to maturity,
for the purchase of Parity Securitiesfor retirement at aprice not greater than par plusaccrued interest or, if the
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amountsin the Debt Service Fund and the Reserve Fund are not sufficient to pay any debt service coming due
with respect to any of the Parity Securities, for the payment of such debt servicein order to prevent adefault.
The Indenture providesthat if there are at any time on deposit in the Redemption Fund moneys sufficient to
redeem at least $5,000 principal amount of Parity Securities then subject to redemption, the County will
thereupon take such action as may be necessary, under the provisions of the Indenture, to exhaust the moneys
on deposit in the Redemption Fund by redeeming or purchasing Parity Securitiesfor retirement asaforesaid (or
both) as soon as practicable thereafter.

Investment of Funds. The County may at its option from time to time cause any or al of the moneys
on deposit inthe Debt Service Fund to beinvested in Federal Obligations having aspecified maturity, or being
redeemabl e at the option of the holder, prior to the date when such moneyswill be needed to pay principal of
or interest on the Parity Securities. Similarly, the County may at its option fromtimeto time causeany or all of
the moneys on deposit in any of the other specia funds established under the Indenture to be invested in any
Eligible Investments which have a specified maturity, or which are redeemable at the option of the holder
thereof, prior to the date on which it is anticipated by the County that such moneys will be needed. Any
investment acquired with moneys from one of the funds established under the Indenture, together with all
income therefrom, shall become a part of the fund from which moneyswere used to make such investment, and
shall be held by the depository for such fund to the same extent asif it constituted moneys on deposit therein.
So long as the amount on deposit in the Reserve Fund is not reduced to an amount lessthan the then applicable
Reserve Fund Requirement, any income derived from the investment of moneys on deposit in the Reserve
Fund shall be transferred to the Debt Service Fund.

Additional Parity Securities

Upon the satisfaction of certain conditions, the County may issue Additional Parity Securities under
the Indenture. Such conditionsinclude the adoption by the Commission of aresolution approving theissuance
of the proposed Additional Parity Securities, the execution and delivery of a supplemental indenture setting
forth the terms of such Additional Parity Securities, the delivery of appropriate approving legal opinionsand
the delivery of a Revenue Certificate or a Revenue Forecast (as hereinafter defined).

"Revenue Certificate" means a certificate signed by an Independent Accountant, the President of the
Commission or the County's Director of Finance that satisfies whichever of the following is applicable:

()] If such Revenue Certificate is delivered with respect to Additional Parity Securities issued
prior to October 1, 2007, such certificate shall state the following:

0] the sum of (A) the Prior Y ears Surplus as of the beginning of the Fiscal Y ear
that immediately preceded the Fiscal Y ear in which such certificate is delivered and (B) the
Net Revenues Availablefor Debt Service during the then most recently completed Fiscal Y ear
or during any period of twelve consecutive months in the eighteen-month period next
preceding the date of issuance of the proposed Additional Parity Securitieswas not lessthan
105% of the Maximum Annua Debt Service payable during the then current or any
succeeding Fiscal Year with respect to the then outstanding Parity Securities and the
Additional Parity Securities with respect to which such certificate is made; and

(i) the Net Revenues Available for Debt Service during the then most recently
completed Fiscal Year or during any period of twelve consecutive months in the eighteen-
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month period next preceding the date of issuance of the proposed Additional Parity Securities
was hot |ess than 75% of the Maximum Annual Debt Service payable during the then current
or any succeeding Fiscal Y ear with respect to the then outstanding Parity Securities and the
Additional Parity Securities with respect to which such certificate is made; or

(D) If such Revenue Certificateisdelivered with respect to Additional Parity Securitiesissued on
or after October 1, 2007, such certificate shall state that the Net Revenues Available for Debt Service during
the then most recently completed Fiscal Year or during any period of twelve consecutive months in the
eighteen-month period next preceding the date of issuance of the proposed Additional Parity Securitieswashot
lessthan 105% of the Maximum Annual Debt Service payable during the then current or any succeeding Fiscal
Y ear with respect to the then outstanding Parity Securities and the Additional Parity Securitieswith respect to
which such certificate is made.

If ratesand chargesfor servicesfurnished by the System wereincreased and put into effect by the County after
the beginning of the Fiscal Y ear or other twelve-month period to which a Revenue Certificate refers and not
thereafter reduced, an Independent Engineer may certify the amount of gross revenues from the System that
would have been received by the County had such increased rates and charges been in effect during the entire
Fiscal Y ear or other twelve-month period, and the Independent Accountant, the President of the Commission
or the County's Director of Finance, as the case may be, preparing and signing the Revenue Certificate, may
compute Net Revenues Available for Debt Serviceduring such Fiscal Y ear or other twelve-month period based
on the amount of revenues that would have been derived from the System during such period with such
increased rates and charges, as so certified by such Independent Engineer.

"Revenue Forecast" meansareport prepared by an Independent Engineer with respect to aperiod that
shall begin on thefirst day of the Fiscal Y ear that succeeds the Fiscal Y ear in which the proposed Additional
Parity Securitiesareissued and that shall not belonger than five Fiscal Y ears (such period being herein called
the"Forecast Period"), which report shall make the following projectionswith respect to thelast Fiscal Yearin
the Forecast Period (such year being herein called the "Test Year"):

()] If such Revenue Forecast isddlivered with respect to Additional Parity Securitiesissued prior
to October 1, 2007,

0] the sum of (A) the projected Prior Y ears Surplus as of the beginning of the
Test Year and (B) the projected Net Revenues Available for Debt Service for the Test Y ear
shall not be less than 105% of the Maximum Annual Debt Service payable during the Test
Y ear or any succeeding Fiscal Y ear with respect to the then outstanding Parity Securitiesand
the Additional Parity Securities with respect to which such report is made; and

(i) the projected Net Revenues Available for Debt Service for the Test Year
shall not be less than 75% of the Maximum Annual Debt Service payable during the Test
Y ear or any succeeding Fiscal Y ear with respect to the then outstanding Parity Securitiesand
the Additional Parity Securities with respect to which such report is made.

(1 If such Revenue Forecast is delivered with respect to Additional Parity Securitiesissued on or

after October 1, 2007, the projected Net Revenues Available for Debt Service for the Test Y ear shall not be
less than 105% of the Maximum Annual Debt Service payable during the Test Y ear or any succeeding Fiscal
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Y ear with respect to the then outstanding Parity Securities and the Additional Parity Securitieswith respect to
which such report is made.

In preparing its Revenue Forecast, the Independent Engineer shall be entitled (@) to make projections
with respect to the rates and charges to be imposed for services furnished by the System during each of the
Fiscal Years in the Forecast Period (so long as such Independent Engineer certifies, with respect to any
projected rates and charges that are higher than the actual rates and charges in effect as of the date of the
Revenue Forecast, that such projected rates and charges would be reasonablefor public sanitary sewer systems
similar in size and character to the System) and (b) to rely upon estimates prepared by an independent
investment advisor with respect to the aggregate amount of debt service on the Parity Securitiesto become due
and payable during each of the Fiscal Y earsin the Forecast Period.

Particular Covenants of the County
The Indenture contains the following covenants of the County, among others:

Maintenance of Books and Records. The County will maintain complete and separate books and
records pertaining to the System and all receipts and disbursements with respect thereto.

Annual Audits. Within 90 days following the close of each Fiscal Y ear, the County will provide the
Trustee with financial statements respecting the System prepared by the County's financial officers. The
County will also provide the Trustee with audited financial statements prepared by the State Examiner of
Public Accounts of the State of Alabama or an independent certified public accountant within 180 days after
the end of each Fiscal Year.

No Free Service. The County will not furnish or permit to be furnished from the System any free
service of any kind to the State of Alabama, any county or incorporated municipality or to any other Person.
All services furnished from the System will be charged for at the rates at the time established therefor.

Maintenance of Rates. The County will make and maintain such rates and charges for the services
supplied from the System and make collections from the users thereof in such manner as shall provide, ineach
Fiscal Y ear, Net Revenues Availablefor Debt Servicein an amount that shall result in compliance with each of
the following two requirements (such requirements being referred to herein collectively as the "Rate
Covenant"):

() the sum of (A) Net Revenues Available for Debt Service for agiven Fiscal
Y ear and (B) the Prior Y ears Surplus as of the beginning of such Fiscal Y ear shall not beless
than 110% of the aggregate amount payable during such Fiscal Y ear as debt service on all
outstanding Parity Securities; and

(i) the Net Revenues Availablefor Debt Servicefor agiven Fiscal Y ear shal not
be less than 80% (or, in the case of any Fiscal Y ear beginning on or after October 1, 2007,
100%) of the aggregate amount payable during such Fiscal Year as debt service on dl
outstanding Parity Securities.

For purposes of the Rate Covenant, () debt service on the Parity Securities shall not include any interest (i.e.,
accrued interest or capitalized interest) paid with proceeds of Parity Securities, (b) debt service shall bereduced
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by any amounts received by the County during the Fiscal Y ear in question pursuant to Qualified Swaps, and (c)
debt service shall be increased by any amounts paid by the County during such Fiscal Year pursuant to
Quadified Swaps. The County will from timeto time make such increases and other changesin such ratesand
charges as may be necessary to comply with the Rate Covenant.

Priority of Pledge. The pledge of the Pledged Revenuesfor the benefit of the Series 2001-A Warrants,
the Series 1999-A Warrants, and the Series 1997 Warrants shall be prior and superior to any pledge thereof
hereafter made for the benefit of any securities hereafter issued or any contract hereafter made by the County,
other than any of the Additional Parity Securities or any Secured Related Obligation.

Continued Operation of System. The County will not sell or leasethewhole or any part of the System,
will continuously operate the System in an economical and efficient manner, and will keep the System in good
repair and efficient operating condition. The County may, however, sall or otherwise dispose of portions of the
System which, in its opinion, are no longer necessary for the continued efficient and economical operation of
the System. The County may transfer the System as an entirety to a public corporation if the property and
income of such public corporation are not subject to taxation and, upon any such transfer, the due and punctual
payment of the principal of and interest on the Parity Securities and the observance of the agreements
contained in the Indenture are expressly assumed in writing by the corporation to which the System shall be
transferred as an entirety, provided that a condition to any such transfer shall be the delivery to the Trustee of
an opinion of nationally recognized bond counsdl to the effect that such transfer will not result in the interest
on the Parity Securities becoming subject to federal income taxation.

Insurance Required

The County will keep all portions of the System that are of the character and type customarily insured
by governmental entities operating utility systems similar to the System insured against loss by fire or other
casualty to the extent of the full insurable valuethereof. The County will aso carry workmen's compensation
insurance and public liability insurance in such amounts as are customarily carried with respect to utility
systems similar in size and character to the System, provided that the County may, at its election, be self-
insured for such risks to the extent customary at the time for such utility systems.

Damage and Destruction Provisions

If the System is damaged or partialy destroyed to such extent that the loss thereto is not greater than
$25,000,000, the County is required by the Indenture promptly to repair, replace or restore the property
damaged or destroyed, applying for such purposes the insurance proceeds referable thereto, as well as
providing any other funds required therefor. The County is required to pay into the Revenue Account
established under the Indenture any of such insurance proceeds not needed for such repair, replacement or
restoration. The Indenture further providesthat if the System is damaged or destroyed to such extent that the
loss thereto is greater than $25,000,000, the insurance proceeds shall be paid to the Trustee and the Trustee
will, in accordance with the directions of the Commission, cause such insurance proceeds to be applied either
for the repair, replacement or restoration of the property damaged or destroyed, or for the retirement of Parity
Securities prior to maturity through the redemption thereof, or for any combination of such applications. Any
insurance proceedsto be applied for the redemption of Parity Securities prior to maturity shall be depositedin
the Redemption Fund established under the Indenture. The Indenture obligatesthe County to pay any costs of
repairing, replacing or restoring any property damaged or destroyed that arein excess of theinsurance proceeds
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availabletherefor, and any insurance proceeds intended to be used for the payment of the costs of such repair,
replacement or restoration but not needed therefor shall be deposited in the Revenue Account.

Events of Default and Remedies
Events of Default. The following constitute events of default under the Indenture:

@ failure by the County to pay the principal of or the interest or premium (if
any) on any of the Parity Securities when such principal, interest and premium respectively
become due and payable, whether at maturity or otherwise;

(b) failure by the County to satisfy the Rate Covenant, provided that any such
failure shall not constitute an Event of Default if (i) the Trustee receives evidence satisfactory
to it that an increase in the rates charged for services furnished by the System has occurred
pursuant to the provisions of the ordinance of the County that governs such rates, or (ii) the
County employs a utility system consultant to review the System and its existing rates and
fees and makes a good faith effort to comply with the recommendations of such consultant;

(© failure by the County to perform or observe any agreement, covenant or
condition required by the Indenture to be performed or observed by it [other than the Rate
Covenant and its agreement to pay the principal of and the interest and premium (if any) on
the Parity Securities] after thirty (30) days written notice to it of such failure given by the
Trustee or by the holders of not less than twenty-five percent (25%) in aggregate principal
amount of any series of the Parity Securities then outstanding under the Indenture, unless
during such period or any extension thereof the County has commenced and is diligently
pursuing appropriate corrective action;

(d) any material warranty, representation or other statement by or on behalf of
the County contained in the Indenture, or in any document furnished by the County in
connection with theissuance and sal e of any of the Parity Securities, being false or mideading
in any material respect at the time made; or

(e an order, judgment or decree shall be entered by any court of competent
jurisdiction (i) appointing a receiver, trustee or liquidator for the System, (ii) approving a
petition filed against the County under thefederal or any state bankruptcy laws, (iii) granting
relief to the County under federal or state bankruptcy laws or relief substantially similar to
that afforded under the said laws or (iv) assuming the custody or control of the System (or any
part thereof) under the provisions of any other law for the relief or aid of debtors, and such
order, judgment or decree shall not be vacated or set aside or stayed within 90 days from the
date of the entry thereof, or the County shall file a petition in bankruptcy or make an
assignment for the benefit of its creditors or consent to the appointment of areceiver of the
whole or any substantial part of its properties or shall file a petition or answer seeking relief
under the federal or any state bankruptcy laws.

Remedies on Default. Upon the occurrence of an event of default under the Indenture, the Trustee
shall have the following rights and remedies:

A-12



@ Acceleration. Inthe event of afailure by the County to pay the principal of
or the interest or premium (if any) on the Parity Securities, as and when the same shall
become due and payable, the Trustee shall, and upon the occurrence and continuation of any
other event of default under the Indenture, the Trustee may, declare the principal of and the
interest accrued on all the Parity Securities forthwith due and payable, and thereupon they
shall so be, anything in the Indenture or in the Parity Securities to the contrary
notwithstanding. If, however, the County shall thereafter make good that default and every
other default under the Indenture (except for those installments of principal and interest so
declared due and payabl e that would, absent such declaration, not be due and payable), with
interest on all overdue payments of principal and interest, and cover the compensation and
reimbursement of all reasonable expenses of the Trustee, then such event of default shall be
deemed waived and such declaration and its consequences rescinded and annulled, but no
such waiver, rescission and annulment shall affect any subsequent default or right relative
thereto.

(b) Suits at Law or in Equity. The Trustee may, by civil action, mandamus or
other proceedings, protect, enforce and compel performance of all dutiesof the officiasof the
County, including the fixing of sufficient rates, the collection of revenues, the proper
segregation of the revenues of the System and the proper application thereof.

(© Receivership. The Trustee shall be entitled upon or at any time after the
commencement of any proceedings instituted with respect to an event of default, asamatter
of strict right, upon the order of any court of competent jurisdiction, to the appointment of a
receiver to administer and operate the System, with power to fix and charge rates and collect
revenues sufficient to provide for the payment of the Parity Securities and any other
obligations outstanding against the System or the revenues thereof and for the payment of
expenses of operating and maintaining the System and with power to apply the income and
revenues of the System in conformity with the Act and the Indenture.

Application of Moneys Collected. All moneyscollected by the Trustee pursuant to any of the aforesaid
remedies, together with all other moneys derived from the System and held by the County or the Trustee, shall,
after payment of all charges and expenses of the Trustee under the Indenture, be applied to the payment of the
following itemsin the following order:

@ Unless the principal of al the Parity Securities shall have become or shall
have been declared due and payable, such moneys shall be applied:

FIRST: to the payment to the persons entitled thereto of al installments of interest
then due on the Parity Securities, with interest on overdue installments of interest, and, if the
amount available shall not be sufficient to pay in full all such installments plus said interest
thereon, then to the proportionate payment of all such installments and the interest thereon,
according to the amountsthereof, without preference or priority of any installment of interest
over any other installment or any discrimination or privilege among the persons entitled
thereto;

SECOND: to the payment to the persons entitled thereto of the unpaid principal of
and premium, if any, on any of the Parity Securitieswhich shall have become due (other than
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Parity Securities matured or called for redemption for the payment of which moneysare held
pursuant to the provisions of the Indenture), with interest on overdueinstallments of principal
and premium, if any, and, if the amount available shall not be sufficient to pay infull all such
principal and premium, if any, together with such interest, then to the proportionate payment
of such principal, premium, if any, and interest, according to the amounts thereof, without
preference or priority of any installment of principal over any other installment or any
discrimination or privilege among the persons entitled thereto;

THIRD: the surplus, if any, to the Revenue Account.

(b) If the principal of all the Parity Securities shall have become or been declared
due and payable, all such moneys shall be applied as follows:

FIRST: to the payment of the principal and interest then due and payable upon the
Parity Securities (with interest on overdue principal and interest), without preference or
priority of principal over interest or of interest over principal, or of any installment of interest
over any other installment of interest, or of any Parity Security over any other Parity Security,
in proportion to the amounts for both principal and interest due respectively to the persons
entitled thereto, without any discrimination or privilege among such persons; and

SECOND: the surplus, if any, to the County or to whomsoever may be entitled
thereto.

Remedies Vested in Trustee for Benefit of Parity Securityholders. All remediesunder the Indentureare
vested exclusively inthe Trustee for the equal and pro ratabenefit of all holders of the Parity Securities, unless
the Trustee refuses or neglectsto act within thirty days after written request so to act addressed to the Trustee
by the holders of not lessthan 25% in principal amount of the Parity Securities of any seriesthen outstanding,
accompanied by indemnity satisfactory to the Trustee, in which event the holder of any of the Parity Securities
may thereupon so act in the name and behalf of the Trustee or may so act in hisown name and behalf in lieu of
action by or in the name and behalf of the Trustee. Except as provided in the preceding sentence, no holder of
any of the Parity Securities shall havetheright to enforce any remedy under the Indenture. Any action taken by
any Parity Securityholder to enforce any provision of the Indenture shall befor the equal and pro ratabenefit of
the holders of all the Parity Securities.

Concerning the Trustee

Limitation of Liability. The Trustee shall not be liable under the Indenture except for its
noncompliance with the provisions thereof, its willful misconduct or its gross negligence.

Institution of Suit. The Trustee may, initsown name and at any time, institute or intervenein any suit
for the enforcement of al rights under the Indenture without the necessity of joining as parties to such suit or
proceedings any holders of the Parity Securities. The holders of the Parity Securities, by their acceptance of
the provisions of the Indenture, will appoint the Trustee astheir irrevocable agent and attorney in fact for the
purpose of enforcing all such rights of action, but such appointment will not include the power to agree to
accept new securities of any nature in lieu of the Parity Securities or to ater or amend the terms of the
Indenture except as therein provided.
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Resignation and Discharge. The Trustee may resign at any time by giving written notice to the
County. The Trustee may at any time be removed by awritten instrument signed by the holders of amajority
in principal amount of the Parity Securitiesor, if no Event of Default exists, by the County. No resignation or
removal of the Trustee shall become effective until the acceptance of appointment by a successor Trustee.

Appointment of Successor Trustee. If the Trustee resigns, is removed or is otherwise incapable of
acting, a successor may be appointed by the holders of amgjority in principal amount of the Parity Securities
and, in the interim, by the County.

M odification of the Indenture

Without the consent of the holders of any Parity Securities, the County and the Trustee may amend the
Indenture for any of the following purposes: (a) to add to the covenants and agreements of the County; (b) to
provide for the surrender by the County of any right or power conferred upon the County in the Indenture; (c)
to cure any ambiguity or defect or for any other purposeif the County and the Trustee consider such provisions
to be necessary or desirable and such provisions are not inconsistent with the provisions of the Indenture and
do not adversely affect theinterests of the holders of the Parity Securities; (d) to subject to thelien and pledge
of the Indenture additional revenues, properties and collateral; (€) to amend the Indenturein such manner asto
permit the qualification thereof under the Trust Indenture Act of 1939 or any similar federa statute or the
gualification of the Parity Securitiesfor sale under the securities laws of any state; (f) to authorize theissuance
of Additional Parity Securities; (g) to grant to or confer upon the Trustee any additional rights, remedies,
powers, liabilities or duties which are not inconsistent with the Indenture as theretofore in effect; and (h) to
amend the Indenture in any other respect which is not materially adverse to the Parity Securityholders and
which does not involve a change described in the succeeding paragraph.

With the written consent of the holders of not less than a mgjority in principal amount of the
outstanding Parity Securities, the County and the Trustee may amend the Indenture for the purposes of
modifying, altering, amending, adding to or rescinding any of the terms or provisions contained therein;
provided, however, that no such amendment shall, without the consent of the holder of each outstanding Parity
Security adversely affected thereby,

D changethe security for, the stated maturity or mandatory redemption date of
the principal of, or any installment of interest on, any Parity Security, or reduce the principal
amount thereof or the interest thereon or any premium payable upon the redemption thereof,
changethe coin or currency in which any Parity Security or theinterest thereon is payable, or
impair theright to institute suit for the enforcement of any such payment on or after the stated
maturity thereof (or, in the case of redemption, on or after the redemption date), or

() reduce the percentage in principal amount of the outstanding Parity
Securities, the consent of whose holdersis required for any such amendment, or

3 eliminate or modify any provision of the Indenture, the elimination or

modification of which by itsterms requires the consent of the holder of each Parity Security
affected thereby, or
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4 create alien or charge on the revenuesfrom the System ranking prior to or on
a parity of lien with the lien and pledge thereon contained in the Indenture (other than for
Additional Parity Securities), or

5) establish any preference or priority as between the Parity Securities.

Satisfaction of the Indenture

Whenever the entireindebtedness secured by the Indenture, including al proper charges of the Trustee
thereunder, shall have been fully paid, the Trustee shall cancel, satisfy and discharge thelien of the Indenture.
For purposes of the Indenture (including, without limitation, the provisions pertaining to the issuance of
Additional Parity Securities), any of the Parity Securities shall be deemed to have been paid when there shall
have beenirrevocably deposited with the Trustee for payment thereof the entireamount (principal and interest)
due or to be due thereon until and at maturity, and, further, any Parity Security subject to redemption shall also
be deemed to have been paid when the County shall have deposited with the Trustee the applicable redemption
price of such Parity Security (including any applicable redemption premium), together with evidencethat such
Parity Security has been called for redemption in accordance with the Indenture.

In addition, the Parity Securities shall for all purposes of the Indenture be deemed fully paid if the
County and the Trustee enter into a trust agreement making provision for the retirement of all the Parity
Securities by creating for that purpose an irrevocable trust fund sufficient to provide for payment and
retirement of all such Parity Securities (including payment of theinterest that will mature thereon until and on
the dates they are retired, as such interest becomes due and payable), either by redemption prior to their
respective maturities, by payment at their respective maturities or by payment of part thereof at their respective
maturities and redemption of the remainder prior to their respective maturities, which said trust fund shall
consist of (a) Permitted Defeasance Obligations which are not subject to redemption prior to their respective
maturities at the option of theissuer and which, if the principal thereof and theinterest thereon are paid at their
respective maturities, will produce funds sufficient to provide for the payment and retirement of such Parity
Securities, or (b) both cash and Permitted Defeasance Obligationswhich together will produce funds sufficient
for such purpose, or (c) cash sufficient for such purpose.

Miscellaneous Rights of Financial Guaranty

So long as Financial Guaranty has not failed to comply with its payment obligations under the
Insurance Palicy:

@ any acceleration of the maturity of the Parity Securities upon the occurrence
of an Event of Default (or any annulment of any such acceleration) shall be subject to the
prior written consent of Financial Guaranty;

(b) any amendment or supplement to the Indenture shall be subject to the prior
written consent of Financia Guaranty; and

(© Financial Guaranty shall be deemed to be the holder of al outstanding Parity
Securities insured by Financial Guaranty for the purpose of consenting to any proposed
amendment or supplement to the Indenture (except for any such amendment or supplement
that, under the provisions of the Indenture, requires the consent of the holder of each
outstanding Parity Security).
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Financial Guaranty Insurance Company has heretoforeissued insurance policiesthat insure payment of
the Series 1997 Warrants (other than the 1997-C Warrants) and the Series 1999-A Warrants.
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APPENDIX C

PROPOSED OPINION OF BOND COUNSEL

Jefferson County Commission
Birmingham, Alabama

Dear Sirs:

We have examined certified copies of proceedings, certificates and other documents relating to
JEFFERSON COUNTY, ALABAMA (herein called the"County"), and to the authorization, sale and i ssuance
by the County of

$275,000,000
JEFFERSON COUNTY, ALABAMA
Sewer Revenue Capital Improvement Warrants
Series 2001-A

(said warrants being herein called the "Series 2001-A Warrants'). The statements herein made and the
opinions herein expressed are based upon our examination of the said proceedings, certificates and other
documents. In our examination of all documents pertaining to the issuance of the Series 2001-A Warrants, we
have assumed the genuineness of all signatures, the authenticity of documents submitted to usasoriginals, the
conformity to the original documents of documents submitted to us as copies, the authenticity of such latter
documents and the correctness of any facts stated in such documents.

The documents submitted to us show as follows:

@ the Series 2001-A Warrants have been issued under aTrust Indenture dated
as of February 1, 1997, as supplemented and amended by a First Supplemental Indenture
dated as of March 1, 1997, by a Second Supplemental Indenture dated as of March 1, 1999,
and by aThird Supplementa Indenture dated as of March 1, 2001 (said Trust Indenture, asso
supplemented and amended, being herein called the "Indenture"), between the County and
The Bank of New Y ork (as successor to AmSouth Bank of Alabama), astrustee (herein called
the "Trustee"), pursuant to which the County has pledged to the Trustee, to secure the
payment of the principal of and the interest and premium (if any) on the obligations of the
County issued pursuant to the Indenture, certain revenues (herein called the "Pledged
Revenues') derived by the County from the operation of its sanitary sewer system (herein
called the"System") that remain after payment of the expenses of operating and maintaining
the System;

(b) the County has heretofore issued under the Indenture (i) $211,040,000
aggregate principa amount of its Sewer Revenue Refunding Warrants, Series 1997-A, (ii)
$48,020,000 aggregate principal amount of its Taxable Sewer Revenue Refunding Warrants,
Series 1997-B, (iii) $52,880,000 aggregate principal amount of its Taxable Sewer Revenue
Refunding Warrants, Series 1997-C, (iv) $296,395,000 aggregate principal amount of its
Sewer Revenue Warrants, Series 1997-D, and (v) $952,695,000 aggregate principal amount
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of its Sewer Revenue Capital Improvement Warrants, Series 1999-A (those of said warrants
which are now outstanding are herein together called the "Outstanding Parity Securities");

(© the Series 2001-A Warrants have been issued on a parity with the
Outstanding Parity Securitieswith respect to the pledge of the Pledged Revenues contained in
the Indenture; and

(d) in the Indenture the County has reserved the privilege of issuing fromtimeto
time additional warrants, bonds, notes or other forms of indebtedness (herein called
"Additional Parity Securities'), in one or more series, without limitation as to principal
amount and secured by the Indenture on a parity with the Outstanding Parity Securitiesand
the Series 2001-A Warrants, but only upon compliance with the conditions set forth in the
Indenture.

Based upon and subject to the foregoing, we are of the following opinion:

(1) The County is duly organized and existing as a county of the State of Alabama and has the
power and authority to sell and issue the Series 2001-A Warrants and to enter into the Indenture.

() The Series 2001-A Warrants have been duly authorized, sold, executed, authenticated and
delivered as provided by the Indenture and in accordance with the applicabl e provisions of the congtitution and
laws of the State of Alabama, arein due and legal form, and evidence valid special obligations of the County
payable, asto principal, interest and premium (if any), solely from (i) the Pledged Revenues, and (ii) certain
other moneys provided under the Indenture.

(©)) Under the Indenture the payment of the principal of and the interest and premium (if any) on
the Series 2001-A Warrantsis secured, pro rataand without preference or priority of one over ancther or of any
of the Series 2001-A Warrants over any of the Outstanding Parity Securitiesor any Additional Parity Securities
that may be issued hereafter, by avalid pledge and assignment of the Pledged Revenues.

4 The Indenture has been duly authorized, executed and delivered on behalf of the County and
constitutesalegal, valid and binding agreement of the County which islegally enforceablein accordancewith
itsterms, except that (i) the enforceability of any of the agreements contained in the Indenture may be limited
by bankruptcy, insolvency, reorganization or other similar laws affecting the enforcement of creditors rights
generaly, and (ii) any court before which any enforcement proceeding may be brought will have discretion, in
accordance with genera equitable principles, to deny or limit the remedy of specific performance or other
equitable relief with respect to contractual obligations other than for the payment of money.

(5) The County is authorized by the constitution and laws of the State of Alabamato levy and
collect the sewer charges and rental swhich are required to be levied and collected by the Indenture and which
congtitute part of the Pledged Revenues.

(6) Neither the registration of any security under the Securities Act of 1933, asamended, nor the

qudification of any trust indenture under the Trust Indenture Act of 1939, as amended, is required in
connection with the offering, sale and issuance of any of the Series 2001-A Warrants.
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@) Under existing statutes, the interest income on the Series 2001-A Warrants is exempt from
income taxation in the State of Alabama.

(8 Under existing statutes, regulations, rulings and court decisions, the interest on the Series
2001-A Warrants is excluded from gross income for federal income tax purposes and is not an item of tax
preference for purposes of the federal alternative minimum tax imposed on individuals and corporations,
however, it should be noted that with respect to corporations (asdefined for federal incometax purposes), such
interest is taken into account in determining adjusted current earnings for the purpose of computing the
alternative minimum tax imposed on such corporations. The opinions set forth in the next preceding sentence
are subject to the condition that the County comply with al requirements of the Internal Revenue Code of
1986, as amended, that must be satisfied subsequent to the issuance of the Series 2001-A Warrants in order
that the interest thereon be (or continue to be) excluded from gross income for federal income tax purposes.
Failureto comply with certain of such regquirements could cause theinterest on the Series 2001-A Warrantsto
be so included in grossincome retroactive to the date of issuance of the Series 2001-A Warrants. The County
has covenanted to comply with al such requirements. We express no opinion regarding other federal tax
consequences arising with respect to the Series 2001-A Warrants.

The Indenture providesthat, in the event the County should default in any of the provisionsthereof in
the manner and for the time therein provided, the Trustee may declare all obligations then outstanding under
the Indenture to be forthwith due and payabl e, whereupon the same shall immediatel y become due and payable
and the Trustee shall be entitled to exercise the rights specified in the Indenture. The Indenture does not,
however, establish a mortgage lien on the System that will be subject to foreclosure. We have not examined
the title of the County to the System as it presently exists, and we therefore express no opinion thereon.

The opinions hereinabove expressed respecting the Series 2001-A Warrants are subject to all
applicable bankruptcy, insolvency, moratory and other laws respecting the enforcement of creditors' rights,
including specifically, but without limitation, the provisions of Chapter 9 of the United States Bankruptcy
Code, as amended, relating to the adjustment of debts of political subdivisions and public agencies and
instrumentalities of the several states.

We have been employed solely for the purpose of preparing certain legal documents and supporting
certificates, reviewing the transcript of proceedings by which the Series 2001-A Warrants have been authorized
to beissued and rendering an opinion in conventional form relating solely to the essential validity and legality
of the Series 2001-A Warrants, to the legal security for their payment, to the exclusion of the interest on the
Series 2001-A Warrantsfrom grossincome for federal incometax purposes, to the exemption of theinterest on
the Series 2001-A Warrants from income taxation by the State of Alabama and to certain related matters.
Whilewe have participated in the preparation of the County's Official Statement respecting the Series 2001-A
Warrants, we have not made or participated in any investigation or inquiry into the financial condition of the
County, nor have we reviewed any documents relating thereto, and we express no opinion whatever asto the
accuracy or completeness of any factual information respecting thefinancial condition of the County contained
in such Official Statement.

Yoursvery truly,

HASKELL SLAUGHTER & YOUNG, L.L.C.
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