OFFICIAL STATEMENT DATED JUNE 10, 2004
NEW ISSUE - BOOK-ENTRY-ONLY RATINGS: See “RATINGS” herein.

In the opinion of Gust Rosenfeld P.L.C., Phoenix, Arizona, Bond Counsel, under existing laws, regulations, rulings and
Judicial decisions, and assuming continuing compliance with certain covenants, restrictions, conditions and requirements by the
City, as mentioned under "TAX EXEMPTION’ herein, interest income on the Bonds is excluded from gross income for federal
income fax purposes and is exempt from Arizona income taxes. Interest income on the Bonds is not an item of preference to be
included in the alternative minimum tax of individuals cr corporations, such interest income must, however, be taken into
account as an adjustment to alternative minimum taxable income by certain corporations, which income is subject to the
alternative minimum tax. See “TAX EXEMPTION" herein.

CITY OF MESA, ARIZONA
$64,625,000
UTILITY SYSTEMS REVENUE BONDS, SERIES 2004

Dated: June ., 2004 Due: July 1, as shown below

The City cf Mesa, Arizona (the "City") Utility Systems Revenue Bonds, Series 2004 (the "Bonds") will be initially issued in
book-entry-oaly form in the name of Cede & Co., as nominee of The Depository Trust Company, a registered securities
depository ("DTC"). Beneficial interests in the Bonds will be offered for sale in $5,000 denominations and integral multiples
therecof. The Bonds are being issued to provide funds to (i) acquire and construct certain improvements to the City’s water,
wastewater and natural gas systems, (ii) pay engineering and other consulting fees incurred in the design of certain improvements
to the City’s utility systems, and (iii) pay costs of issuance of the Bonds.

Interest on the Bonds will be payable semiannually on January 1 and July 1 of each year, commr encing January 1, 2005, until
maturity or redemption prior to maturity, and principal of the Bonds will be payable in accordance with the maturity schedule set
forth below. So long as the Bonds are in book-entry-only form, principal of and interest on the Bonds will be paid to DTC for
credit to the accounts of the DTC participants and, in turn, 1o the accounts of the owners of beneficial interests in the Bonds (the
"Beneficial Owners"). See “Appendix F: Book-Entry-Only System."

MATURITY SCHEDULE

Maturity Principal  Interest Maturity Principal Interest

(July 1) _ Amount Rate Yield (July 1) Amount Rate Yield
2019 $ 1,125,000 6.00% 4.53% 2024 $ 9,000,000 5.00% 4.98%*
2020 1,250,000 6.00 4.60 2025 9,500,000 5.00 5.05
2021 1,500,000 6.00 4.67 2026 10,000,000 5.00 5.10
2022 2,250,000 6.00 4.75 2027 10,500,000 5.00 5.12
2023 8,500,000 5.00 4.91* 2028 11,000,000 5.00 5.13

(Plus interest accrued from June 1, 2004)

*Priced to the July 1, 2014 par call

Certain of “he Bonds are subject to optional redemption prior to maturity as described herein under “The Bonds-Redemption
Provisions.”

The Bonds are special obligations of the City payable as 1o both principal and interest solely from the revenues derived by the
City from the ownership, use and operation of its water, electrical, natural gas, wastewater and solid waste systems (collectively,
the "System") after provision has bzen made for payment of the reasonable and necessary costs of the operation, maintenance and
repair of the System, excluding depreciation and debt servicz (the "Net Revenues"), and on a parity of lien on such Net Revenues
with the Parity Bonds (as defined herein), now outstanding and hereafter issued. The Bonds are not general obligations of the
City and neither constitute an indebtedness of the City when computing any debt limit imposed by constitutional,
statutory or charter provisions or a charge against the general credit or taxing power of the City nor a liability of the City
for payment of the Bonds other than from the Net Revenues. See “Security for and Sources of Payment of the Bonds.”

Payment of principal of and interest on the Bonds when due will be insured by a financial guaranty insurance policy to be
issued by MBIA Insurance Corporation concurrently with the delivery of the Bonds.

MM IS~

The Bonds are offered when, as and if issued by the City, subject to the approving opinion of Gust Rosenfeld P.L.C., Phoenix,
Arizona, Bond Counsel, as to validity and tax exemption. It is expected that the Bonds will be avai able for delivery on or about
June 24, 2004

This cover page contains certain information for convenience of reference only. It is not a summary of material information
with respect to the Bonds. Investors must read this entire official statement and all appendices to obtain information essential to
the making of an informed investment decision with respect to the Bonds.
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REGARDING THIS OFFICIAL STATEMENT

This Official Statement does not constitute an offering of any security other than the City of Mesa, Arizona (the
"City") Utility Systems Revenue Bonds, Series 2004 (the "Bonds"), identified on the cover page hereof. This
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, and there shall be no sale
of the Bonds by any person in any jurisdiction in which it is unlawful to make such offer, solicitation or sale.

The information set forth herein has been provided by the City, the Maricopa County Assessor's, Finance and
Treasurer's offices, the State of Arizona Department of Revenue, and other sources which are considered to be
reliable and customarily relied upon in the preparation of similar official statements, but such information is not
guaranteed as to accuracy or completeness and is not to be construed as the promise or guarantee of the City or the
Financial Advisor. The presentation of information, including tables of receipts from taxes and other revenue
sources, is intended to show recent historical information and is not intended to indicate future or continuing trends
in the financial position or other affairs of the City. No person, including any broker, dealer or salesman has been
authorized to 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 be relied upon as having been
authorized by the City. All estimates and assumptions contained herein have been based on the latest information
available and are believed to be reliable, but no representations are made that such estimates and assumptions are
correct or will be realized. All beliefs, assumptions, estimates, projections, forecasts and matters of opinion
contained herein are forward looking statements which must be read with an abundance of caution and which may
not be realized or may not occur in the future. The information and any expressions of opinion contained herein are
subject to change without notice, and neither the delivery of this Official Statement nor any sale made hereunder
shall, under any circumstances, create any implication that there has been no change in the affairs of the City or any
of the other parties or matters described herein since the date hereof.

The Bonds will not be registered under the Securities Act of 1933 or the Securities Exchange Act of 1934, both as
amended, in reliance upon the exemptions provided thereunder by Sections 3(a)(2) and 3(a)(12), respectively,
pertaining to the issuance and sale of municipal securities, nor will the Bonds be qualified under the Securities Act
of Arizona in reliance upon various exemptions contained in such Act. Neither the Securities and Exchange
Commission nor any other Federal, state or other governmental entity or agency will have passed upon the accuracy
or adequacy of the Official Statement or approved this series of securities for sale.

The City will covenant to provide continuing disclosure, as described in this Official Statement under "Continuing
Secondary Market Disclosure" and in Appendix H — "Form of Continuing Disclosure Certificate," pursuant to Rule
15¢2-12 promulgated by the Securities and Exchange Commission.
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OFFICIAL STATEMENT

CITY OF MESA, ARIZONA
$64,625,000
UTILITY SYSTEMS REVENUE BONDS, SERIES 2004

INTRODUCTORY STATEMENT

This Official Statement, which includes the cover page and the appendices hereto, has been prepared by the City of
Mesa. Arizona (the "City"), in connection with the original issuance of $64,625,000 Utility Systems Revenue Bonds,
Series 2004 (the "Bonds"), identified on the cover page hereof. Certain information concerning the authorization,
purpose, terms, conditions of sale, security for and sources of payment of the Bonds is set forth in this Official
Statement.

All financial and other information presented in this Official Statement has been provided by the City from its
records, except for information expressly attributed to other sources. The presentation of information, including tables
of receipts by the City from the System, taxes and other sources, is intended to show recent historic information and is
not intended to indicate future or continuing trends in the financial position, results of operations, or other affairs of the
City. No representation is made that past experience, as shown by such financial or other information, will necessartly
continue or be repeated in the future.

Reference to provisions of Arizona law, whether codified in the Arizona Revised Statutes (“A.R.S.”) or uncodified, or
of the Arizonz Constitution, or the Charter of the City (the "Charter"), are references to those provisions in their current
form. Those provisions may be amended, repealed or supplemented.

As used in this Official Statement "debt service" means principal of and interest on the obligations referred to,
"County" means Maricopa County, Arizona and "State" or "Arizona" means the State of Arizona.

THE BONDS

Authorization and Purpose

The Bonds will be issued pursuant to A.R.S., Title 9, Chapter 5, Article 3, as amended; voted approval for issuance
given by the electorate of the City at special bond elections held on March 14, 2000 and on March 9, 2004; Resolution
No. 6362 adopted by the Mayor and Council of the City on July 29, 1991 (the "Master Resolution"); as heretofore
amended and supplemented by eleven Supplemental Resolutions pertaining to the issuance of outstanding bonds
secured by the Net Revenues of the System (each as defined herein); and as further amended and supplemented by a
Twelfth Supplemental Resolution adopted by the Mayor and Council of the City on June 10, 2004, authorizing issuance
of the Bonds (collectively the "Supplemental Resolutions", and which together with the Master Resolution are referred
to herein as the Bond Resolution). The Bonds will be issued as Parity Bonds (as hereafier defined) pursuant to the
provisions of the Bond Resolution. (See "Security for and Sources of Payment of the Boncs-Additional Parity Bonds"
and Appendix E: "Summaries of the Master Resolution and the Twelfth Supplemental Resolution”, herein.) The Bonds
are being issued to provide funds to (i) acquire and construct certain improvements to the City’s water, wastewater and
natural gas systems, (ii) pay engineering and other consulting fees incurred in the design of certain improvements to the
System, and (iii) pay the costs of issuance of the Bonds.



Set forth in the table below is a listing of the projects expected to be funded by the Bonds and estimates of their
respective costs.

Projects to be Estimated
Funded Cost
Natural Gas System $ 5,990,000
Water System 27,860,000
Wastewater System 30,775,000
Total $ 64625000

Summaries of the Master Resolution and the Twelfth Supplemental Resolution are included in Appendix E of this
Official Statement. Such summaries do not purport to be comprehensive or definitive. All references herein to the
Master Resolution and the Supplemental Resolutions are qualified in their entirety by reference to the full text of such
documents, and references herein to the Bonds are qualified in their entirety by reference to the form thereof included in
the Twelfth Supplemental Resolution. All capitalized terms appearing in this Official Statement and not otherwise
defined shall have the meanings ascribed to them in the Bond Resolution. Copies of the Master Resolution and
Supplemental Resolutions may be inspected at the office of the City Financial Services Manager, 20 East Main Street,
Suite 450, Mesa, Arizona 85201.

The City expects to issue $9,585,000 Street and Highway User Revenue Bonds, Series 2004, concurrently with the
Bonds, pursuant to a separate official statement.

General Provisions

The Bonds will be dated June 1, 2004 and will bear interest from such date payable on January 1, 2005 and
semiannually thereafter on January 1 and July 1 of each year (each an "Interest Payment Date") until maturity or prior
redemption. The Bonds will mature on the dates and in the principal amounts and will bear interest at the rates set forth
on the cover page of this Official Statement.

The Bonds will be issued only in fully-registered form in denominations of 35,000, or any integral multiples thereof,
and will initially be registered in the name of Cede & Co., as nominee of the Depository Trust Company, New York,
New York (“DTC”). For a description of registration and transfer of the Bonds through the facilities of DTC, see
“APPENDIX F: BOOK-ENTRY-ONLY SYSTEM.”

SO LONG AS CEDE & CO., AS NOMINEE FOR DTC, IS THE REGISTERED OWNER OF THE BONDS,
REFERENCES IN THE OFFICAL STATEMENT, EXCEPT THOSE UNDER THE HEADINGS “TAX
EXEMPTION”, “ORGINAL ISSUE PREMIUM” AND “ORGINAL ISSUE DISCOUNT", TO THE OWNERS OR
REGISTERED OWNERS OF THE BONDS WILL MEAN CEDE & CO. AND WILL NOT MEAN THE
BENEFICIAL OWNERS OF THE BONDS.

So long as the Book-Entry-Only System is in effect, the City Financial Services Manager will act as the registrar and
paying agent for the Bonds (the "Registrar” and the "Paying Agent"). If the Book-Entry-Only System is discontinued,
interest on the Bonds will be payable by check drawn on a bank or trust company doing business in the State, to be
named by the City as the successor Registrar and Paying Agent, and mailed on or prior to each Interest Payment Date to
the registered owners of the Bonds at the addresses shown on the books of the Registrar on the 15" day of the month
preceding each such Interest Payment Date (the "Record Date"). Principal of the Bonds will then be payable at
maturity, or upon redemption prior to maturity, upon presentation and surrender of the Bonds to the designated
corporate trust office of the Paying Agent. Additionally, if the Book-Entry-Only System is discontinued, payment of
interest may also be made by wire transfer upon ten (10) days prior written request delivered to the Paying Agent
specifying a wire transfer address in the continental United States by any owner of at least $1,000,000 aggregate
principal amount of the Bonds. Interest will be computed on the basis of a year comprised of 360 days consisting of 12
months of 30 days each.



Redemption Provisions
Optional Redemption

Bonds maturing on or before July 1, 2022 are not subject to call for redemption prior to maturity. Bonds maturing on
or after July 1, 2023, are subject to call for redemption prior to maturity, at the option of the City, in whole or in part, on
July 1, 2014, or on any date thercafter, by the payment of a redemption price equal to the principal amount of each Bond
called for redemption plus accrued interest to the date fixed for redemption, but without premium.

Notice of Redemption

So long as the Bonds are held under the Book-Entry-Only System, notices of redemption will be sent solely to DTC
by telecopy or other electronic means. If less than all of the Bonds are being redeemed, DTC’s practice is to determine
by lot the arount of the interest of each DTC Participant to be redeemed. If the Book-Entry-Only System is
discontinued, notice of any redemption will be given by the Registrar and Paying Agent on behalf of the City by mailing
a notice of redemption by first class mail not less than thirty (30) days nor more than sixty (60) days prior to such
redemption date, to the registered owner of each Bond to be redeemed at the address shown on the Bond Register or at
such other address as may be furnished in writing by an Owner of a Bond to the Registrar and Paying Agent. Neither
the failure of any Owner of the Bonds to receive a notice of redemption nor any defect therein will affect the validity of
the proceedings for the redemption of Bonds as to which proper notice of redemption was given.

If monies for the payment of the redemption price and accrued interest are not held in separate accounts by the City or
by a Paying Agent prior to sending the notice of redemption, such redemption shall be conditional on such monies being
so held on or prior to the date set for redemption and if not so held by such date the redemption shall be cancelled and
be of no force and effect. The notice of redemption shall describe the conditional nature of the redemption.

Effect of Call jor Redemption

Notice of redemption having been given in the manner described above, the Bonds or portions thereof called for
redemption will become due and payable on the redemption date and if an amount of money sufficient to redeem all the
Bonds or portions thereof called for redemption is held in separate accounts by the City or vy a Paying Agent, then the
Bonds or portions thereof called for redemption will cease to bear interest from and afier such redemption date.

If a conditional redemption has been given and money sufficient to redeem all the Bonds or portions thereof called for
redemption is not held in separate accounts by the City or by a Paying Agent on the day set for redemption, then such
redemption shall be cancelled and be of no force or effect.

Redemption of Less Than All of a Bond

The City may redeem an amount which is included in a Bond in the denomination in sxcess of, but divisible by,
$5.000. In that event, if the Book-Entry-Only System is discontinued, the registered owner shall submit the Bond for
partial redemption and the Paying Agent shall make such partial payment and the Registrar shall cause a new Bond in a
principal amount which reflects the redemption so made to be authenticated, issued and delivered to the registered
owner thereof.

SECURITY FOR AND SOURCES OF PAYMENT OF THE BONDS

General

The Bonds are special obligations of the City payable as to both principal and interest solely from the revenues
derived by the City from the ownership, use and operation of its water, electrical, natural gas, wastewater and solid
waste systems (collectively, the "System") after provision has been made for the payment from such revenues of the
reasonable and necessary expenses of operation, maintenance and repair of the System, excluding depreciation and debt
service (the "Net Revenues"), on a parity of lien on such Net Revenues with the City's outstanding Utility Systems
Revenue Bonds previously issued in eleven separate series and presently outstanding in the aggregate principal amount
of 3407,910,000 (collectively, wiih the Bonds, the "Parity Bonds"). See "Combined Schedules of Net Revenues and
Debt Service Coverage", Appendix C: "City of Mesa, Arizona — Utility Systems Information" and Appendix E:



"Summaries of the Master Resolution and the Twelfth Supplemental Resolution".

The Bonds are not general obligations of the City and neither constitute an indebtedness of the City when
computing its limit imposed by constitutional, statutory or charter provisions or a charge against the general credit
or taxing power of the City nor a liability of the City for payment of the Bonds other than from the Net Revenues.

Following deposit of monies into the Bond Fund, the City may invest such monies in Permitted Investments. THE
PROCEEDS OF THE BONDS ARE NOT PLEDGED TO, NOR DO THEY SECURE, PAYMENT OF THE
BONDS.

Rate Covenant

Pursuant to the Bond Resolution, the City covenants and agrees with the owners of the Bonds, that it will establish
and maintain rates, fees and other charges for all services supplied by the System to provide Revenues fully sufficient at
all times, after making reasonable allowance for contingencies and errors in estimates, to pay all Operating Expenses
and to produce an aggregate amount of Net Revenues in each Fiscal Year at least equal to one hundred twenty percent
(120%) of the current principal and interest requirements on all Outstanding Bonds for the corresponding Bond Year
(treating Variable Rate Obligations as bearing interest at the Assumed Interest Rate and Bonds subject to mandatory
redemption as maturing on their respective mandatory redemption dates) and said rates, fees and other charges shall also
be established and maintained at rates sufficient to provide an amount of Net Revenues for the then current Fiscal Year
which, net of the aggregate amounts required to be deposited to the Bond Fund during such Fiscal Year, will be
sufficient to provide at least one hundred percent (100%) of the City's Policy Costs due and owing in such Fiscal Year.

Reserve Fund

The Bond Resolution establishes a Reserve Fund for the benefit of all Parity Bonds, including the Bonds, issued and
delivered subsequent to January 1, 2003 (the “Post-2002 Bonds”). To the extent the Reserve Fund is funded for the
Post-2002 Bonds (the “Post-2002 Reserve Fund”), the moneys therein will be available to pay principal of or interest on
the Post-2002 Bonds in the event and to the extent moneys on deposit in the Bond Fund on any principal or interest
payment date are insufficient for such purpose. The Post-2002 Reserve Fund is required to be funded only if Net
Revenues during any Fiscal Year do not equal or exceed one hundred seventy-five percent (175%) of the principal and
interest requirements on all Outstanding Bonds for the corresponding Bond Year. If Net Revenues do not equal or
exceed 175% of such principal and interest, then the City will deposit, or cause to be deposited, within 180 days
following the end of such Fiscal Year, to the Post-2002 Reserve Fund, moneys, investments, Reserve Fund Guaranties
or any combination thereof, equal to the Post-2002 Reserve Requirement. If, thereafter, Net Revenues for two
consecutive Fiscal Years equal or exceed one hundred seventy-five percent (175%) of the principal and interest
requirements on all Outstanding Bonds for the respective corresponding Bond Years, any moneys, investments or Post-
2002 Reserve Fund Guaranties in the Post-2002 Reserve Fund may be released and (except as otherwise limited by the
terms of such Reserve Fund Guaranties or the related Reserve Fund Guaranty Agreements) used by the City for any
lawful purpose, and the City’s obligation to maintain the Post-2002 Reserve Fund will terminate, subject, however, to
the provisions described in the preceding sentence for re-funding the Post-2002 Reserve Fund. The Master Resolution,
as amended, also created a reserve fund for Parity Bonds issued prior to January 1, 2003 (the “Pre-2003 Reserve
Fund”). Owners of the Post-2002 Bonds will have no claim on the Pre-2003 Reserve F und.

Additional Parity Bonds

The Bonds will constitute an additional series of Parity Bonds under the Bond Resolution and will be issued in
compliance with the requirements of the Bond Resolution set forth in the succeeding paragraph for the issuance of
additional Parity Bonds.

Additional Parity Bonds may be issued on a parity with the Bonds only if the Net Revenues for the completed Fiscal
Year immediately preceding the issuance of the Parity Bonds have been at least equal to one hundred twenty percent
(120%) of Maximum Annual Debt Service on all Parity Bonds to be outstanding immediately after issuance of such
Parity Bonds and said Net Revenues must also be sufficient to provide an amount of Net Revenues for the then current
Fiscal Year which, net of depreciation and the aggregate amounts required to be deposited to the Bond Fund during
such Fiscal Year, will be sufficient to provide at least one hundred percent (100%) of the City's Policy Costs due and
owing in such Fiscal Year as shown by a certificate signed by the City’s Financial Services Director. For the purposes
of this computation, additional amounts may be added to the Net Revenues of the preceding Fiscal Year, as follows: (1)



if all or part of the proceeds of the Parity Bonds are to be expended for the acquisition of existing water, wastewater,
natural gas, electrical or solid waste (garbage and rubbish) properties for the System, there may be added to the Net
Revenues of such preceding Fiscal Year the net revenues derived from the operation of such existing water, wastewater,
natural gas, electrical or solid waste (garbage and rubbish) system properties during the immediately preceding Fiscal
Year as estimated by an engineer or engineering firm which shall have a wide and favorable reputation in respect to
such matters, and (ii) if during such preceding Fiscal Year, the City shall have increased its System rates or charges,
there may be added to the Net Revenues of such Fiscal Year the increased amount of Net Revenues which would have
been received from the operation of the System during such Fiscal Year had such increase been in effect throughout
such Fiscal Year, such increased amount of Net Revenues to be estimated by an engineer or engineering firm which
shall have a wide and favorable reputation in respect to such matters.

The City expects to issue additional Parity Bonds in the future pursuant to existing and future voted bond
authorizations and supplemental resolutions. The City is currently authorized to issue $243,452,000 of Parity Bonds in
addition to ths Bonds, pursuant to voter approval given at special bond elections held on March 29, 1994, March 26,
1996, March 14, 2000 and March 9, 2004. The purposes and amounts of such authorized but unissued Parity Bonds are
set forth below.

Total Utility
Remaining Remaining Remaining Remaining Systems Revenue

Purpaose of Utility Systems 1994 Bond 1996 Bond 2000 Bond 2004 Eond Bonds Authorized But
Revenue Bond Authorization Authorization* Autherization* Authorization Authorization Unissued

Gas System lmprovements $ 0 $ 0 0 $ 16,015,000 $ 16,015,000
Water System Improvements 0 10,057,000 $ 15,970,000 68,900,000 94,927,000
Wastewater System Improvements 0 10,450,000 0 113,475.000 124,225,000
Solid Waste System Improvements 8.285.000 0 0 0 8.285.000
Total $ 8,285,000* $ 20,507,000* $ 15,970,000 $198,690,000 $_ 243,452,000

*Bonds authorized at the City’s March 29, 1994 and March 26, 1996 special elections may, at the option of the City, be
issued as either general obligation bonds or utility systems revenue bonds.

BOND INSURANCE

The following information has been furnished by MBIA Insurance Corporation ("MBIA") for use in this Official
Statement. Reference is made to Appendix I for a specimen of MBIA's policy.

MBIA's policy unconditionally and irrevocably guarantees the full and complete payment required to be made by or
on behalf of the City to the Paying Agent or its successor of an amount equal to (i) the principal of (either at the stated
maturity or by an advancement of maturity pursuant to a mandatory sinking fund payment) and interest on, the Bonds as
such payments shall become due but shall not be so paid (except that in the event of any acceleration of the due date of
such principal by reason of mandatory or optional redemption or acceleration resulting from default or otherwise, other
than any advancement of maturity pursuant to a mandatory sinking fund payment, the payments guaranteed by MBIA's
policy shall be made in such amounts and at such times as such payments of principal would have been due had there
not been any such acceleration); and (ii) the reimbursement of any such payment which is subsequently recovered from
any owner of the Bonds pursuant to a final judgment by a court of competent jurisdiction that such payment constitutes
an avoidable preference to such owner within the meaning of any applicable bankruptcy law (a "Preference").

MBIA's policy does not insure against loss of any prepayment premium which may at any time be payable with
respect to any Bonds. MBIA's policy does not, under any circumstance, insure against loss relating to: (i) optional or
mandatory redemptions (other than mandatory sinking fund redemptions); (ii) any payments to be made on an
accelerated basis; (iii) payments of the purchase price of Bonds upon tender by an owner thereof; or (iv) any Preference
relating to (i) through (iii) above. MBIA's policy also does not insure against nonpayment of principal of or interest on
the Bonds resulting from the insolvency, negligence or any other act or omission of the Paying Agent or any other
paying agent for the Bonds.



Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in writing by registered
or certified mail, or upon receipt of written notice by registered or certified mail, by MBIA from the Paying
Agent or any owner of a Bond the payment of an insured amount for which is then due, that such required
payment has not been made, MBIA on the due date of such payment or within one business day after receipt of
notice of such nonpayment, whichever is later, will make a deposit of funds, in an account with U.S. Bank Trust
National Association, in New York, New York, or its successor, sufficient for the payment of any such insured
amounts which are then due. Upon presentment and surrender of such Bonds or presentment of such other proof
of ownership of the Bonds, together with any appropriate instruments of assignment to evidence the assignment
of the insured amounts due on the Bonds as are paid by MBIA, and appropriate instruments to effect the
appointment of MBIA as agent for such owners of the Bonds in any legal proceeding related to payment of
insured amounts on the Bonds, such instruments being in a form satisfactory to U.S. Bank Trust National
Association, U.S. Bank Trust National Association shall disburse to such owners or the Paying Agent payment
of the insured amounts due on such Bonds, less any amount held by the Paying Agent for the payment of such
insured amounts and legally available therefor. This policy does not insure against loss of any prepayment
premium which may at any time be payable with respect to any Obligation.

As used herein, the term "owner" shall mean the registered owner of any Bond as indicated in the books
maintained by the Paying Agent, the City, or any designee of the City for such purpose. The term owner shall
not include the City or any party whose agreement with the City constitutes the underlying security for the
Bonds.

Any service of process on the Insurer may be made to the Insurer at its offices located at 113 King Street,
Armonk, New York 10504 and such service of process shall be valid and binding.

This policy is non-cancelable for any reason. The premium on this policy is not refundable for any reason
including the payment prior to maturity of the Bonds.

INVESTMENT LOSSES IN THE STATE LOCAL GOVERNMENT INVESTMENT POOL

Pursuant to statutory authority, a portion of the City’s monies, including Net Revenues of the System, was invested in
the State Treasurer’s Local Government Investment Pool (“LGIP”), which was established in 1980 for the collective
investment of State and local government monies. In December 2002, the State Treasurer announced that the LGIP
held $130.986 million of asset-backed securities issued by an NPF-12 trust serviced by National Century Financial
Enterprises (“NCFE”). NCFE has come under investigation by the Federal Bureau of Investigation, the Securities and
Exchange Commission and various state authorities for possible fraud and violations of federal and state laws. NCFE
has declared bankruptcy and the trustee for the Bonds has informed the State Treasurer that the interest payments due
December 1, 2002, and thereafter, have not been received.

All LGIP participants have been allocated a proportional share of the value of the NPF-12 securities and such
securities have been placed by the State Treasurer into a separate pool. It is likely that the LGIP will incur a loss on the
total securities held of $130.986 million. Of this likely loss to the LGIP, the City currently estimates it would be
allocated approximately $6.7 million as its proportional share as an LGIP participant. The City recognized
approximately $6.4 million of this loss on investment during fiscal year 2002/03. The City has joined together with
other cities, towns and other municipal entities that were investors in the LGIP to bring suit against entities thought to
be responsible for the losses. A suit has been filed in the Arizona Courts, but was transferred to the Federal District
Court for the District of Arizona. At present all pre-trial activity has been transferred to the Ohio Federal Court. When
the pretrial activity is concluded, the case may be transferred back to Arizona Federal District Court or the Arizona
Courts for actual trial. Resolution of the litigation is expected to take many years. The investors in the LGIP have
entered into a tolling agreement with the State, tolling the statute of limitations until six months after the current suit is
completed.



ELECTRICAL UTILITY INDURSTRY DEREGULATION

In the 1998 legislative session, the Arizona legislature adopted legislation addressing many of the issues of
deregulation (the “Deregulation Act”). The Deregulation Act establishes a framework for electric competition of public
power entities (such as the City), and confirms the authority of the Arizona Corporation Commission (the “ACC”) to set
the framework for public service corporations. It requires a phasing in of competition on the sale of retail electric power
by public power entities such as the City. However, under the Deregulation Act, the City could determine to not open
its service area to competition, so long as the City does not provide service outside its service area boundaries. In
August of 1998, the City adopted a resolution exercising its authority to “opt out” of competition due to non-
competition covenants made by the City in the Bond Resolution. In 2000, the Arizona legislature adopted a bill to
require the City to open its service territory to competition in January 2002, thus the City’s current electric service area
of six square miles is now open to competition. However, the City is now able to compete for customers throughout the
City limits, which encompass approximately 128 square miles. The City’s covenant not to allow competing utility
service is, therefore, no longer effective.

COMBINED SCHEDULES OF NET
REVENUES AND DEBT SERVICE COVERAGE

The following table sets forth a record of the combined schedules of annual revenues, expenditures and Net
Revenues for the most recent five fiscal years - followed by a statement of utility system revenue bond debt service
requirements and debt service coverage provided by such Net Revenues for each fiscal year

2102/03 2001/02 2000/01 1999/00 1998/99
System Revenues.:*
Electric System $ 27,949,634 3 29,422,805 $ 47,471,663 $ 28,060,877 $ 30,720,507
Gas System 25,420,566 26,575,126 31,799,719 21,721,252 18,860,753
Water System 76,631,148 76,050,181 68,337,318 67,308,021 62,238,623
Wastewater System 42,704,907 40,898,428 41,681,117 38,571,130 35,932,329
Solid Waste System 31.940.690 29,554,082 26,786,197 24,851,709 23,045,256
Total System Revenucs $ 204646935 $_ 202,490,622 $ 216,076,014 $ 180,511,989 $ 170,797.468
System Expenses*:
Electric System $ 19,186,705 $ 18,879,880 $ 29,276,403 $ 18,835,442 $ 18,960,253
Gas System 20,300,753 18,186,156 25,497,857 16,123,777 15,000,154
Water System 27,688,469 31,098,167 30,423,358 28,656,677 27,345,316
Wastewater System 15,567,214 14,022,925 14,956,558 12,893,900 12,204,107
Solid Waste System 19.903.824 19,513,561 19,234,223 17.623.676 17,216,359
Total System Expenses $ 102,646,965 $ _ 101.700.689 $ 119,388,399 $ 94145472 $  90.726.189
Net Income Available For Debt
Service (Net Revenues) $ 101999970 $  100.789.933 $ 96687615 3 86366517 $ 80071279
Utility Systems Revenue Bond
Debt Service Requirements 3 27.259.114  § 20,951.351 $ 14.250.528 $ 11,844,338 $ 11,669,338
Approximate Dzbt Service
Coverage Provided By Net
Revenues 3.74x 4.81x 6.78x 7.29x 6.86x

Source: City of Mesa, Arizona Financial Services Department.

*System revenues include all income, moneys and receipts derived by the City from the ownership, use and operation of
the System. BSuch revenues include operating revenues, interest income and other miscellaneous revenues. System
expenses are the reasonable and necessary costs of System operation, maintenance and repeir, but exclude depreciation
and debt service expenses. System revenues and expenses indicated in the above schedule are set forth on a modified
accrual basis, recognizing revenues when they become measurable and available and expenszs when incurred.

Historically, the City has annually transferred a portion of the Net Revenues to the City’s general fund after providing
for payment of the current debt service requirements of all Parity Bonds and utility systems — supported general
obligation bonds. In fiscal year 2002/03, such transfer occurred in the amount of approximately $60 million. The City
expects to continue this practice in the future.



RISK FACTORS

The purchase of the Bonds involves certain investment risks that are discussed throughout this Official Statement.
Accordingly, each prospective purchaser of the Bonds should make an independent evaluation of all the information
presented herein. The following factors, along with all other information in the Official Statement, should be
considered by potential investors in evaluating the Bonds.

Additional Bonds and Other Obligations of City. The City has the capacity to enter into other obligations which are
payable from the Net Revenues of the System and which are on a parity with the Bonds. To the extent that additional
parity obligations are issued by the City, the funds available to make the debt service payments on the Bonds may be
decreased.

Economic Downturns: Adverse Effects on System Revenues. A number of factors, many of which may be beyond
the control of the City, could have an adverse impact on the level of Net Revenues of the System, including adverse
changes in the national economy, the Arizona economy, energy costs, and interest rate levels.

Impact of Electric Deregulation. The impact of deregulation of the electric utility industry on the City is unclear.
Such deregulation could have a material adverse effect on the Net Revenues of the System. See” ELECTRICAL
UTILITY INDUSTRY DEREGULATION" herein.

Costs of System Operation and Availability of Materials. The production of Net Revenues from the System could
be affected by the costs of operating and maintaining they System, including the availability and price of commodities
could be materially adversely affected by factors beyond the control of the City, such as strikes, energy shortages,
material shortages, inflation, adverse weather conditions, supplier insolvencies, changes in state or federal law and other
contingencies.

Other Considerations. The Audited Financial Statements of the City included in Appendix D hereto are for the fiscal
year ended June 30, 2003 and are not current. Such financial statements are the most recent audited financial statements
for the City.

SOURCES AND USES OF FUNDS
The Proceeds of the Bonds will be applied substantially as follows:

Sources of Funds:

The Bonds $ 64,625,000.00
Accrued Interest 210.354.17
Total Sources of Funds $ 64.835354.17
Uses of Funds:
Deposit to Construction Fund
and Costs of Issuance* $64,625,000.00
Deposit to Bond Fund 210.354.17
Total Uses of Funds $ 64.835354.17

* Certain costs incurred by the City in connection with the issuance of the Bonds will be paid from the Construction
Fund.



DEBT SERVICE REQUIREMENTS AND DEBT SERVICE COVERAGE*

The following schedule sets forth (i) the annual debt service requirements of the City's outstanding Parity Bonds (ii)
the annual debt service requirements of the Bonds, (iii) the total annual utility systems revenue bond debt service
requirements following issuance of the Bonds and (iv) the debt service coverage ratio provided for such total annual
debt service requirements based upon the City’s fiscal year 2002/03 Net Revenues ($101,999,970).

City of Mesa, Arizona
Schedule of Combined Annual
Utility Systems Revenue Bond Debt Service
Requirements and Debt Service Coverage*

Utility Systems Revenue Total
Bonds Outstanding (a ) The Bonds Annual Debt Dcbt Service
Fiscal Service Coverage
Year Principal Interest Principal Interest (b ) Requirements Ratio (¢)
2003/04 N 14,010,000 S 19.928,918 S 33,938,918 3.01x
2004/05 310,000 20,129,601 S 3.566.875 24,006,476
2005/06 340,000 20,117,276 3,292,500 23,749,776
2006/07 340,000 20,103,711 3,292,500 23,736,211
2007/08 18,705,000 20,089,814 3,292,500 42,087,314
2008/09 6,490,000 19,156,258 3,292,500 28,93¢,758
2009/10 10,375,000 18,764,058 3,292,500 32,431,558
2010/11 19,475,000 18,150.558 3,292,500 40,918,058
2011/12 31,690,000 16,997.070 3.292,500 51,976,570
2012/13 33,815,000 15,153,783 3,292,500 52,261,283
2013/14 35,430,000 13,472,195 3,292,500 52,194,695
2014/15 37,425,000 11,642,383 3,292,500 52,359,883
2015/16 39,185,000 9,727,200 3,292,500 52,204,700
2016/17 41,295,000 7,795,680 3,292,500 52,383,180 1.95x
2017/18 21,515,000 5,771,250 3,292,500 30,578,750
2018/19 22,010,000 4,718,000 N 1,125,000 3,292,500 31,145,500
2019/20 24,500,000 3,617,500 1,250,000 3,225,000 32,592,500
2020/21 25,500,000 2,439,375 1,500,000 3,150,000 32,589.375
2021722 25,500,000 1,211,250 2,250,000 3,060,000 32,021.250
2022723 8,500,000 2,925,000 11,425,000
2023724 9,000,000 2,500,000 11,500.000
2024/25 9,500,000 2,050,000 11,550 000
202526 10,000,000 1,575,000 11,575.000
202627 10,500,000 1,075,000 11,575 000
2027/28 11,000,000 550,000 11,550.000
S 40791 0,0()O: $ 64.62@

* Prepared by Peacock, Hislop, Staley & Given, Inc. (the “Financial Advisor™).

(a) Represents all of the Ciry's outstanding utility systems revenue bonds.

(b) Interest is actual

(c) Debt Service Coverage is computed using the Net Revenues of $101,999,970 for fiscal year 2002/03 See
"Combined Schedules of Net Revenues and Debt Service Coverage", herein. The fiscal year 2002/03 Net
Revenues provide coverage for the total annual debt service requirements in fiscal year 2003/04 of approximately
3.01x and approximately 1.95x the total annual debt service requirements for fiscal year 2016/17, the Maximum
Annual Debt Service payable on all Parity Bonds to be outstanding immediately after issuance of the Bonds.



RATINGS

Moody's Investors Service (“Moody’s”) and Standard & Poor’s Ratings Services, a Division of the McGraw-Hill
Companies, Inc. (“S&P”) have assigned ratings of “Aaa” and “AAA”, respectively, for the Bonds with the
understanding that, upon delivery of the Bonds, the Policy will be issued by MBIA. Moody’s and S&P have also
assigned underlying ratings of “A1” and A+”, respectively, for the Bonds. Such ratings reflect only the views of
Moody's and S&P. An explanation of the significance of such ratings may be obtained from Moody's at 99 Church
Street, New York, New York 10007 and from S&P at 55 Water Street, New York, New York 10041, Such ratings may
subsequently be revised downward or withdrawn entirely by Moody's or S&P, if, in their respective judgment,
circumstances so warrant. Any subsequent downward revision or withdrawal of such ratings may have an adverse effect
on the market price of the Bonds. The City will covenant in its continuing disclosure certificate (see "Continuing
Secondary Market Disclosure" below) that it will file notices with the Nationally Recognized Municipal Securities
Information Repositories, the Municipal Securities Rulemaking Board and any State repository hereafter designated, of
any formal change in the ratings relating to the Bonds.

LEGAL MATTERS

Legal matters relating to the validity of the Bonds under Arizona law and with regard to the tax-exempt status of the
interest thereon will be prepared by Gust Rosenfeld P. L. C., Bond Counsel. The signed legal opinion of Gust
Rosenfeld P. L. C., dated and premised on the law in effect only as of the date of original delivery of the Bonds, will be
delivered to the City at the time of issuance.

The proposed text of the legal opinion to be provided to the City is set forth as Appendix G. The legal opinion to be
delivered may vary from the text of Appendix G if necessary to reflect the facts and law on the date of delivery. The
opinion will speak only as of its date, and subsequent distribution, by recirculation of this Official Staiement or
otherwise, should not be construed as a representation that Bond Counsel has reviewed or expressed any opinion
concerning any matters relating to the Bonds subsequent to the original delivery of the Bonds.

Such legal opinion expresses the professional judgment of Bond Counsel as to the legal issues explicitly addressed
therein. By rendering a legal 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 performance of parties to the transaction. The
rendering of an opinion also does not guarantee the outcome of any legal dispute that may arise out of the transaction.

TAX EXEMPTION

In the opinion of Gust Rosenfeld P.L.C., Phoenix, Arizona, Bond Counsel, under existing laws, regulations, rulings
and judicial decisions, and assuming continuing compliance with certain covenants, restrictions, conditions and
requirements by the City as described below, interest income on the Bonds is excluded from gross income for federal
income tax purposes and is exempt from State of Arizona income taxes. A form of such opinion is included herein in
Appendix F: "Form of Approving Legal Opinion".

The Internal Revenue Code of 1986, as amended (the “Code”), imposes various restrictions, conditions and
requirements relating to the continued exclusion of interest income on the Bonds from gross income for federal income
tax purposes, including a requirement that the City rebate to the federal government certain of its investment earnings
with respect to the Bonds. The City has covenanted to comply with the provisions of the Code relating to such matters.
Failure to comply with such restrictions, conditions, and requirements could result in the interest income on the Bonds
being included in gross income for federal income tax purposes, under certain circumstances, from the date of issuance.
The opinion of Bond Counsel assumes continuing compliance with such covenants.

The Code also imposes an "alternative minimum tax" ("AMT") upon certain corporations and individuals. The AMT
is equal to the excess (if any) of a taxpayer's "tentative minimum tax" for a taxable year over its regular income tax
liability for the taxable year. The tentative minimum tax is based upon a taxpayer's "alternative minimum taxable
income" ("AMTI"). A taxpayer's AMTI is its taxable income with certain adjustments. Interest income on the Bonds is
not an item of tax preference to be included in the AMTI of individuals or corporations.

Notwithstanding the preceding sentence, included in the adjustments of AMTI for corporations is an adjustment
increasing any such corporation's AMTI by 75% of the excess (if any) of such corporation's "adjusted current earnings"
over the corporation's AMTI for the taxable year (determined without regard to such adjustment for excess current
earnings and the alternative minimum tax net operating loss deduction). A corporation's "adjusted current earnings”
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