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Description/Analysis

Issue: In accordance with the City’s Debt Management Policy, the City Treasurer’s Office
monitors the City’s outstanding debt to determine whether refunding one or more series of bonds
might yield potential economic savings over the bonds’ remaining life.

As part of this monitoring, staff has identified four series of bonds that provide the opportunity to
achieve economic savings under current interest-rate conditions. Those bonds were issued for
the North Natomas Community Facilities District No.4 (“CFD 4”), which covers Drainage Basin
Nos. 1, 2, and 4. The series under consideration for refunding are Series A, issued in 1999;
Series B, issued in 2001; Series C, issued in 2003; and Series D, issued in 2006.

CFD 4 consists of mostly developed residential areas but also includes parks, schools, and
some commercial properties, along with a limited number of undeveloped parcels.

Policy Considerations: Approval of the recommendation authorizes the City Treasurer to take
the actions necessary to refund the outstanding CFD 4 bonds for Series A, B, C, and D.

Based on market conditions at the time of the pricing of the refunding bonds, currently scheduled
for the week of July 22, 2013, the City Treasurer may elect to exclude certain series from the
refunding if sufficient savings are not realized.

Economic Impacts: Not applicable.

Environmental Considerations: Approval of the recommendation is not a “project” subject to
CEQA because it (a) has no potential to cause a significant effect on the environment, and (b)
concerns government fiscal activities that do not involve any commitment to any specific project
that may result in a potentially significant physical impact on the environment. (Cal. Code Regs.,
tit. 14, §§ 15061(b)(3) and 15378(b)(4).).

Sustainability: Not applicable.
Commission/Committee Action: None.

Rationale for Recommendation: Analysis indicates that at current rates the combined
refunding of the outstanding balances of the CFD 4 Series A, B, C, and D bonds will generate
net-present-value savings.

Financial Considerations: Using data from June 11, 2013, the potential net present value of
the savings for all four issues combined is approximately $7.6 million over the remaining life of
the four series of bonds, which equates to savings of 10% of the refunded bonds, although the
savings for each issue being refunded vary and the actual savings won’t be known until after the
pricing of the refunding bonds.

Based on that June 11, 2013 data, current projected savings for Series D are expected to be
limited; however, when evaluating whether to include the Series D bonds in the refunding, the
City Treasurer will weigh multiple factors to determine the course of action most beneficial to the

district’s property owners.
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Emerging Small Business Development (ESBD): Not applicable.
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RESOLUTION NO. 2013-

Adopted by the Sacramento City Council

June 25, 2013

AUTHORIZING (1) THE ISSUANCE OF NORTH NATOMAS COMMUNITY
FACILITIES DISTRICT NO. 4, CITY OF SACRAMENTO, COUNTY OF
SACRAMENTO, STATE OF CALIFORNIA SPECIAL TAX REFUNDING

BONDS, SERIES E (2013); (2) THE EXECUTION AND DELIVERY OF A
SUPPLEMENTAL INDENTURE, A BOND PURCHASE CONTRACT, AN
OFFICIAL STATEMENT, A CONTINUING DISCLOSURE CERTIFICATE,

AN ESCROW AGREEMENT, AND AN AGREEMENT FOR BOND COUNSEL

SERVICES IN CONNECTION WITH THE BONDS; AND (3) CERTAIN
OTHER ACTIONS IN CONNECTION WITH THE BONDS

BACKGROUND:

A. At an election held in the North Natomas Community Facilities District
No. 4, City of Sacramento, County of Sacramento, State of California
(the “CFD”) on November 5, 1998, the qualified electors in the CFD
duly authorized the issuance of $85,000,000 principal amount of
special tax bonds under the Mello Roos Community Facilities Act of
1982 (Government Code sections 53311 through 53368) as amended
(the “Act”) for the purpose of financing the acquisition and
construction of certain public facilities.

B. At the election, the qualified electors in the CFD also authorized the
levy and collection of a special tax under the Act to be used to pay the
interest on, principal of, and redemption premiums (if any) on, such
bonds.

C. On February 24, 1999, the City of Sacramento (the “City”) issued the
North Natomas Community Facilities District No. 4, City of
Sacramento, County of Sacramento, State of California Special Tax
Bonds, Series A (1999) in the principal amount of $16,215,000 (the
“Series A Bonds”).

D. On April 19, 2001, the City issued the North Natomas Community
Facilities District No. 4, City of Sacramento, County of Sacramento,
State of California Special Tax Bonds, Series B (2001) in the principal
amount of $12,750,000 (the “Series B Bonds”).
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E. On October 28, 2003, the City issued the North Natomas Community
Facilities District No. 4, City of Sacramento, County of Sacramento,
State of California Special Tax Bonds, Series C (2003) in the principal
amount of $29,765,000 (the “Series C Bonds”).

F. On December 7, 2006, the City issued the North Natomas Community
Facilities District No. 4, City of Sacramento, County of Sacramento,
State of California Special Tax Bonds, Series D (2006) in the principal
amount of $26,210,000 (the “Series D Bonds” and, collectively with
the Series A Bonds, Series B Bonds, and Series C Bonds, the “Prior
Bonds”).

G. The Act authorizes the City to issue bonds for the purpose of refunding
the Prior Bonds.

H. The Sacramento City Council (the “City Council”) has determined to
authorize the issuance of the North Natomas Community Facilities
District No. 4, City of Sacramento, County of Sacramento, State of
California Special Tax Refunding Bonds, Series E (2013) (the “Bonds”)
under the Act for the purpose of refunding all or a portion of the
outstanding Prior Bonds and has determined that the issuance of the
Bonds is prudent in the management of the City’s fiscal affairs.

l. The City desires to sell the Bonds to Stifel, Nicolaus & Company,
Incorporated (the “Underwriter”), and the City Council has
determined that a private (i.e., negotiated) sale of the Bonds to the
Underwriter under the Act will result in a lower overall cost to the City.

J. In furtherance of the City’s issuance of the Bonds, forms of the
following documents have been filed with the Sacramento City Clerk
(the “Clerk”) for the City Council’s consideration and approval:

e A Fifth Supplemental Indenture (the “Supplemental Indenture”)
supplementing and amending the Master Indenture dated as of
February 1, 1999 (the “Master Indenture” and, together with the
Supplemental Indenture, the “Indenture”), between the City and
The Bank of New York Mellon Trust Company, N.A., as trustee (the
“Trustee”), under the terms of which the Bonds are to be issued
and secured.

e A Bond Purchase Contract, under the terms of which, among other
things, the City agrees to sell the Bonds to the Underwriter and the
Underwriter agrees to purchase the Bonds (the “Bond Purchase
Contract”).
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e A preliminary form of an Official Statement describing the Bonds
(the “Preliminary Official Statement”).

¢ A Continuing Disclosure Certificate obligating the City to provide
certain ongoing disclosure with respect to the Bonds (the
“Continuing Disclosure Certificate”).

e An Escrow Agreement, between the City and The Bank of New York
Mellon Trust Company, N.A., as escrow agent (the “Escrow
Agent”), providing for the defeasance and redemption of the Prior
Bonds to be refunded (the “Escrow Agreement”).

e An Agreement for Bond Counsel Services under which the firm of
Orrick, Herrington & Sutcliffe LLP will provide legal services to the
City as bond counsel with respect to the Bonds (the “Agreement
for Bond Counsel Services”).

K. All acts, conditions, and things required by California law to exist, to
have happened, and to have been performed before and in connection
with the consummation of the financing authorized by this resolution
do exist, have happened, and have been performed in regular and due
time, form, and manner as required by law, and the City is now duly
authorized and empowered, under each requirement of law, to
authorize the execution and delivery of certain documents in order to
further implement the financing in the manner and upon the terms
provided in this resolution.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY
COUNCIL RESOLVES AS FOLLOWS:

Section 1. The statements in paragraphs A through K of the Background
are true.

Section 2. The City Council hereby authorizes and approves the issuance of
the Bonds in accordance with the Indenture in an aggregate principal
amount not to exceed $80,000,000. The final maturity date of the Bonds
may not be later than the final maturity date of the Prior Bonds. The total
interest cost to maturity on the Bonds plus the principal amount of the
Bonds may not exceed the total interest cost to maturity on the Prior Bonds
to be refunded plus the principal amount of the Prior Bonds to be refunded.

Section 3. The City Council hereby determines that the value of the real
property within the CFD that will be subject to the levy of a special tax under
the Act to pay debt service on the Bonds (based upon the full cash value as
shown on the ad valorem assessment roll) is at least three times the sum of
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the following: the principal amount of the Bonds, plus the principal amount
of all other bonds outstanding that are secured by a special tax levied under
the Act on property within the CFD, plus the principal amount of all other
bonds outstanding that are secured by special assessments levied on
property within the CFD. Accordingly the limitations of section 53345.8(a) of
the Act have been duly satisfied.

Section 4. The City Council hereby approves the Supplemental Indenture
and its terms and conditions. The date, maturity date or dates, fixed interest
rates, interest-payment dates, forms, registration privileges, place or places
of payment, terms of redemption and number of Bonds, and other terms of
the Bonds are to be as provided in the Supplemental Indenture as finally
executed and delivered.

(a) The Sacramento City Treasurer or his designee (the “Treasurer”) is
hereby authorized and directed to execute and deliver to the Trustee,
on the City’s behalf, the Supplemental Indenture in substantially the
form on file with the Clerk, with any changes the Treasurer may
require or approve with the concurrence of the City Attorney, and with
approval to be conclusively evidenced by the execution and delivery of
the Supplemental Indenture.

(b) The City Council hereby authorizes and directs the Treasurer to
execute and deliver to the Trustee, on the City’s behalf, written
instructions providing for the delivery of the Bonds to the Underwriter
in accordance with the Bond Purchase Contract upon payment by the
Underwriter of the purchase price of the Bonds (the “Instructions”).

(c) The Bonds are to be executed by the manual or facsimile signature of
the Mayor of the City and countersigned by the manual or facsimile
signature of the Clerk, and each of the Bonds must be in the form set
forth in, and otherwise be in accordance with, the Indenture. When the
Bonds are so executed, the Treasurer shall deliver them to the Trustee
under the Indenture for authentication by the Trustee. The Trustee is
then to deliver the Bonds to the Underwriter in accordance with the
Instructions.

Section 5. The City Council hereby approves the Bond Purchase Contract
and authorizes the Treasurer to execute and deliver it to the Underwriter on
the City’s behalf in substantially the form on file with the Clerk, with any
changes the Treasurer may require or approve with the concurrence of the
City Attorney, and with approval to be conclusively evidenced by the
execution and delivery of the Bond Purchase Contract, all subject to the
following: the true interest cost for the Bonds may not exceed 5.00% and
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the Underwriter’'s compensation may not exceed 1.00% of the principal
amount of the Bonds.

Section 6. The City Council hereby approves the Preliminary Official
Statement and authorizes the Underwriter to distribute it.

(a) The City Council hereby authorizes and directs the Treasurer to
execute and deliver to the Underwriter on the City’s behalf a certificate
deeming the Preliminary Official Statement, in substantially the form
on file with the Clerk and with any changes the Treasurer approves in
the interest of the City with the concurrence of the City Attorney, to be
final within the meaning of Securities Exchange Commission Rule
15c2-12.

(c) The City Council hereby authorizes and directs the Treasurer to
execute and deliver to the Underwriter, on the City’s behalf, a final
form of the Official Statement describing the Bonds (the “Final
Official Statement”) in substantially the form of the Preliminary
Official Statement, with any changes the Treasurer may require or
approve with the concurrence of the City Attorney, and with such
approval to be conclusively evidenced by the execution and delivery of
the Final Official Statement.

(b) The City Council hereby authorizes the Underwriter to distribute the
Final Official Statement.

Section 7. The City Council hereby approves the Continuing Disclosure
Certificate and authorizes and directs the Treasurer to execute and deliver it
to the Underwriter on the City’s behalf in substantially the form on file with
the Clerk, with any changes the Treasurer may require or approve with the
concurrence of the City Attorney, and with approval to be conclusively
evidenced by the execution and delivery of the Continuing Disclosure
Certificate.

Section 8. The City Council hereby approves the Escrow Agreement and
authorizes and directs the Treasurer to execute and deliver it to the Escrow
Agent on the City’s behalf in substantially the form on file with the Clerk,
with any changes the Treasurer may require or approve with the
concurrence of the City Attorney, and with approval to be conclusively
evidenced by the execution and delivery of the Escrow Agreement.

Section 9. The City Council hereby approves the Agreement for Bond
Counsel Services and authorizes and directs the Sacramento City Attorney or
his designee (the “City Attorney”) to execute and deliver it to Orrick,
Herrington & Sutcliffe LLP on the City’s behalf in substantially the form on
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file with the Clerk, with any changes the City Attorney may require or
approve, and with approval to be conclusively evidenced by the execution
and delivery of the Agreement for Bond Counsel Services.

Section 10. The officers of the City, each acting alone, are hereby
authorized and directed to do any and all things and to execute and deliver
any and all documents and agreements they consider necessary or advisable
to carry out, give effect to, and comply with, the terms and intent of this
resolution, the Indenture, the Bond Purchase Contract, the Preliminary
Official Statement, the Final Official Statement, the Continuing Disclosure
Certificate, the Escrow Agreement, and the Bonds. This authorization
includes the execution and delivery of any documents required to obtain
bond insurance, a reserve fund insurance policy, or a reserve fund surety for
and of any documents necessary to refund the Prior Bonds; it also includes
the purchase of bond insurance, a reserve fund insurance policy, or a
reserve fund surety. All actions previously taken by those officers are hereby
ratified, confirmed, and approved.

Section 11. This resolution takes effect when adopted.

OHSUSA:753644444.4 6
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DRAFT
06/18/13

FIFTH SUPPLEMENTAL INDENTURE

by and between the

CITY OF SACRAMENTO

and

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A,,

as Trustee

Relating to the

$[PRINCIPAL AMOUNT]

NORTH NATOMAS COMMUNITY FACILITIES DISTRICT NO. 4
CITY OF SACRAMENTO, COUNTY OF SACRAMENTO, STATE OF CALIFORNIA
SPECIAL TAX REFUNDING BONDS, SERIES E (2013)

Dated as of July 1, 2013
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FIFTH SUPPLEMENTAL INDENTURE

This Fifth Supplemental Indenture (the “Fifth Supplemental Indenture”), dated as
of July 1, 2013, by and between the City of Sacramento, a municipal corporation duly organized
and existing under and by virtue of the Constitution and laws of the State of California (the
“City”), and The Bank of New York Mellon Trust Company, N.A. (successor to BNY Western
Trust Company), a national banking association duly organized and existing under and by virtue
of the laws of the United States and authorized to accept and execute trusts of the character
herein set forth, as trustee (the “Trustee™);

WITNESSETH:

WHEREAS, the City and the Trustee duly executed a Master Indenture (the
“Master Indenture”), dated as of February 1, 1999, which Master Indenture authorized the
issuance of $85,000,000 aggregate principal amount of North Natomas Community Facilities
District No. 4, City of Sacramento, County of Sacramento, State of California, Special Tax
Bonds (the “Original Bonds”) and provided for the issuance of the Original Bonds in series; and

WHEREAS, the City and the Trustee duly executed a First Supplemental
Indenture (the “First Supplemental Indenture”), dated as of February 1, 1999, which First
Supplemental Indenture prescribed the terms, conditions and form of $16,215,000 aggregate
principal amount of Series A (1999) of the Original Bonds (the “Series A (1999) Bonds”); and

WHEREAS, the City and the Trustee duly executed a Second Supplemental
Indenture (the “Second Supplemental Indenture”), dated as of April 1, 2001, which Second
Supplemental Indenture prescribed the terms, conditions and form of $12,750,000 aggregate
principal amount of Series B (2001) of the Original Bonds (the “Series B (2001) Bonds”); and

WHEREAS, the City and the Trustee duly executed a Third Supplemental
Indenture (the “Third Supplemental Indenture”), dated as of October 1, 2003, which Third
Supplemental Indenture prescribed the terms, conditions and form of $29,765,000 aggregate
principal amount of Series C (2003) of the Original Bonds (the “Series C (2003) Bonds”); and

WHEREAS, the City and the Trustee duly executed a Fourth Supplemental
Indenture (the “Fourth Supplemental Indenture™), dated as of November 1, 2006, which Fourth
Supplemental Indenture prescribed the terms, conditions and form of $26,210,000 aggregate
principal amount of Series D (2006) of the Original Bonds (the “Series D (2006) Bonds”); and

WHEREAS, the City has determined to prescribe the terms, conditions and form
of $[PRINCIPAL AMOUNT] aggregate principal amount of North Natomas Community
Facilities District No. 4, City of Sacramento, County of Sacramento, State of California Special
Tax Refunding Bonds, Series E (2013) (the “Series E (2013) Bonds™) under the Master Indenture
for the purpose of refunding the outstanding principal amount of the Series A (1999) Bonds,
Series B (2001) Bonds, Series C (2003) Bonds, and [Series D (2006) Bonds] (collectively, the
“Refunded Bonds”); and

OHSUSA:753644904.5
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WHEREAS, Section 8.01(b)(iv) of the Master Indenture authorizes the City and
the Trustee to supplement and amend the Master Indenture, without the consent of any Holders
(as defined in the Master Indenture), for the purpose of authorizing, under and subject to the Law
(as defined in the Master Indenture), any refunding bonds for any of the Bonds (as defined in the
Master Indenture) and to provide the conditions and terms under which such refunding bonds
may be issued; and

WHEREAS, in accordance with Section 8.01(b)(iv) of the Master Indenture, the
City and the Trustee have determined to supplement and amend the Master Indenture in the
manner set forth in this Fifth Supplemental Indenture, including Section 3.03 of this Fifth
Supplemental Indenture; and

WHEREAS, the City has determined that all things necessary to cause the Series
E (2013) Bonds, when duly executed by the City and authenticated by the Trustee and delivered
as provided herein, to be legal and valid special tax obligations of the City enforceable in
accordance with their terms, and to constitute this Fifth Supplemental Indenture a valid
agreement for the uses and purposes herein set forth in accordance with its terms, have been
done and taken, and the execution and delivery hereof and the execution and delivery of the
Series E (2013) Bonds, subject to the terms hereof, have in all respects been duly authorized;

NOW, THEREFORE, THIS FIFTH SUPPLEMENTAL INDENTURE
WITNESSETH, that in order to secure the payment of the interest on and the principal of and the
redemption premiums, if any, on all Series E (2013) Bonds at any time issued and outstanding
hereunder according to their tenor, and to secure the observance and performance of all the
agreements, conditions, covenants and terms therein and herein set forth, and to declare the
conditions and terms upon and subject to which the Series E (2013) Bonds shall be issued and
received, and in consideration of the premises and of the mutual agreements and covenants
contained herein and of the purchase and acceptance of the Series E (2013) Bonds by the
respective registered owners thereof from time to time, and for other valuable considerations, the
receipt whereof is hereby acknowledged, the City does hereby agree and covenant with the
Trustee, for the benefit of the respective registered owners from time to time of the Series E
(2013) Bonds, as follows:

ARTICLE |

DEFINITIONS
SECTION 1.01. Definitions.

(@) All terms which are defined in Section 1.01 of the Master Indenture shall
(except as otherwise provided herein) have the same definitions in this Fifth Supplemental
Indenture that are given to such terms in Section 1.01 of the Master Indenture.

(b) Unless the context otherwise requires, the terms defined in this subsection
shall for all purposes hereof and of the Master Indenture and of the Series E (2013) Bonds and of
any certificate, opinion, report, request or other document mentioned herein or therein have the
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meanings defined herein, the following definitions to be equally applicable to both the singular
and plural forms of any of the terms defined herein:

City Treasurer

“City Treasurer” means the Treasurer of the City.

Escrow Agent

“Escrow Agent” means The Bank of New York Mellon Trust Company, N.A., as
escrow agent under the Escrow Agreement.

Escrow Agreement

“Escrow Agreement” means that certain Escrow Agreement, dated as of July 1,
2013, between the City and the Escrow Agent relating to the Refunded Bonds.

Fifth Supplemental Indenture

“Fifth Supplemental Indenture” means this Fifth Supplemental Indenture dated as
of July 1, 2013, by and between the City and the Trustee entered into under and pursuant to the
Law and the Master Indenture.

Master Indenture

“Master Indenture” means the Master Indenture dated as of February 1, 1999, by
and between the City and the Trustee entered into under and pursuant to the Law.

Refunded Bonds

“Refunded Bonds” has the meaning given to such term in the recitals to this Fifth
Supplemental Indenture.

Series E (2013) Bonds

“Series E (2013) Bonds” means the Bonds referred to by that name authorized to
be issued by Article Il hereof.

Series E (2013) Bonds Costs of Issuance Account

“Series E (2013) Bonds Costs of Issuance Account” means the account in the
Costs of Issuance Fund by that name established pursuant to Section [2.06(d)] hereof for the
Series E (2013) Bonds.

Trustee

“Trustee” means The Bank of New York Mellon Trust Company, N.A. (successor
to BNY Western Trust Company), a national banking association duly organized and existing
under and by virtue of the laws of the United States and authorized to accept and execute trusts
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of the character set forth in the Master Indenture, at its Principal Corporate Trust Office, and its
successors or assigns, or any other bank or trust company having a corporate trust office in Los
Angeles or San Francisco, California which may at any time be substituted in its place as
provided in the Master Indenture.

ARTICLE Il

ISSUANCE OF SERIES E (2013) BONDS

SECTION 2.01. Authorization of Series E (2013) Bonds. The City Council has
reviewed all proceedings heretofore taken relative to the authorization of the Series E (2013)
Bonds and has found, as a result of such review, and hereby finds and determines that all acts,
conditions and things required by law to exist, happen and be performed precedent to and in the
issuance of the Series E (2013) Bonds do exist, have happened and have been performed in due
time, form and manner as required by the Law, and the City is now authorized, pursuant to each
and every requirement of the Law and the Master Indenture and hereof, to issue the Series E
(2013) Bonds in the form and manner provided herein to provide funds to refund the Refunded
Bonds and pay the Costs of Issuance of the Series E (2013) Bonds, which Series E (2013) Bonds
shall be entitled to the benefit, protection and security of the Law and the Master Indenture and
hereof.

SECTION 2.02. Terms of Series E (2013) Bonds. The Series E (2013) Bonds shall
be issued in the aggregate principal amount of $[PRINCIPAL AMOUNT], shall be designated
the “North Natomas Community Facilities District No. 4, City of Sacramento, County of
Sacramento, State of California, Special Tax Refunding Bonds, Series E (2013),” shall be dated
the date of the original delivery thereof, shall be issued in fully registered form in denominations
of five thousand dollars ($5,000) or any integral multiple thereof, shall mature on the dates and
in the principal amounts and bear interest (computed on a 360-day year of twelve 30-day
calendar months) at the rates per annum, payable on [March 1, 2014], and semiannually
thereafter on March 1 and September 1 in each year, as follows:

Maturity Date
(September 1) Principal Amount Interest Rate

$ %
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* Term Bonds

Sinking Fund Account Payments are hereby established for the mandatory
redemption and payment of the Series E (2013) Bonds, which payments shall become due during
the years ending on the dates and in the amounts set forth in the following schedules (except that
if any of the Series E (2013) Bonds shall have been optionally redeemed pursuant to Section 2.03
hereof, the amounts of the Sinking Fund Account Payments for the Series E (2013) Bonds shall
be reduced proportionately by the principal amount of all such Series E (2013) Bonds so
optionally redeemed), namely:

€)) The Series E (2013) Bonds maturing on September 1, 20, are subject to
mandatory redemption from Sinking Fund Account Payments on or after September 1, 20, as
follows:

Year Ending Sinking Fund
September 1 Account Payment
$
(Maturity)

(b) The Series E (2013) Bonds maturing on September 1, 20, are subject to
mandatory redemption from Sinking Fund Account Payments on or after September 1, 20, as
follows:

Year Ending Sinking Fund
September 1 Account Payment
$
(Maturity)

All such Sinking Fund Account Payments shall be deposited in the Sinking Fund
Account. All money in the Sinking Fund Account representing such Sinking Fund Account
Payments shall be used and withdrawn by the Trustee (upon receipt of a Written Request of the
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City) at any time for the purchase of the Term Series E (2013) Bonds at public or private sale as
and when and at such prices (including brokerage and other charges) as the City may in its
discretion determine, but not to exceed the principal amount of such Term Series E (2013)
Bonds. All money in the Sinking Fund Account representing such Sinking Fund Account
Payments on September 1 of each year during the period beginning on September 1, 20, and
ending on September 1, 20__, both dates inclusive, for the Term Series E (2013) Bonds maturing
on September 1, 20, and on September 1 of each year during the period beginning on
September 1, 20__, and ending on September 1, 20__, both dates inclusive, for the Term Series
E (2013) Bonds maturing on September 1, 20__, shall be used and withdrawn by the Trustee on
each such September 1 for the mandatory redemption or payment of the respective Term Series
E (2013) Bonds; and the City hereby agrees and covenants with the Holders of the Term Series E
(2013) Bonds to call and redeem in accordance with Article IV of the Master Indenture, or pay,
the Term Series E (2013) Bonds from the Sinking Fund Account Payments deposited in the
Sinking Fund Account pursuant to this paragraph whenever on September 1 of any year,
beginning on September 1, 20, with respect to the Term Series E (2013) Bonds maturing on
September 1, 20 _, and beginning on September 1, 20, with respect to the Term Series E
(2013) Bonds maturing on September 1, 20__, there is money in the Sinking Fund Account
available for such purpose.

SECTION 2.03. Redemption Prices of Series E (2013) Bonds.

(a) The Term Series E (2013) Bonds are subject to mandatory redemption by the
City prior to their stated maturity date as provided in Section 2.02 hereof solely from Sinking
Fund Account Payments deposited in the Sinking Fund Account, upon mailed notice as provided
in the Master Indenture, at a redemption price of one hundred per cent (100%) of the principal
amount thereof called for redemption, together with accrued interest thereon to the date of
redemption, without premium.

(b) The Series E (2013) Bonds maturing on or after September 1, 20, are
subject to optional redemption by the City prior to their respective stated maturity dates, as a
whole or in part on any date on or after [March 1, 20__], from any source of available funds,
upon mailed notice as provided in the Master Indenture, at a redemption price equal to the
principal amount thereof to be redeemed, together with accrued interest thereon to the date of
redemption, without premium.

(c) The Series E (2013) Bonds are subject to extraordinary redemption by the
City prior to their respective stated maturity dates, as a whole or in part on any [interest payment
date], solely from prepayments of the Special Tax, upon mailed notice as provided in the Master
Indenture, at the following redemption prices (expressed as a percentage of the principal amount
of Series E (2013) Bonds or portions thereof called for redemption), together with accrued
interest thereon to the date of redemption:
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Redemption Date Redemption Price

Any interest payment date from March 1, 2014 through 103%
September 1,20

March 1,20 and September 1, 20 102%
March 1, 20 and September 1,20 101%
March 1, 20 and any interest payment date thereafter 100%

(d) Notwithstanding anything to the contrary contained in the Master Indenture,
with respect to any notice of redemption of Series E (2013) Bonds pursuant to Section 2.03(b) or
Section 2.03(c) of this Fifth Supplemental Indenture, unless, upon the giving of such notice, such
Series E (2013) Bonds shall be deemed to have been paid within the meaning of Article X of the
Master Indenture, such notice shall state that such redemption shall be conditional upon the
receipt by the Trustee on or prior to the date fixed for such redemption of amounts sufficient to
pay the principal of, and premium, if any, and interest on, such Series E (2013) Bonds to be
redeemed, and that if such amounts shall not have been so received the notice shall be of no
force and effect and the City shall not be required to redeem such Series E (2013) Bonds. In the
event that any such notice of redemption contains such a condition and such amounts are not so
received, the redemption shall not be made and the Trustee shall within a reasonable time
thereafter give notice to the Holders of the Series E (2013) Bonds to the effect that such amounts
were not so received and such redemption was not made, such notice to be given by the Trustee
in the manner in which the notice of redemption was given. Such failure to redeem such
Series E (2013) Bonds shall not constitute an Event of Default.

(e) Notwithstanding anything to the contrary contained in the Master Indenture,
any notice of redemption of Series E (2013) Bonds pursuant to Section 2.03(b) or Section 2.03(c)
of this Fifth Supplemental Indenture may be rescinded by written notice given to the Trustee by
the City no later than five Business Days prior to the date specified for redemption. The Trustee
shall give notice of such rescission as soon thereafter as practicable in the same manner, and to
the same parties, as notice of such redemption was given.

SECTION 2.04. Form of Series E (2013) Bonds. The Series E (2013) Bonds and
the authentication and registration endorsements and the assignment and the DTC endorsement
to appear thereon shall be substantially in the forms set forth in Exhibit A hereto, with such
variations, insertions, or omissions as are appropriate and not inconsistent herewith.

SECTION 2.05. Use of Depository for Series E (2013) Bonds.

(a) The Series E (2013) Bonds shall be initially registered in the name of “Cede &
Co.,” as nominee of The Depository Trust Company, New York, New York, and shall be initially
issued as one Series E (2013) Bond for each maturity in the principal amounts set forth in
Section 2.02 hereof, and The Depository Trust Company, New York, New York, is hereby
appointed depository for the Series E (2013) Bonds. After such initial registration, registered
ownership of the Series E (2013) Bonds, or any portion thereof, may not thereafter be transferred
except:
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Q) To any successor of Cede & Co., as nominee of The Depository
Trust Company, or its nominee, or to any substitute depository designated pursuant to clause (ii)
of this subsection (a “Substitute Depository”); provided, that any successor of Cede & Co., as
nominee of The Depository Trust Company, or any Substitute Depository, shall be qualified
under any applicable laws to provide the services proposed to be provided by it;

(i)  To any Substitute Depository not objected to by the Trustee, upon
(1) the resignation of The Depository Trust Company or its successor (or any Substitute
Depository or its successor) from its functions as depository, or (2) a determination by the City
to substitute another depository for The Depository Trust Company (or its successor) because
The Depository Trust Company or its successor (or any Substitute Depository or its successor) is
no longer able to carry out its functions as depository; provided, that any such Substitute
Depository shall be qualified under any applicable laws to provide the services proposed to be
provided by it; or

(ili)  To any person as provided below, upon (1) the resignation of The
Depository Trust Company or its successor (or any Substitute Depository or its successor) from
its functions as depository, or (2) a determination by the City to remove The Depository Trust
Company or its successor (or any Substitute Depository or its successor) from its functions as
depository.

(b) In the case of any transfer pursuant to clause (i) or clause (ii) of subsection (a)
hereof, upon receipt of the Outstanding Series E (2013) Bonds by the Trustee, together with a
Written Request of the City to the Trustee, new Series E (2013) Bonds shall be executed and
delivered in the same aggregate principal amounts and maturities of the Series E (2013) Bonds
then QOutstanding, registered in the name of such successor or such Substitute Depository, or their
nominees, as the case may be, all as specified in such Written Request of the City. In the case of
any transfer pursuant to clause (iii) of subsection (a) hereof, upon receipt of the Outstanding
Series E (2013) Bonds by the Trustee, together with a Written Request of the City to the Trustee,
new Series E (2013) Bonds shall be executed and delivered in such denominations numbered in
the manner determined by the Trustee and registered in the names of such persons as are
requested in such Written Request of the City, subject to the limitations of Section 2.02 hereof,
and thereafter, the Series E (2013) Bonds shall be transferred pursuant to Section 3.03 of the
Master Indenture; provided, that the Trustee shall not be required to deliver such new Series E
(2013) Bonds on a date prior to sixty (60) days after receipt of such Written Request of the City.

(c) The City and the Trustee shall be entitled to treat the person in whose name
any Series E (2013) Bond is registered as the owner thereof for all purposes hereof and any
applicable laws, notwithstanding any notice to the contrary received by the City or the Trustee;
and the City and the Trustee shall have no responsibility for transmitting payments to,
communication with, notifying, or otherwise dealing with any beneficial owners of the Series E
(2013) Bonds, and neither the City nor the Trustee shall have any responsibility or obligation,
legal or otherwise, to the beneficial owners or to any other party, including The Depository Trust
Company or its successor (or any Substitute Depository or its successor), except to The
Depository Trust Company or its successor (or any Substitute Depository or its successor) as a
Holder of any Series E (2013) Bonds.
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(d) So long as the Outstanding Series E (2013) Bonds are registered in the name
of Cede & Co. or its registered assigns, the City and the Trustee shall cooperate with Cede &
Co., as sole Holder, or its registered assigns, in effecting payment of the interest on and the
principal of and the redemption premiums, if any, on the Series E (2013) Bonds by arranging for
the payment in such manner that funds for such payments are properly identified and are made
immediately available on the date they are due.

SECTION 2.06. Application of Proceeds of Sale of Series E (2013) Bonds. Upon
the receipt of payment of the purchase price of the Series E (2013) Bonds when the same shall
have been duly sold by the City, the Trustee shall (upon receipt of a Written Request of the City)
set aside and deposit or transfer such purchase price of the Series E (2013) Bonds in the
following accounts and funds (or in a temporary account or fund in its books used to facilitate
such transfers) in the following order:

(@) The Trustee shall deposit $[ ] in the Bond Reserve Fund, which
[is the amount sufficient to increase the deposit therein] [is equal] to the Required Bond Reserve;

(b) The Trustee shall transfer the amount of $ to the Escrow Agent for
deposit in accordance with the Escrow Agreement.

(c) The Trustee shall transfer to the City Treasurer for deposit in the “Series E
(2013) Bonds Costs of Issuance Account” in the Costs of Issuance Fund (which account is
hereby established) the amount of $ , and the proceeds deposited therein shall be applied
by the City Treasurer in the manner provided by law for payment of the Costs of Issuance of the
Series E (2013) Bonds.

ARTICLE 11
MISCELLANEQOUS

SECTION 3.01. Authority for Fifth Supplemental Indenture. This Fifth
Supplemental Indenture is executed under and pursuant to the provisions of the Law and is
supplemental to and amends the Master Indenture and is executed in accordance with Articles 11
and V111 of the Master Indenture.

SECTION 3.02. Terms of Series E (2013) Bonds Subject to the Master Indenture.
Except as expressly provided in this Fifth Supplemental Indenture, every agreement, condition,
covenant and term contained in the Master Indenture shall apply to this Fifth Supplemental
Indenture and to the Series E (2013) Bonds with the same force and effect as if the same were
herein set forth at length, with such omissions, variations and modifications thereof as may be
appropriate to make the same conform to this Fifth Supplemental Indenture.

SECTION 3.03. Amendments to the Master Indenture. The Master Indenture is
hereby amended as follows (additions shown in bold italicized text and deletions shown in

strikethrough text for convenience):

(a) The definition of “Bonds, Serial Bonds, Term Bonds” set forth in Section 1.01
of the Master Indenture is hereby amended to read in full as follows:
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(b) [Note: This must be re-characterized as a springing amendment if less
than all of the outstanding bonds are refunded] The definition of “Required Bond Reserve”
set forth in Section 1.01 of the Master Indenture is hereby amended to read in full as follows:

(c) Section 2.01(a) of the Master Indenture is hereby amended to read in full as

follows:

OHSUSA:753644904.5

“Bonds, Serial Bonds, Term Bonds

“Bonds” means the eighty-five—mithon—dolars
{$85,000,000) aggregate principal amount of special tax bonds of the
City at any time Outstanding hereunder that are executed,
authenticated and delivered in accordance with the provisions hereof.
“Serial Bonds” means Bonds for which no Sinking Fund Account
Payments are established. “Term Bonds” means Bonds which are
redeemable or payable on or before their specified maturity date or
dates from Sinking Fund Account Payments established for the
purpose of redeeming or paying such Bonds on or before their
specified maturity date or dates.”

“Required Bond Reserve

“Required Bond Reserve” means, as of any date of
calculation, the least of (a) ten per cent (10%) of the original principal
amount of the Bonds, or (b) the maximum Debt Service payable
hereunder in the current or any future Bond Year, or (c) one hundred
twenty-five per cent (125%) of the average Debt Service payable
hereunder in the current and in all future Bond Years, all as
determined by the City under the Code and specified in writing to the
Trustee; provided, that such requirement (or any portion thereof) may
be satisfied by the provision of one or more policies of municipal
bond insurance or surety bonds issued by a municipal bond insurer or
by a letter of credit issued by a bank, the obligations insured by which
insurer or issued by which bank, as the case may be, have ratings at
the time of issuance of such policy or surety bond or letter of credit
equal to “AAA” “AA” or higher assigned by Fitch or “Aaa” “Aa” or
higher assigned by Moody’s or “AAAZ “AA” or higher assigned by
Standard & Poor’s.”

“@) The City Council has reviewed all proceedings heretofore
taken relative to the authorization of the Bonds and has found, as a
result of such review, and hereby finds and determines that all acts,
conditions and things required by law to exist, happen and be
performed precedent to and in the issuance of the Bonds do exist, have
happened and have been performed in due time, form and manner as
required by the Law, and the City is now authorized, pursuant to each
and every requirement of the Law and hereof, to issue the Bonds #-the
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(d) Section 2.01(b) of the Master Indenture is hereby amended to read in full as

follows:

(e) Section 2.02(a)(1) of the Master Indenture is hereby amended to read in full as

follows:

(F) [Note: This must be re-characterized as a springing amendment if less
than all of the outstanding bonds are refunded] Section 6.09 of the Master Indenture is

{$85,000,000) in one or more Series as from time to time shall be

authorized and established by the City pursuant to the Law and
pursuant hereto and pursuant to one or more Supplemental Indentures,
which Series shall be entitled to the benefit, protection and security
hereof. = The Bonds shall be designated the *“North Natomas
Community Facilities District No. 4, City of Sacramento, County of
Sacramento, State of California, Special Tax Bonds,” together with
such further appropriate particular designation added to or
incorporated in the title of the Bonds of each Series as the City may
determine or as shall be required by the Law, and each Bond shall bear
upon its face the designation so determined for the Series to which it
belongs. Additionally, the Bonds may contain or have endorsed
thereon such other descriptive provisions, specifications and words not
inconsistent with the provisions hereof as may be desirable or
necessary to comply with custom or the rules of any securities
exchange or commission or brokerage board or otherwise as may be
determined by the City prior to the delivery thereof.”

“(b) The purpose for which the Bonds are to be issued is to
provide funds to pay costs of the acquisition and construction of the
Facilities, including the payment of costs incidental to or connected
with such acquisition and construction, and-payment-ef pay the Costs
of Issuance, and/or, subject to the Law, refund any Bonds
Outstanding hereunder.”

“(1) The purpose for which such Series is to be issued,;
provided, that the proceeds of sale of such Series shall be applied
solely for the purpose of providing funds to pay the costs of financing
or refinancing the acquisition and construction of the Facilities,
including the payment of costs incidental to or connected with such
acquisition and construction, and—payment of Costs of Issuance,
and/or, subject to the Law, refunding any Bonds Outstanding
hereunder;”

hereby amended to read in full as follows:
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so long as any Bonds are Outstanding, will annually levy the Special
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Tax against all Taxable Land in the Community Facilities District and
make provision for the collection of the Special Tax in amounts which
will be sufficient, together with the money then on deposit in the Bond
Redemption Fund, after making reasonable allowances for
contingencies and errors in the estimates, to yield proceeds equal to the
amounts required for compliance with the agreements, conditions,
covenants and terms contained herein, and which in any event will be
sufficient to pay the interest on and principal of and Sinking Fund
Account Payments for and redemption premiums, if any, on the Bonds
as they become due and payable and to replenish the Bond Reserve
Fund (or to reinstate any surety bond issued in whole or partial
satisfaction thereof) and to pay all current Expenses as they become
due and payable in accordance with the provisions and terms hereof.
In determining the amount of the annual levy of the Special Tax, as
required by the preceding sentence, the City shall take into account
any amount of money expected to be released from the Bond Reserve
Fund and deposited in the Bond Redemption Fund pursuant to
Section 5.02(2) as a result of the amount of money on deposit in the
Bond Reserve Fund being in excess of the Required Bond Reserve.
The Special Tax shall be collected in the same manner as ordinary ad
valorem property taxes for the County of Sacramento are collected
and, except as otherwise provided in Section 6.10 or by the Law, shall
be subject to the same penalties and the same collection procedure,
sale, and lien priority in case of delinquency as is provided for ad
valorem property taxes.

SECTION 3.04. Covenant Regarding Additional Bonds. Notwithstanding anything
to the contrary contained in the Indenture, for so long as the Series E (2013) Bonds are
Outstanding, the City hereby agrees that it will not issue any additional Bonds (other than the
Series E (2013) Bonds) under the Indenture except for the purpose of refunding any Bonds
(including the Series E (2013) Bonds) then Outstanding under the Master Indenture.

SECTION 3.05. Allocation of Series E (2013) Bonds to Refunding of Refunded
Bonds. For the purpose of determining the Annual Costs (as defined in the Special Tax
Formula) for each Tax Zone, as required by the Special Tax Formula, the City hereby allocates
the Series E (2013) Bonds to the refunding of the various series of Refunded Bonds as set forth
in Exhibit B hereto.

SECTION 3.06. E-mail and Facsimile Instructions. With respect to all matters
relating to the Series E (2013) Bonds and this Fifth Supplemental Indenture, the Trustee agrees
to accept and act upon instructions or directions sent by unsecured e-mail, facsimile transmission
or other similar unsecured electronic methods, provided, however, that, the Trustee shall have
received an incumbency certificate listing persons designated to give such instructions or
directions and containing specimen signatures of such designated persons, which such
incumbency certificate shall be amended and replaced whenever a person is to be added or
deleted from the listing. If the City elects to give the Trustee e-mail or facsimile instructions (or
instructions by a similar electronic method) and the Trustee in its discretion elects to act upon
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such instructions, the Trustee’s understanding of such instructions shall be deemed controlling.
The Trustee shall not be liable for any losses, costs or expenses arising directly or indirectly from
the Trustee’s reliance upon and compliance with such instructions notwithstanding such
instructions conflict or are inconsistent with a subsequent written instruction. The City agrees to
assume all risks arising out of the use of such electronic methods to submit instructions and
directions to the Trustee, including without limitation the risk of the Trustee acting on
unauthorized instructions, and the risk of interception and misuse by third parties.

SECTION 3.07. Effective Date of Fifth Supplemental Indenture. This Fifth
Supplemental Indenture shall take effect from and after its execution and delivery.
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IN WITNESS WHEREOF, the City has caused this Fifth Supplemental Indenture
to be signed in its name by the City Treasurer, and The Bank of New York Mellon Trust
Company, N.A., as Trustee, in token of its acceptance of the trusts created hereunder, has caused
this Fifth Supplemental Indenture to be signed in its corporate name by its officer thereunto duly
authorized, all as of the date and year first above written.

CITY OF SACRAMENTO

By

Russell T. Fehr
City Treasurer

THE BANK OF NEW YORK MELLON
TRUST COMPANY, N.A,,
as Trustee

By

Authorized Officer
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EXHIBIT A
[FORM OF SERIES E (2013) BONDS]

No. $

UNITED STATES OF AMERICA
STATE OF CALIFORNIA
COUNTY OF SACRAMENTO

NORTH NATOMAS COMMUNITY FACILITIES DISTRICT NO. 4
CITY OF SACRAMENTO, COUNTY OF SACRAMENTO, STATE OF CALIFORNIA
SPECIAL TAX REFUNDING BOND, SERIES E (2013)

Interest Maturity Dated
Rate Date as of CUSIP
% September 1,20 July 2013
REGISTERED OWNER: CEDE & CO.
PRINCIPAL AMOUNT: DOLLARS

The City of Sacramento, a municipal corporation duly organized and existing
under and pursuant to the Constitution and laws of the State of California (the “City”), for value
received hereby promises to pay (but only out of the proceeds of the Special Tax hereinafter
referred to and certain other funds hereinafter referred to) to the registered owner set forth above
on the maturity date set forth above (subject to any right of prior redemption hereinafter provided
for) the principal amount set forth above, together with interest thereon from the interest
payment date next preceding the date of authentication of this Bond (unless this Bond is
authenticated on a day during the period from the sixteenth (16th) day of the month next
preceding an interest payment date to such interest payment date, both dates inclusive, in which
event it shall bear interest from such interest payment date, or unless this Bond is registered on a
day on or before the fifteenth (15th) day of the month next preceding the first interest payment
date on the Bonds, in which event it shall bear interest from its date) until the principal hereof
shall have been paid, at the interest rate per annum set forth above (computed on a 360-day year
of twelve 30-day calendar months), payable on [March 1, 2014], and semiannually thereafter on
March 1 and September 1 in each year. The interest on and principal of and redemption
premium, if any, on this Bond are payable in lawful money of the United States of America at
the Principal Corporate Trust Office (as that term is defined in the Indentures hereinafter referred
to, and herein the “Principal Corporate Trust Office”) of The Bank of New York Mellon Trust
Company, N.A. (the “Trustee”), in San Francisco, California. The interest on this Bond due on
or before the maturity or prior redemption hereof shall be payable only to the person whose name
appears in the registration books, required to be kept by the Trustee, as the registered owner
hereof at the close of business on the fifteenth (15th) day of the month next preceding each
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interest payment date, such interest to be paid by check mailed by first class mail to such
registered owner at his address as it appears on such books, except that in the case of a registered
owner of one million dollars ($1,000,000) or more in aggregate principal amount of Bonds,
payment shall be made at such owner’s option by federal wire transfer of immediately available
funds according to written instructions provided by such owner to the Trustee prior to the
fifteenth (15th) day of the month next preceding such interest payment date to an account in a
bank or trust company or savings bank that is a member of the Federal Reserve System and that
is located in the United States of America. The principal of and redemption premium, if any, on
this Bond shall be payable only to the person whose name appears in such registration books as
the registered owner hereof, such principal and redemption premium, if any, to be paid only on
the surrender of this Bond at the Principal Corporate Trust Office of the Trustee at maturity or on
redemption prior to maturity.

This bond is one of a duly authorized issue of bonds in the aggregate principal
amount of $[PRINCIPAL AMOUNT] issued by the City Council of the City for the North
Natomas Community Facilities District No. 4, City of Sacramento, County of Sacramento, State
of California (the “Community Facilities District”) located in the City, designated the “North
Natomas Community Facilities District No. 4, City of Sacramento, County of Sacramento, State
of California, Special Tax Refunding Bonds, Series E (2013)” (the “Series E (2013) Bonds™),
under and pursuant to the Mello-Roos Community Facilities Act of 1982, as amended (being
Sections 53311 et seq. of the Government Code of the State of California), and all laws
amendatory thereof or supplemental thereto (the “Law”), and under and pursuant to a Master
Indenture, dated as of February 1, 1999, by and between the City and the Trustee, which Master
Indenture authorized the issuance in various series from time to time of “North Natomas
Community Facilities District No. 4, City of Sacramento, County of Sacramento, State of
California, Special Tax Bonds” (the “Bonds”), and a Fifth Supplemental Indenture (the “Fifth
Supplemental Indenture,” and together with the Master Indenture, the “Indentures”)
supplemental thereto, dated as of July 1, 2013, by and between the City and the Trustee, all of
like tenor and date (except for such variations, if any, as may be required to designate varying
numbers, denominations, maturities, interest rates or redemption provisions of the Series E
(2013) Bonds). All the Series E (2013) Bonds are payable on a parity with all other Bonds
issued under the Master Indenture in accordance with the terms and conditions of the Indentures
(copies of which are on file at the office of the City Clerk and at the above-mentioned office of
the Trustee), and reference is hereby made to the Law and to the Indentures and any and all
amendments thereof and supplements thereto for a description of the terms on which the Series E
(2013) Bonds are issued and for the rights of the registered owners of the Series E (2013) Bonds;
and all the terms of the Law and the Indentures are hereby incorporated herein and constitute a
contract between the City and the registered owner from time to time of this Series E (2013)
Bond, to all the provisions of which the registered owner of this Series E (2013) Bond, by his
acceptance hereof, agrees and consents; and each taker and subsequent registered owner hereof
shall have recourse to all the provisions of the Law and the Indentures and shall be bound by all
the conditions and terms thereof.

The Series E (2013) Bonds are issued to provide funds to refund certain of the
outstanding Bonds, including depositing funds in the Bond Reserve Fund to satisfy the Required
Bond Reserve, and to pay the Costs of Issuance (as that term is defined in the Indentures) of the
Series E (2013) Bonds in accordance with the Indentures and are special tax obligations of the
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City, and the interest on and principal of and redemption premiums, if any, on the Series E
(2013) Bonds are payable solely from the proceeds of the Special Tax (as that term is defined in
the Indentures, and herein the “Special Tax”) and certain other funds as provided in the
Indentures for such payment, and the City is not obligated to pay them except from the proceeds
of the Special Tax and such other funds. The General Fund of the City is not liable and the full
faith and credit of the City is not pledged for the payment of the interest on or the principal of or
the redemption premiums, if any, on the Series E (2013) Bonds, and no tax or assessment other
than the Special Tax shall ever be levied or collected to pay the interest on or the principal of or
the redemption premiums, if any, on the Series E (2013) Bonds. The Series E (2013) Bonds are
not secured by a legal or equitable pledge of or charge, lien or encumbrance upon any property
of the City or any of its income or receipts except the money in the Special Tax Fund and certain
other funds established under the Indentures, and neither the payment of the interest on or the
principal of or the redemption premiums, if any, on the Series E (2013) Bonds is a general debt,
liability or obligation of the City. Additional Bonds payable on a parity with the Series E (2013)
Bonds from the proceeds of the Special Tax may be issued subject to the conditions and
limitations contained in the Indentures.

The Series E (2013) Bonds are subject to mandatory redemption by the City prior
to their stated maturity date in part on September 1 in each of the years 20 __ through 20__, both
years inclusive, with respect to the Term Series E (2013) Bonds maturing on September 1, 20,
and on September 1 in each of the years 20 through 20__, both years inclusive, with respect to
the Term Series E (2013) Bonds maturing on September 1, 20__, solely from Sinking Fund
Account Payments deposited in the Sinking Fund Account (as those terms are defined in and as
provided in the Indentures), upon mailed notice as provided herein, at a redemption price of one
hundred per cent (100%) of the principal amount thereof called for redemption, together with
accrued interest thereon to the date of redemption, without premium.

The Series E (2013) Bonds maturing on or after September 1, 20, are subject to
optional redemption by the City prior to their respective stated maturity dates, as a whole or in
part on any date on or after [March 1, 20__], from any source of available funds, upon mailed
notice as provided in the Indentures, at a redemption price equal to the principal amount thereof
to be redeemed, together with accrued interest thereon to the date of redemption, without
premium.

The Series E (2013) Bonds are subject to extraordinary redemption by the City
prior to their respective stated maturity dates, as a whole or in part on any [interest payment
date], solely from prepayments of the Special Tax, upon mailed notice as provided in the
Indentures, at the following redemption prices (expressed as a percentage of the principal amount
of Series E (2013) Bonds or portions thereof called for redemption), together with accrued
interest thereon to the date of redemption:
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Redemption Date Redemption Price

Any interest payment date from March 1, 2014 through 103%
September 1,20

March 1,20 and September 1, 20 102%
March 1, 20 and September 1,20 101%
March 1, 20 and any interest payment date thereafter 100%

If less than all the Series E (2013) Bonds are to be redeemed at the option of the
City at any one time, the City shall select the maturity date or dates of the Series E (2013) Bonds
to be redeemed, and if less than all the Series E (2013) Bonds of any one maturity date are to be
redeemed at any one time, the Trustee shall select the Series E (2013) Bonds or portions thereof
of such maturity date to be redeemed in integral multiples of five thousand dollars ($5,000) in
any manner that it deems appropriate.

Notice of redemption of any Series E (2013) Bond or any portion thereof shall be
mailed by first class mail not less than thirty (30) days nor more than ninety (90) days before the
redemption date to the registered owner thereof and to all securities information services selected
by the City in accordance with the Indentures and to the original purchaser or underwriter of the
Series E (2013) Bonds, but neither failure to receive any such notice nor any immaterial defect
contained therein shall affect the sufficiency or validity of such proceedings for redemption. If a
notice of redemption has been duly given as aforesaid, then this Series E (2013) Bond or the
portion thereof to be redeemed shall, on the redemption date designated in such notice, become
due and payable at the above-described redemption price; and from and after the date so
designated interest on this Series E (2013) Bond or the portion thereof to be redeemed shall cease
to accrue and the registered owner of this Series E (2013) Bond shall have no rights in respect
hereof except to receive payment of the redemption price of this Series E (2013) Bond or the
portion thereof to be redeemed, and upon surrender of this Series E (2013) Bond if redeemed in
part only, the City shall execute and the Trustee shall authenticate and deliver to the registered
owner hereof at the expense of the City a new Series E (2013) Bond or Bonds of authorized
denominations equal in aggregate principal amount to the unredeemed portion of this Series E
(2013) Bond so surrendered.

The City has covenanted that, so long as any Series E (2013) Bonds are
outstanding, it will annually levy the Special Tax against all Taxable Land (as that term is
defined in the Indentures) in the Community Facilities District and make provision for the
collection of the Special Tax in amounts which will be sufficient, together with the money then
on deposit in the Bond Redemption Fund (as that term is defined in the Indentures), after making
reasonable allowances for contingencies and errors in the estimates, to yield proceeds equal to
the amounts required for compliance with the agreements, conditions, covenants and terms
contained in the Indentures, and which in any event will be sufficient to pay the interest on and
the principal of and the Sinking Fund Account Payments, if any, for and the redemption
premiums, if any, on the Series E (2013) Bonds as they become due and payable and to replenish
the Bond Reserve Fund (or to reinstate any surety bond issued in whole or partial satisfaction
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thereof) established under the Indentures and to pay all Expenses (as that term is defined in the
Indentures) as they become due and payable in accordance with the provisions of the Indentures.

The Series E (2013) Bonds are issuable in the form of fully registered Bonds in
denominations of five thousand dollars ($5,000) or any integral multiple thereof. The registered
owner of any Series E (2013) Bond or Bonds may surrender the same (together with a written
instrument of transfer satisfactory to the Trustee duly executed by the registered owner or his
duly authorized attorney) in exchange for an equal aggregate principal amount of Series E (2013)
Bonds of any other authorized denominations in the manner, subject to the conditions and upon
payment of the charges provided in the Indentures.

The registration of this Series E (2013) Bond is transferable on the registration
books kept by the Trustee by the registered owner hereof or by his duly authorized attorney upon
surrender of this Series E (2013) Bond together with a written instrument of transfer satisfactory
to the Trustee duly executed by the registered owner or his duly authorized attorney, and
thereupon a new Series E (2013) Bond or Bonds of authorized denominations in the same
aggregate principal amount will be issued to the transferee in exchange therefor in the manner,
subject to the conditions and upon payment of the charges provided in the Indentures. The City
and the Trustee may deem and treat the person in whose name this Series E (2013) Bond is
registered as the absolute owner hereof for the purpose of receiving payment of, or on account
of, the interest hereon and principal hereof and redemption premium, if any, hereon and for all
other purposes.

The rights and obligations of the City and of the registered owners of the Series E
(2013) Bonds may be amended at any time in the manner, to the extent and upon the terms
provided in the Indentures, but no such amendment shall (1) extend the maturity of this Series E
(2013)) Bond or reduce the interest rate hereon or otherwise alter or impair the obligation of the
City to pay the interest hereon or the principal hereof or any Sinking Fund Account Payment
herefor or the redemption premium, if any, hereon at the time and place and at the rate and in the
currency and from the funds provided herein without the express written consent of the
registered owner of this Series E (2013) Bond, or (2) permit the issuance by the City of any
obligations payable from the proceeds of the Special Tax other than as provided in the
Indentures, or jeopardize the ability of the City to levy and collect the Special Tax, or (3) reduce
the percentage of Series E (2013) Bonds required for the written consent to an amendment or
supplement of the Indentures, or (4) modify any rights or obligations of the Trustee without its
prior written assent thereto; all as more fully set forth in the Indentures.

The Series E (2013) Bonds do not constitute an indebtedness of the City within
the meaning of any constitutional or statutory debt limitation or restriction, and neither the City
Council of the City nor the City nor any officer or employee thereof shall be liable for the
payment of the interest on or principal of or redemption premiums, if any, on the Series E (2013)
Bonds otherwise than from the proceeds of the Special Tax and the other funds as provided in
the Indentures.

This Series E (2013) Bond shall not be entitled to any benefits under the
Indentures or become valid or obligatory for any purpose until the certificate of authentication
and registration hereon endorsed shall have been signed by the Trustee.
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It is hereby certified that all acts, conditions and things required by law to exist, to
have happened and to have been performed precedent to and in the issuance of this Series E
(2013) Bond do exist, have happened and have been performed in due time, form and manner as
required by law and that the amount of this Series E (2013) Bond, together with all other
obligations of the City, does not exceed any limit prescribed by the laws of the State of
California and is not in excess of the amount of Series E (2013) Bonds permitted to be issued
under the Indentures.
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IN WITNESS WHEREOF, the City of Sacramento has caused this Series E
(2013) Bond to be executed in its name and on its behalf by the manual or facsimile signature of
the Mayor of the City and countersigned by the manual or facsimile signature of the City Clerk,
and has caused its seal to be impressed or imprinted hereon, and has caused this Series E (2013)
Bond to be dated July __, 2013.

CITY OF SACRAMENTO

By

Mayor

(Seal)

Countersigned:

City Clerk
[FORM OF CERTIFICATE OF AUTHENTICATION AND
REGISTRATION TO APPEAR ON SERIES E (2013) BONDS]

This is one of the Series E (2013) Bonds described in the within-mentioned
Indentures which has been authenticated and registered on the date indicated below.

Date:

THE BANK OF NEW YORK MELLON
TRUST COMPANY, N.A., as Trustee

By

Authorized Signatory
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[FORM OF ASSIGNMENT TO APPEAR ON SERIES E (2013) BONDS]

For value received the undersigned do(es) hereby sell, assign and transfer unto
the within Series E (2013) Bond and
do(es) hereby irrevocably constitute and appoint attorney
to transfer the same on the bond register of the Trustee, with full power of substitution in the
premises.

Dated:

SIGNATURE GUARANTEED BY:

Note: The signature(s) to this Assignment must correspond with the name(s) as written
on the face of the within Series E (2013) Bond in every particular, without alteration or
enlargement or any change whatsoever, and the signature(s) must be guaranteed by an
eligible guarantor institution.

Social Security Number, Taxpayer ldentification Number or other identifying number of
Assignee:

[FORM OF DTC ENDORSEMENT TO APPEAR ON SERIES E (2013) BONDS]

Unless this Series E (2013) Bond is presented by an authorized representative of The
Depository Trust Company, a New York corporation (“DTC”), to The Bank of New York
Mellon Trust Company, N.A. for registration of transfer, exchange, or payment, and any
Series E (2013) Bond issued is registered in the name of Cede & Co. or in such other
name as is requested by an authorized representative of DTC (and any payment is made
to Cede & Co. or to such other entity as is requested by an authorized representative of
DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the registered
owner hereof Cede & Co., has an interest herein.
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EXHIBIT B
ALLOCATION OF SERIES E (2013) BONDS TO REFUNDED BONDS

[SEE ATTACHED]
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29079-218 JH:SRF CLEAN DRAFT 6/12/2013

BOND PURCHASE CONTRACT

$
NORTH NATOMAS COMMUNITY FACILITIES DISTRICT NO. 4
CITY OF SACRAMENTO, COUNTY OF SACRAMENTO
STATE OF CALIFORNIA
SPECIAL TAX REFUNDING BONDS, SERIES E (2013)

, 2013

City of Sacramento
915 | Street
Sacramento, California 95814

Ladies and Gentlemen:

Stifel, Nicolaus & Company, Incorporated (the “Underwriter”) offers to enter into this
Bond Purchase Contract (this “Purchase Contract”) with the City of Sacramento (the “City”),
with respect to the North Natomas Community Facilities District No. 4, City of Sacramento,
County of Sacramento, State of California (the “CFD”).

Upon your acceptance of this offer, this Purchase Contract will be binding upon the City
and the Underwriter. Terms not otherwise defined herein have the same meanings as set forth
in the Indenture described below.

This offer is made subject to the acceptance by the City of this Purchase Contract on or
before 11:59 p.m. on the date first set forth above.

1. Purchase and Sale of Bonds. Upon the terms and conditions and in reliance
upon the representations, warranties, and covenants herein, the Underwriter hereby agrees to
purchase from the City, and the City hereby agrees to sell to the Underwriter, all (but not less
than all) of $ aggregate principal amount of the special tax refunding bonds
captioned above (the “Bonds”) at a purchase price (the “Purchase Price”) of
$ (being an amount equal to the par amount of the Bonds ($ )
plus an original issue premium of $ , and less an Underwriter's discount of

$

2. Authorizing Instruments.

The Bonds will be issued by the City under:
. The Mello-Roos Community Facilities Act of 1982. as amended (the "Act");

. A resolution of the City Council of the City, adopted on , 2013
(the “Resolution of Issuance”); and

. A Master Indenture dated as of February 1, 1999, by and between the City and
The Bank of New York Mellon Trust Company, N.A., as successor trustee (the
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“Trustee”), as supplemented and amended to date, and as supplemented and
amended by a Fifth Supplemental Indenture dated as of July 1, 2013 (the “Fifth
Supplemental Indenture” and, collectively, the “Indenture”), by and between
the City and the Trustee.

3. Terms of the Bonds. The Bonds are payable from special taxes (the “Special
Taxes”) levied under the Act on taxable property in the CFD. The Bonds will mature on the
dates and in the principal amounts, and will bear interest at the rates, as set forth on Exhibit A
hereto. The Underwriter agrees to make a bona fide public offering of all of the Bonds at the
offering prices set forth on Exhibit A.

4, Preliminary Official Statement; Official Statement; Continuing Disclosure.

(a) The City agrees to deliver to the Underwriter as many copies of the Official
Statement relating to the Bonds, dated the date of this Purchase Contract (as supplemented
and amended from time to time, the “Final Official Statement”), as the Underwriter may
reasonably request as necessary to comply with paragraph (b)(4) of Rule 15¢2-12 of the
Securities and Exchange Commission under the Securities Exchange Act of 1934 (“Rule 15¢2-
12”). The City agrees to deliver such Final Official Statements within seven business days after
the execution of this Purchase Contract, and in sufficient time to accompany any confirmation
that requires payment from a customer. The Underwriter agrees to deposit the Final Official
Statement with the Municipal Securities Rulemaking Board (the “MSRB”), which has been
designated by the Securities and Exchange Commission as the sole repository of disclosure
information for purposes of Rule 15¢2-12, on or as soon as practicable after the Closing Date
(as defined in Section 7 below). The Underwriter agrees to deliver a copy of the Final Official
Statement to each of its customers purchasing Bonds no later than the settlement date of the
transaction.

(b) The City has authorized and approved the Preliminary Official Statement relating
to the Bonds dated , 2013 (the “Preliminary Official Statement”) and the Final
Official Statement, and consents to their distribution and use by the Underwriter.

(c) In connection with issuance of the Bonds, and in order to assist the Underwriter
with complying with Rule 15¢2-12, the City will execute a continuing disclosure certificate (the
“Continuing Disclosure Certificate”), under which the City will provide certain financial and
operating data relating to the CFD as required by Rule 15¢2-12. The form of the Continuing
Disclosure Certificate will be attached as an appendix to the Preliminary and Final Official
Statements.

5. Representations and Warranties of the City. The City makes the following
representations and warranties to the Underwriter.

(a) Due Organization and Authority. The CFD has been duly formed and is
validly existing as a community facilities district under the Act.

(b) Full Right, Power, and Authority. The City Council of the City has the full
legal right, power, and authority to adopt the Resolution of Issuance, and the City has
the full legal right, power, and authority -

(i) to enter into this Purchase Contract, the Fifth Supplemental Indenture
and the Continuing Disclosure Certificate (collectively, the “City Documents”);
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(i) to issue, sell, and deliver the Bonds,
(iii) to secure the Bonds in the manner contemplated in the Indenture, and

(iv) to carry out and consummate all other transactions on its part
contemplated by the City Documents.

The City has complied with all provisions of applicable law, including the Act, in
all matters relating to the adoption of the Resolution of Issuance, the formation of the
CFD, the incurrence of bonded indebtedness for the CFD, and the levy of the Special
Taxes within the CFD.

(c) Authorization of Documents; Consents and Approvals. The City Council
has duly authorized:

(i) the execution and delivery of the City Documents and the Final Official
Statement, and the execution, delivery, and due performance of the City’s
obligations under the Bonds and the City Documents; and

(ii) the taking of any and all such action as may be required on the part of
the City to carry out, give effect to, and consummate the transactions on its part
contemplated by the Bonds and the City Documents.

Except as may be required under blue sky or other securities laws of any state,
all consents or approvals necessary to be obtained by the City in connection with the
foregoing have been received, and the consents or approvals so received are still in full
force and effect.

(d) Due Adoption of Resolution and Enforceability of Documents. The
Resolution of Issuance has been duly adopted by the City Council and is in full force and
effect; and the City Documents, when executed and delivered by the City and the other
parties, will constitute legal, valid, and binding obligations of the City, enforceable
against the City in accordance with their terms, except as enforceability thereof may be
limited by bankruptcy, insolvency, or other laws affecting creditors' rights generally and
by the application of equitable principles.

(e) Enforceability of Bonds. When delivered to the Underwriter, the Bonds
will have been duly authorized by the City and duly executed, issued, and delivered by
the City, and will constitute legal, valid, and binding obligations of the City enforceable
against the City in accordance with their terms, except as enforceability thereof may be
limited by bankruptcy, insolvency, or other laws affecting creditors' rights generally and
by the application of equitable principles, and will be entitled to the benefit and security
of the Resolution of Issuance and the Indenture.

(f Preliminary and Final Official Statement. The information contained in the
Preliminary Official Statement relating to the City and the CFD is true and correct in all
material respects as of the date of the Preliminary Official Statement, and such
information in the Final Official Statement will be, true, and correct in all material
respects as of the Closing Date. The Preliminary Official Statement does not as of its
date, and the Final Official Statement will not as of the Closing Date, contain any untrue
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or misleading statement of a material fact relating to the City and the CFD, or omit to
state any material fact relating to the City and the CFD necessary to make the
statements therein, in the light of the circumstances under which they were made, not
misleading.

(9) Supplements or Amendments to Official Statement. The City shall
promptly notify the Underwriter in writing if, at any time prior to the earlier of (i) receipt of
notice from the Underwriter that Final Official Statement is no longer required to be
delivered under Rule 15¢2-12 or (ii) the Closing Date (as described in Section 7 below),
any event known to the officers of the City participating in the issuance of the Bonds
occurs as a result of which the Final Official Statement as then amended or
supplemented might include an untrue statement of a material fact, or omit to state any
material fact necessary to make the statements therein, in light of the circumstances
under which they were made, not misleading. Any information supplied by the City for
inclusion in any amendments or supplements to the Final Official Statement will not
contain any untrue statement of a material fact or omit to state any material fact
necessary to make the statements therein, in the light of the circumstances under which
they were made, not misleading.

(h) No Conflicts. To the current, actual knowledge of the City, the adoption of
the Resolution of Issuance, the issuance of the Bonds, the execution and delivery of the
City Documents, the consummation of the transactions on the part of the City
contemplated herein or therein, and the compliance by the City with the provisions
hereof or thereof, will not conflict with, or constitute on the part of the City a violation of,
or a breach of or default under -

(i) any material indenture, mortgage, commitment, note, or other
agreement or instrument to which the City is a party or by which it is bound;

(ii) any provision of the Act or the State Constitution; or

(iii) any existing law, rule, regulation, ordinance, judgment, order, or
decree to which the City (or the members of the City Council or any of its officers
in their capacities as such) is subject,

that would have a material adverse affect on the ability of the City to perform its
obligations under the Bonds and the City Documents.

(i) No Defaults. The City has never been in default at any time, as to
principal of or interest on any obligation it has issued, which may have an adverse effect
on the ability of the City to consummate the transactions on its part contained in the
Bonds and the City Documents, except as specifically disclosed in the Final Official
Statement; and other than the Bonds, the City has not entered into any contract or
arrangement of any kind which might give rise to any lien or encumbrance on any of the
Special Taxes.

() No Litigation. To the current, actual knowledge of the City, except as is
specifically disclosed in the Final Official Statement, the City has not been served with
process in, and has not been overtly threatened with, any action, suit, proceeding,
inquiry, or investigation, at law or in equity, before or by any court, public board, or public
body -

40 of 165



(i) that questions in any way the powers of the City Council;

(ii) that questions in any way the validity of any proceeding taken by the
City Council in connection with the issuance of the Bonds;

(iii) that contests in any way the completeness or accuracy of the Final
Official Statement;

(iv) wherein an unfavorable decision, ruling, or finding is likely to have a
material adverse effect on the financial condition of the City or on the
transactions contemplated by this Purchase Contract or the Final Official
Statement;

(v) that is likely to adversely affect the validity or enforceability of the
Resolution of Issuance or the City Documents;

(vi) that questions in any way the exclusion from gross income of the
recipients thereof of the interest on the Bonds for federal income tax purposes; or

(vii) that questions in any way the status of the Bonds under State tax
laws or regulations.

(k) Certificates of the City. Any certificate signed by an official of the City
authorized to execute such certificate and delivered to the Underwriter in connection with
the transactions contemplated by this Purchase Contract shall be deemed a
representation and warranty by the City to the Underwriter as to the truth of the
statements therein contained.

) Security for the Bonds. The payment of debt service on the Bonds will be
paid from the Special Taxes received by the City under the Indenture.

(m) Levy of Special Taxes. The Special Taxes have been and will be levied
in accordance with the Rate and Method of Apportionment of Special Taxes relating to
the CFD, and are secured by a lien on the property on which they are levied.

(n) Pledge of Special Taxes. The Indenture creates a valid pledge of, and
first lien upon, the Special Taxes deposited thereunder and the moneys in certain funds
and accounts established thereunder, subject in all cases to the provisions of the
Indenture permitting the application thereof for the purposes and on the terms and
conditions set forth therein.

(0) Prior Continuing Disclosure Undertakings. Except as may be disclosed in
the Final Official Statement, the City has never failed to comply in all material respects
with previous undertakings under Rule 15¢c2-12.

(p) Prior Bonded Assessment and Special Tax Liens. Except as disclosed in
the Final Official Statement, there are, to the City’s current and actual knowledge, no
entities with outstanding assessment or special tax liens against any of the properties
within the CFD.
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6. Blue Sky. The City covenants with the Underwriter that the City will cooperate
with the Underwriter (at the cost of the Underwriter) in qualifying the Bonds for offer and sale
under the securities or Blue Sky laws of such jurisdictions of the United States as the
Underwriter may reasonably request; provided, however, that the City shall not be required to
consent to suit or to service of process, or to qualify to do business, in any jurisdiction. The City
consents to the use by the Underwriter of the City Documents in the course of its compliance
with the securities or Blue Sky laws of the various jurisdictions of the documents relating to the
Bonds.

7. Closing.
(a) At 9:00 a.m. on , 2013, or at such other time or date as may be

agreed upon by the City and the Underwriter (the “Closing Date”), the City will deliver or cause
to be delivered to the Underwriter the Bonds in definitive form, duly executed by the authorized
officers of the City, and authenticated by the Trustee, together with the other documents
hereinafter mentioned, and the Underwriter will accept such delivery and pay the Purchase
Price of the Bonds by making a wire transfer in federal funds payable to the order of the
Trustee.

(b) The activities relating to the final execution and delivery of the Bonds and the
payment therefor and the delivery of the resolutions, certificates, opinions, and other
instruments as described in Section 9 of this Purchase Contract shall occur at the offices of
Orrick, Herrington & Sutcliffe LLP, in Sacramento, California. The payment for the Bonds and
simultaneous delivery of the Bonds to the Underwriter is herein referred to as the “Closing.”
The Bonds will be delivered as fully registered Bonds initially in denominations of $5,000 each
and any integral multiple thereof. The Bonds will be registered in the name of Cede & Co., as
nominee of The Depository Trust Company, and will be made available for checking by the
Underwriter at such place as the Underwriter and the Trustee agree not less than 24 hours prior
to the Closing.

8. Termination Events. The Underwriter has the right to cancel its obligations to
purchase the Bonds if between the date hereof and the Closing Date any of the following events
occurs:

(a) the House of Representatives or the Senate of the Congress of the
United States, or a committee of either, has pending before it, or passes or recommends
favorably, legislation introduced previous to the date hereof, which legislation, if enacted
in its form as introduced or as amended, would have the purpose or effect of imposing
federal income taxation upon revenues or other income of the general character to be
derived by the City or by any similar body under the Resolution of Issuance, the
Indenture or the Act, or upon interest received on obligations of the general character of
the Bonds, or of causing interest on obligations of the general character of the Bonds to
be includable in gross income for purposes of federal income taxation, and such
legislation, in the Underwriter's opinion, materially adversely affects the market price of
the Bonds; or

(b) a tentative decision with respect to legislation is reached by a committee
of the House of Representatives or the Senate of the Congress of the United States, or
legislation is favorably reported or re-reported by such a committee or introduced, by
amendment or otherwise, in or passed by the House of Representatives or the Senate,
or recommended to the Congress of the United States for passage by the President of
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the United States, or enacted or a decision by a federal court of the United States or the
United States Tax Court is rendered, or a ruling, release, order, regulation, or official
statement (tentative, proposed or final) by or on behalf of the United States Treasury
Department, the Internal Revenue Service, or other governmental agency is made or
proposed to be made having the purpose or effect, or any other action or event occurs
that has the purpose or effect, directly or indirectly, that (i) adversely affects the federal
income tax consequences of owning the Bonds, including causing interest on the Bonds
to be included in gross income for purposes of federal income taxation, or (ii) imposes
federal income taxation upon revenues or other income of the general character to be
derived by the City under the Resolution of Issuance or the Indenture, or upon interest
received on obligations of the general character of the Bonds, or the Bonds, or (iii)
which, in the opinion of the Underwriter, materially adversely affects the market price of
or market for the Bonds; or

(c) legislation is enacted, or actively considered for enactment with an
effective date prior to the Closing, or a decision by a court of the United States is
rendered, the effect of which is that the Bonds are not exempt from the registration,
qualification, or other requirements of the Securities Act of 1933, as amended and as
then in effect, the Securities Exchange Act of 1934, as amended and as then in effect, or
the Resolution of Issuance or the Indenture, as the case may be, is not exempt from the
Trust Indenture Act of 1939, as amended and as then in effect; or

(d) a stop order, ruling, regulation, or official statement by the Securities and
Exchange Commission or any other governmental agency having jurisdiction of the
subject matter is issued or made or any other event occurs, the effect of which is that the
issuance, offering, or sale of the Bonds, or the execution and delivery of the Indenture as
contemplated hereby or by the Final Official Statement, is or would be in violation of any
provision of the federal securities laws, including the Securities Act of 1933, as amended
and as then in effect, the Securities Exchange Act of 1934, as amended and as then in
effect, or the Trust Indenture Act of 1939, as amended and as then in effect; or

(e) any event occurs or any information becomes known to the Underwriter
that causes the Underwriter to reasonably believe that the Final Official Statement as
then amended or supplemented includes an untrue statement of a material fact, or omits
to state any material fact necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading; or

(f there occurs any outbreak of hostilities or any national or international
calamity or crisis, including a financial crisis, the effect of which on the financial markets
of the United States is such as, in the reasonable judgment of the Underwriter, would
materially adversely affect the market for or market price of the Bonds; or

(9) there is in force a general suspension of trading on the New York Stock
Exchange, the effect of which on the financial markets of the United States is such as, in
the reasonable judgment of the Underwriter, would materially adversely affect the market
for or market price of the Bonds; or

(h) a general banking moratorium is declared by federal, New York, or State
authorities; or
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(i) any proceeding is pending or threatened by the Securities and Exchange
Commission against the City; or

) additional material restrictions not in force as of the date hereof are
imposed upon trading in securities generally by any governmental authority or by any
national securities exchange which adversely affects the Underwriter's ability to sell the
Bonds; or

(k) the New York Stock Exchange or other national securities exchange, or
any governmental authority, imposes, as to the Bonds or obligations of the general
character of the Bonds, any material restrictions not now in force, or increases materially
those now in force, with respect to the extension of credit by, or the charge to the net
capital requirements of, Underwriter; or

() an amendment to the federal or State constitution is enacted or action is
taken by any federal or State court, legislative body, regulatory body, or other authority
materially adversely affecting the tax status of the City, its property, income, or securities
(or interest thereon), the validity or enforceability of the Special Taxes or the ability of the
City to issue the Bonds, or the levy of any of the Special Taxes, as contemplated by the
Resolution of Issuance, the Indenture, this Purchase Agreement, and the Final Official
Statement.

9. Conditions to Closing. The obligations of the Underwriter to purchase the Bonds
shall be subject (i) to the performance by the City of its obligations to be performed hereunder at
and prior to the Closing, (ii) to the accuracy as of the date hereof and as of the time of the
Closing of the representations and warranties of the City herein, and (iii) to the following
conditions, including the delivery by the City of such documents as are enumerated herein in
form and substance satisfactory to the Underwriter:

(a) At the time of Closing, (i) the Final Official Statement, the Resolution of
Issuance, the Indenture, the Continuing Disclosure Certificate, and this Purchase
Contract shall be in full force and effect and shall not have been amended, modified, or
supplemented except as may have been agreed to in writing by the Underwriter, and
(i) the CFD shall have been duly formed and there shall be in full force and effect such
resolutions as, in the opinion of Orrick, Herrington & Sutcliffe LLP (“Bond Counsel’), are
necessary in connection with the transactions contemplated hereby, including but not
limited to the Resolution of Issuance.

(b) The Underwriter shall receive the Bonds at or prior to the Closing. The
terms of the Bonds delivered shall in all instances be as described in Final Official
Statement.

(c) At or prior to the Closing, the Underwriter shall receive the following
documents in such number of counterparts as are agreeable to the Underwriter and the
City:

(i) A final approving opinion of Bond Counsel dated the Closing Date
substantially in the form attached as Appendix F to the Final Official Statement,
together with a letter addressed to the Underwriter to the effect that such opinion
may be relied upon by the Underwriter to the same extent as if such opinion were
addressed to the Underwriter.
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(i) A letter or letters of Bond Counsel addressed to the Underwriter in
substantially the form attached hereto as Exhibit F.

(iii) A letter of Jones Hall, A Professional Law Corporation, as counsel
to the Underwriter (“Underwriter’s Counsel”), addressed to the City and the
Underwriter, stating:

(A) without passing upon or assuming any responsibility for the
accuracy, completeness or fairness of the statements contained in the
Final Official Statement and making no representation that Underwriter’s
Counsel has independently verified the accuracy, completeness, or
fairness of any such statements, based upon the information made
available to them in the course of their participation in the preparation of
the Final Official Statement, nothing has come to such counsel's attention
which would lead them to believe that the Final Official Statement,
including the cover page (but excluding therefrom (i) the appendices
thereto, financial statements and statistical data, and information
regarding The Depository Trust Company and its book entry system, as
to which no opinion need be expressed) contains an untrue statement of
a material fact or omits to state a material fact required to be stated
therein or necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading; and

(B) the Bonds are not subject to the registration requirements
of the Securities Act of 1933, as amended, and the Indenture is exempt
from qualification pursuant to the Trust Indenture Act of 1939, as
amended.

(iv)  An opinion, dated the Closing Date and addressed to the
Underwriter, of the City Attorney, in substantially the form attached hereto as
Exhibit G.

(v) The Final Official Statement executed on behalf of the City by a
duly authorized officer.

(vi) A certified copies of the Resolution of Issuance.
(vii)  Specimen Bonds.

(viii)  Evidence that Internal Revenue Service Form 8038 has been
executed by the City and will be filed with the Internal Revenue Service.

(ix) Executed copies of the City Documents.

(x) A tax certificate executed by the City in form and substance
satisfactory to Bond Counsel.

(xi) In connection with printing and distribution of the Preliminary
Official Statement, an executed certificate of the City in the form attached hereto
as Exhibit B.
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(xii) A closing certificate of the City, in form and substance as set forth
in Exhibit C hereto, dated as of the Closing Date.

(xiii) A certificate of NBS Government Finance Group, Temecula,
California, as Special Tax Consultant, in form and substance as set forth in
Exhibit D hereto, dated as of the Closing Date.

(xiv) A certificate of the City, in form and substance acceptable to the
Underwriter and Underwriter's Counsel, dated as of the Closing Date, in
connection with the prior continuing disclosure obligations of the City.

(xv) A certificate of the Trustee, in form and substance as set forth in
Exhibit E hereto, dated as of the Closing Date.

(xvi)  An opinion of counsel to the Trustee, dated as of the Closing
Date, in form and substance satisfactory to the Underwriter and Bond Counsel.

(xvii) Evidence that the Bonds have been assigned a rating of “ “
by Standard & Poor’s Ratings Services, a Standard & Poor’s Financial Services
LLC business, and that such rating has not been withdrawn or downgraded.

(xviii) Such additional legal opinions, certificates, proceedings,
instruments, and other documents as the Underwriter or Bond Counsel may
reasonably request to evidence compliance by the City with legal requirements,
the truth and accuracy, as of the time of Closing, of the representations of the
City herein contained, and the due performance or satisfaction by the City at or
prior to such time of all agreements then to be performed and all conditions then
to be satisfied by the City.

If the City is unable to satisfy the conditions to the obligations of the Underwriter
contained in this Purchase Contract, or if the obligations of the Underwriter to purchase and
accept delivery of the Bonds are terminated for any reason permitted by this Purchase Contract,
this Purchase Contract shall terminate and neither the Underwriter nor the City shall be under
further obligation hereunder; except that their respective obligations to pay expenses, as
provided in Section 12 hereof shall continue in full force and effect.

10. Conditions to the City’s Obligations. The obligations of the City hereunder are
subject to the performance by the Underwriter of its obligations hereunder and the Underwriter's
delivery of an issue-price certificate in form and substance reasonably satisfactory to Bond
Counsel.

11. Survival of Representations, Warranties, and Agreements. All representations,
warranties, and agreements of the City hereunder shall remain operative and in full force and
effect, regardless of any investigations made by or on behalf of the Underwriter, and shall
survive the Closing.

12. Expenses. The City shall pay or cause to be paid all reasonable expenses
incident to the issuance of the Bonds and to the performance of its obligations under this
Purchase Contract, including but not limited to (i) costs of delivery of the Bonds and this
Purchase Contract, (ii) costs of printing the Preliminary Official Statement, the Final Official

10
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Statement, any amendment or supplement to the Preliminary Official Statement or Final Official
Statement, and (iii) fees and disbursements of Bond Counsel, any financial advisor and other
consultants, including the fees and expenses of the rating agency, Special Tax Consultant and
the Trustee.

The Underwriter shall pay all advertising expenses in connection with the public offering
of the Bonds, and all other expenses incurred by it in connection with its public offering and
distribution of the Bonds, including without limitation the fees and expenses of its counsel.

13. No Fiduciary Duty. The City and the Underwriter acknowledge and agree that -

(i) the purchase and sale of the Bonds under this Purchase Contract is an arm’s-
length commercial transaction between the City and the Underwriter;

(i) in connection therewith, and with the discussions, undertakings, and
procedures leading up to the consummation of the purchase and sale of the Bonds
under this Purchase Contract, the Underwriter is and has been acting solely as principal
and is not acting as the agent or fiduciary of the City;

(iii) the Underwriter has not assumed a fiduciary responsibility in favor of the City
with respect to (a) the offering of the Bonds contemplated hereby or the process leading
thereto (whether or not the Underwriter, or any affiliate of the Underwriter, has advised
or is currently advising the City on other matters), or (b) any other obligation to the City
with respect to the offering contemplated hereby except the obligations expressly set
forth in this Purchase Contract; and

(iv) the City and the Underwriter have consulted their own legal, financial, and
other advisors to the extent they have deemed appropriate in connection with this
transaction.

Nothing in this section is intended to limit the Underwriter’'s obligations of fair dealing
under MSRB Rule G-17.

14. Notices. Any notice or other communication to be given to the City under this
Purchase Contract may be given by delivering the same in writing to:

City of Sacramento

915 | Street

Historic City Hall, 3" Floor
Sacramento, California 95814
Attention: City Treasurer

Any notice or other communication to be given to the Underwriter under this Purchase
Contract may be given by delivering the same in writing to:

Stifel Nicolaus & Company, Incorporated
One Ferry Building

San Francisco, California 94111
Attention: Public Finance Department

11
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15. Benefit. This Purchase Contract is made solely for the benefit of the City and the
Underwriter (including the successors or assigns of the Underwriter), and no other person,
including any purchaser of the Bonds, shall acquire or have any right hereunder or by virtue
hereof.

16. Governing Law. This Purchase Contract shall be governed by and construed in
accordance with the laws of the State of California.

17. Effective Date. This Purchase Contract shall become effective upon acceptance
hereof by the City.

18. Counterparts. This Purchase Contract may be executed in several counterparts,
each of which shall be regarded as an original, and all of which shall constitute one and the
same instrument.

19. Severability. If any provision of this Purchase Contract is held invalid or

unenforceable by any court of competent jurisdiction, such holding shall not invalidate or render
unenforceable any other provision hereof.

STIFEL, NICOLAUS & COMPANY,
INCORPORATED

By:

Authorized Representative

Accepted and agreed to as of
the date first above written:

CITY OF SACRAMENTO

By:

Russell T. Fehr,
City Treasurer

Time of Execution:

12
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EXHIBIT A

$
NORTH NATOMAS COMMUNITY FACILITIES DISTRICT NO. 4
CITY OF SACRAMENTO, COUNTY OF SACRAMENTO
STATE OF CALIFORNIA
SPECIAL TAX REFUNDING BONDS, SERIES E (2013)

$ Serial Bonds
Maturity Principal Interest
(September 1) Amount Rate Yield Price
C = Priced to the optional redemption date of 1,20
A-1
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EXHIBIT B

NORTH NATOMAS COMMUNITY FACILITIES DISTRICT NO. 4
CITY OF SACRAMENTO, COUNTY OF SACRAMENTO
STATE OF CALIFORNIA
SPECIAL TAX REFUNDING BONDS, SERIES E (2013)

CERTIFICATE REGARDING PRELIMINARY OFFICIAL STATEMENT

I, Russell T. Fehr, hereby state and certify as follows:

(i) | am the duly appointed, qualified, and acting Treasurer of the City of Sacramento
(the “City”), a municipal corporation duly organized and existing under its charter and the
Constitution and laws of the State. As such, | am familiar with the facts herein certified and am
authorized and qualified to certify those facts.

(i)  With respect to the above-captioned bonds (the “Bonds”), the City has deemed
the Preliminary Official Statement dated , 2013, including the cover page and all
appendices thereto, to be final as of its date for purposes of Rule 15¢2-12 promulgated under
the Securities Exchange Act of 1934, except for information permitted to be omitted therefrom
by Rule 15¢2-12.

Dated as of , 2013

CITY OF SACRAMENTO

By

Russell T. Fehr,
City Treasurer
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EXHIBIT C

$
NORTH NATOMAS COMMUNITY FACILITIES DISTRICT NO. 4
CITY OF SACRAMENTO, COUNTY OF SACRAMENTO
STATE OF CALIFORNIA
SPECIAL TAX REFUNDING BONDS, SERIES E (2013)

CITY CLOSING CERTIFICATE

The undersigned hereby certifies and represents that he or she is the duly appointed and
acting representative of the City of Sacramento (the “City”) and is authorized to execute this
Certificate in connection with the issuance of the bonds captioned above (the “Bonds”), and further
hereby certifies and reconfirms on behalf of the City as follows:

(1) The representations, warranties, and covenants of the City contained in that certain
Bond Purchase Contract between the City and Stifel, Nicolaus & Company, Incorporated, dated
, 2013 (the “Purchase Contract”), are true and correct and in all material respects
as of the date hereof as if made on the date hereof.

(2) The City has complied with all agreements, covenants, and conditions to be
complied with by the City under the Indenture and the Purchase Contract as of the date hereof.

Capitalized terms not defined herein have the same meaning as is set forth in the Purchase
Contract.

Dated: , 2013

CITY OF SACRAMENTO

By:

Russell T. Fehr,
City Treasurer
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EXHIBIT D

$
NORTH NATOMAS COMMUNITY FACILITIES DISTRICT NO. 4
CITY OF SACRAMENTO, COUNTY OF SACRAMENTO
STATE OF CALIFORNIA
SPECIAL TAX REFUNDING BONDS, SERIES E (2013)

CERTIFICATE OF SPECIAL TAX CONSULTANT

NBS Government Finance Group (the “Special Tax Consultant”), Temecula, California,
was retained as Special Tax Consultant and has reviewed the Rate and Method of
Apportionment of Special Tax (the “Rate and Method of Apportionment”) for the North Natomas
Community Facilities District No. 4, City of Sacramento, County of Sacramento, State of
California, all as set forth in Appendix B to the Official Statement (the “Official Statement”)
dated , 2013, relating to the bonds captioned above (the “Bonds”), and the
summaries and descriptions of each Rate and Method of Apportionment contained in the Official
Statement.

Based upon such review, the Special Tax Consultant hereby certifies as follows:

(a) The Special Tax levied under the Rate and Method of Apportionment, if levied
in the maximum amounts permitted pursuant to the special tax formula set forth in the
Rate and Method of Apportionment on the date hereof, would be levied in a combined
amount equal to the projected debt service on the Bonds, provided that the annual debt
service figures in the debt service schedules contained in the Official Statement, which
were relied upon by Special Tax Consultant, are substantially true and correct.

Although the Special Tax, if levied in the maximum amounts pursuant to the
special tax formula set forth in the Rate and Method of Apportionment, would be levied
in an amount equal to the projected debt service on the Bonds, no representation is
made herein as to actual amounts that will be collected in future years.

(b) Except as disclosed in the Final Official Statement, there are, to the best of
the Special Tax Consultant's knowledge, after reasonable and diligent investigation of
records made available by the County, no entities with outstanding assessment or
special tax liens against any of the properties within the CFD.

(c) All summaries of and information with respect to the Rate and Method of
Apportionment in the Official Statement, the information in Tables 1 through 11 in the
Official Statement, and all other information provided by the Special Tax Consultant for
inclusion in the Official Statement, are true and correct as of the date of the Official
Statement and as of the date hereof.

Capitalized terms not defined herein have the same meanings as is set forth in the
Official Statement.

Dated: , 2013

NBS GOVERNMENT FINANCE GROUP

By:

Title:
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EXHIBIT E

$
NORTH NATOMAS COMMUNITY FACILITIES DISTRICT NO. 4
CITY OF SACRAMENTO, COUNTY OF SACRAMENTO
STATE OF CALIFORNIA
SPECIAL TAX REFUNDING BONDS, SERIES E (2013)

CERTIFICATE OF TRUSTEE

The undersigned hereby states and certifies that he or she is an authorized officer of

The Bank of New York Mellon Trust Company, N.A. (the “Bank”), as trustee under a Master
Indenture dated as of February 1, 1999, by and between the City and BNY Western Trust
Company (predecessor-in-interest to the Bank), as supplemented and amended to date, and as
supplemented by a Fifth Supplemental Indenture dated as of July 1, 2013 (as supplemented
and amended, the “Indenture”), by and between the City and the Bank, as trustee, relating to
the bonds captioned above (the “Bonds”), and as escrow agent under the Escrow Agreement
dated as of July 1, 2013 (the “Escrow Agreement”), by and between the City and the Bank, with
respect to the refunding of certain outstanding special tax bonds of the City.

As such, the undersigned is familiar with the following facts and is authorized and

qualified to certify the following facts on behalf of the Bank:

Dated:

(1) The Bank is duly organized and existing as a national banking association
under the laws of the United States of America, having the full power and authority to
enter into and perform its duties under the Indenture and the Escrow Agreement, and to
perform its duties under the Indenture and the Escrow Agreement .

(2) The Indenture and the Escrow Agreement have been duly authorized,
executed, and delivered by the Bank.

(3) To the best knowledge of the Bank, after due inquiry, there is no action, suit,
proceeding, or investigation, at law or in equity, before or by any court or governmental
agency, public board, or body pending against the Bank or threatened against the Bank
that, in the reasonable judgment of the Bank, would affect the existence of the Bank or in
any way contesting or affecting the validity or enforceability of the Indenture or
contesting the powers of the Bank or its authority to enter into and perform its obligations
under the Indenture and the Escrow Agreement.

, 2013 THE BANK OF NEW YORK MELLON
TRUST COMPANY, N.A,,
as Trustee and Escrow Agent

By

Authorized Officer
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EXHIBIT F

SUPPLEMENTAL OPINION OF BOND COUNSEL

[Closing Date]

Stifel, Nicolaus & Company, Incorporated
San Francisco, California

North Natomas Community Facilities District No. 4
City of Sacramento, County of Sacramento
State of California
Special Tax Refunding Bonds, Series E (2013)

(Supplemental Opinion)

Ladies and Gentlemen:

This letter is addressed to you, as Underwriter, pursuant to Section 9(c)(ii) of the Bond
Purchase Contract, dated , 2013 (the “Purchase Contract”), between you and
the City of Sacramento (the “City”), providing for the purchase of $ principal
amount of North Natomas Community Facilities District No. 4, City of Sacramento, County of
Sacramento, State of California, Special Tax Refunding Bonds, Series E (2013) (the “Bonds”).
The Bonds are being issued pursuant to a Master Indenture, dated as of February 1, 1999 as
supplemented and amended (the “Master Indenture”), including as supplemented and amended
by a Fifth Supplemental Indenture, dated as of July 1, 2013 (the “Fifth Supplemental Indenture”
and, together with the Master Indenture, the “Indenture”), each by and between the City and
The Bank of New York Mellon Trust Company, N.A., as trustee (the “Trustee”). Capitalized
terms not otherwise defined herein shall have the meanings ascribed thereto in the Indenture or,
if not defined in the Indenture, in the Purchase Contract.

In connection with our role as bond counsel to the City, we have reviewed the Indenture;
the Purchase Contract; the Tax Certificate, dated the date hereof (the “Tax Certificate”),
executed by the City; opinions of counsel to the City and the Trustee; certificates of the City, the
Trustee and others; and such other documents, opinions and matters to the extent we deemed
necessary to provide the opinions set forth herein.

The opinions expressed herein are based on an analysis of existing laws, regulations,
rulings and court decisions and cover certain matters not directly addressed by such authorities.
Such opinions may be affected by actions taken or omitted or events occurring after the date
hereof. We have not undertaken to determine, or to inform any person, whether any such
actions are taken or omitted or events do occur or any other matters come to our attention after
the date hereof. We have assumed the genuineness of all documents and signatures
presented to us (whether as originals or as copies) and the due and legal execution and delivery
thereof by, and validity against, any parties other than the City. We have assumed, without
undertaking to verify, the accuracy of the factual matters represented, warranted or certified in
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the documents, and of the legal conclusions contained in the opinions, referred to in the second
paragraph hereof. We have further assumed compliance with all covenants and agreements
contained in such documents. In addition, we call attention to the fact that the rights and
obligations under the Bonds, the Indenture, the Tax Certificate and the Purchase Contract and
their enforceability may be subject to bankruptcy, insolvency, reorganization, arrangement,
fraudulent conveyance, moratorium and other laws relating to or affecting creditors’ rights, to the
application of equitable principles, to the exercise of judicial discretion in appropriate cases and
to the limitations on legal remedies against cities in the State of California. We express no
opinion with respect to any indemnification, contribution, liquidated damages, penalty (including
any remedy deemed to constitute a penalty), arbitration, judicial reference, choice of law, choice
of forum, choice of venue, waiver or severability provisions contained in the foregoing
documents, nor do we express any opinion with respect to the state or quality of title to or
interest in any assets described in or as subject to the lien of the Indenture or the accuracy or
sufficiency of the description contained therein of, or the remedies available to enforce liens on,
any such assets. We express no opinion with respect to the plans, specifications, maps,
financial report or other engineering or financial details of the proceedings, or upon the rate and
method of apportionment of the Special Tax or the validity of the Special Tax levied upon any
individual parcel. Finally, we undertake no responsibility for the accuracy, except as expressly
set forth in numbered paragraph 3 below, completeness or fairness of the Official Statement,
dated , 2013 (the “Official Statement”), or other offering material relating to the
Bonds and express no opinion relating thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we
are of the following opinions:

1. The Bonds are not subject to the registration requirements of the Securities Act
of 1933, as amended, and the Indenture is exempt from qualification under the Trust Indenture
Act of 1939, as amended.

2. The Purchase Contract has been duly executed and delivered by, and is a valid
and binding agreement of, the City.

3. The statements contained in the Official Statement under the captions “THE
BONDS,” “SECURITY FOR THE BONDS,” and “LEGAL MATTERS - Tax Exemption” and
contained in APPENDIX C - “SUMMARY OF THE INDENTURE” and APPENDIXF -
“PROPOSED FORM OF OPINION OF BOND COUNSEL,” excluding any material that may be
treated as included under such captions by cross-reference, insofar as such statements
expressly summarize certain provisions of the Indenture, and the form and content of our final
legal opinion as bond counsel to the City concerning the validity of the Bonds and certain other
matters, dated the date hereof and addressed to the City, are accurate in all material respects.
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This letter is furnished by us as bond counsel to the City. No attorney-client relationship
has existed or exists between our firm and you in connection with the Bonds or by virtue of this
letter. Our engagement with respect to the Bonds has concluded with their issuance. We
disclaim any obligation to update this letter. This letter is delivered to you as underwriter of the
Bonds is solely for your benefit as such underwriter and is not to be used, circulated, quoted or
otherwise referred to or relied upon for any other purpose or by any other person. This letter is
not intended to, and may not, be relied upon by the owners of Bonds or any other party to whom
it is not specifically addressed.

Very truly yours,

ORRICK, HERRINGTON & SUTCLIFFE LLP

56 of 165



EXHIBIT G

OPINION OF THE CITY ATTORNEY

Stifel, Nicolaus & Company, Incorporated
One Ferry Building, Suite 275
San Francisco, California 94111

Re: North Natomas Community Facilities District No. 4, City of Sacramento, County of
Sacramento, State of California, Special Tax Refunding Bonds, Series E (2013)

Ladies and Gentlemen:

We have been acting as legal counsel for the City of Sacramento (the “City”) in
connection with the issuance and delivery of $ principal amount of North
Natomas Community Facilities District No. 4, City of Sacramento, County of Sacramento, State
of California, Special Tax Refunding Bonds, Series E (2013) (the “Bonds”). The Bonds are
being issued under a Master Indenture dated as of February 1, 1999, by and between the City
and BNY Western Trust Company, as supplemented and amended to date, and as
supplemented by a Fifth Supplemental Indenture dated as of July 1, 2013 (as supplemented
and amended, the “Indenture”), by and between the City and The Bank of New York Mellon
Trust Company, N.A., as trustee. We are providing this opinion to you in connection with the
Bond Purchase Contract, dated , 2013, between the City and Stifel, Nicolaus
& Company, Incorporated (the “Purchase Contract”), which among other things provides for
the purchase of the Bonds in the aggregate principal amount of $ . Unless
otherwise defined in this opinion, or unless the context otherwise requires, the capitalized terms
used below have the meanings given them in the Indenture or, if not defined in the Indenture, in
the Purchase Contract.

This opinion is governed by, and is to be interpreted in accordance with, the Legal
Opinions Accord included in the Third-Party Legal Opinion Report of the ABA Section of
Business Law (1991). This opinion is also governed by, and is to be interpreted in accordance
with, the “California Provisions” set out in the Business Law Section of the State Bar of
California Report on the Third-Party Legal Opinion Report of the ABA Section of Business Law
(dated May 1992). As a consequence, this opinion is subject to a number of qualifications,
exceptions, definitions, limitations on coverage, understandings, and other matters, all as more
particularly described in the Legal Opinions Accord and the California Provisions, and it must be
read in conjunction with those documents.

We have examined the Indenture and the Purchase Contract (collectively, the “City
Documents”) and the Bonds. Based on that examination and on our examination of such other
information, papers, and documents as we considered necessary or advisable to examine
before rendering an opinion (including the Constitution and laws of the State and the governing
instruments, ordinances, and public proceedings of the City), we have concluded that the
following statements are accurate as of the date of this opinion:

1. The City is a charter city duly organized and validly existing under its charter and the

Constitution and laws of the State, with full right and lawful authority (a) to adopt the
Resolution of Issuance; (b) to sign and deliver the City Documents, the Bonds, and all

G-1
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related documents; (c) to perform its obligations under the documents identified in clause
(b) of this paragraph; and (d) to issue the Bonds.

The North Natomas Community Facilities District No. 4, City of Sacramento, County of
Sacramento, State of California, is a community facilities district duly organized and validly
existing under the laws of the State, including the Mello-Roos Community Facilities Act of
1982 set out in the California Government Code beginning with section 53311 (the “Mello-
Roos Act”).

The City has duly and validly authorized, executed, and delivered the City Documents and
the Bonds. Hence, the City Documents and the Bonds constitute legal, valid, and binding
obligations of the City, enforceable against the City in accordance with their terms, except
as enforcement may be limited by—

(a) bankruptcy, insolvency, reorganization, moratorium, or similar laws relating to or
affecting creditors’ rights generally (including but not limited to fraudulent conveyance
laws); or

(b) general principles of equity, including but not limited to concepts of materiality,
reasonableness, and good faith and fair dealing; or

(c) the possible unavailability of specific performance or injunctive relief, whether in a
proceeding in equity or at law; or

(d) the exercise of judicial discretion in appropriate cases or the limitations on legal
remedies against public entities in the State.

At a public meeting called and held according to law with all public notice required by law
and at which a quorum was present and acting throughout, the Sacramento City Council
(the “City Council”) duly adopted the Resolution of Issuance, which is in full force and
effect and has not been amended, modified, or rescinded.

The City Council’s adoption of the Resolution of Issuance; the City’s execution and delivery
of the City Documents, the Bonds, the Final Official Statement, and all related documents;
the consummation of the transactions described in the Resolution of Issuance, the City
Documents, and all related documents; and the City’s compliance with the Resolution of
Issuance, the City Documents, the Bonds, and all related documents do not and will not in
any material way—

(a) conflict with, or constitute on the part of the City a violation of, or a breach of or default
under, any material indenture, mortgage, commitment, note, or other agreement or
instrument to which the City is a party or by which it is bound; or

(b) violate the City’s charter, the Mello-Roos Act, or the State Constitution; or

(c) violate any existing law, rule, regulation, ordinance, judgment, order, or decree that
applies to the City or to the members of the City Council or any of the City’s officers in

his or her capacity as an officer.

Except as described in the Official Statement, to our current, actual knowledge the City has
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not been served with process in, and has not been overtly threatened with, any action, suit,
proceeding, inquiry, or investigation, at law or in equity, before or by any court, public
board, or public body—

(a) that questions in any way the powers of the City Council in connection with the
issuance of the Bonds; or

(b) that questions in any way the validity of any proceeding taken by the City Council in
connection with the issuance of the Bonds; or

(c) in which an unfavorable decision, ruling, or finding is likely to have a material adverse
effect on the financial condition of the City or on the transactions described in the
Purchase Contract; or

(d) thatis likely to adversely affect the validity or enforceability of the Resolution of
Issuance, the Bonds, or the City Documents; or

(e) that questions in any other way the status of the Bonds under State tax laws or
regulations.

[ J
We express no opinion about any indemnification or contribution provision in the City
Documents. We also express no opinion about the City’s financial capacity or lack of financial
capacity. Finally, we express no opinion about the state or federal laws that pertain to the tax-
exempt status of the Bonds.
Sincerely yours,
James Sanchez

City Attorney

By:

Joseph Cerullo
Senior Deputy City Attorney
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PRELIMINARY OFFICIAL STATEMENT DATED , 2013

NEW ISSUE Rating: S&P: “ ”

See “RATING.”

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the City, based upon an analysis of existing laws, regulations,
rulings and court decisions, and assuming, among other matters, the accuracy of certain representations and compliance with certain
covenants, interest on the Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue
Code of 1986 and is exempt from State of California personal income taxes. In the further opinion of Bond Counsel, interest on the Bonds is
not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel observes
that such interest is included in adjusted current earnings when calculating corporate alternative minimum taxable income. Bond Counsel
expresses no opinion regarding any other tax consequences related to the ownership or disposition of, or the accrual or receipt of interest on,
the Bonds. See “LEGAL MATTERS — Tax Exemption.”

$ *

NORTH NATOMAS COMMUNITY FACILITIES DISTRICT NO. 4
CITY OF SACRAMENTO, COUNTY OF SACRAMENTO
STATE OF CALIFORNIA
SPECIAL TAX REFUNDING BONDS, SERIES E (2013)

Dated: Date of Delivery Due: September 1, as shown on inside cover.

Authority for Issuance. The bonds captioned above (the “Bonds”) are being issued by the City of Sacramento (the “City”), under
authority conferred on it by its North Natomas Community Facilities District No. 4, City of Sacramento, County of Sacramento, State of
California (the “District”), under the Mello-Roos Community Facilities Act of 1982, as amended (the “Act”), a resolution of the City Council of
the City adopted on June 25, 2013, and a Master Indenture dated as of February 1, 1999, by and between the City and The Bank of New York
Mellon Trust Company, N.A., as successor trustee (the “Trustee”), as supplemented and amended to date, and as supplemented and
amended by a Fifth Supplemental Indenture dated as of July 1, 2013 (collectively, the “Indenture”), by and between the City and the Trustee.
See “THE BONDS - Authority for Issuance.”

Security and Sources of Payment. The Bonds are secured by and payable from proceeds of Special Taxes (as defined in this Official
Statement) levied on property within the District according to the rate and method of apportionment of special tax approved by the City Council
and the eligible landowner voters in the District. The Bonds are also secured by and payable from moneys on deposit in certain funds held by
the Trustee under the Indenture. See “SECURITY FOR THE BONDS.”

Use of Proceeds. The Bonds are being issued to (a) refund certain outstanding series of special tax bonds of the City previously issued
for the District, (b) fund a debt service reserve fund for the Bonds and (c) pay the costs of issuing the Bonds. See “FINANCING PLAN.”

Bond Terms. Interest on the Bonds is payable on March 1, 2014, and semiannually thereafter on each March 1 and September 1. The
Bonds will be issued in denominations of $5,000 or integral multiples of $5,000. The Bonds, when delivered, will be initially registered in the
name of Cede & Co., as nominee of The Depository Trust Company (“DTC”), New York, New York. DTC will act as securities depository for
the Bonds. See “THE BONDS — General Bond Terms” and “APPENDIX D — DTC and the Book-Entry Only System.”

Redemption. The Bonds are subject to optional redemption, extraordinary redemption from prepaid Special Taxes, and mandatory
sinking fund redemption before maturity. See “THE BONDS - Redemption.”

THE BONDS ARE SPECIAL TAX OBLIGATIONS OF THE CITY AND THE INTEREST ON AND PRINCIPAL OF AND REDEMPTION
PREMIUMS, IF ANY, ON THE BONDS ARE PAYABLE SOLELY FROM THE PROCEEDS OF THE SPECIAL TAXES AND THE OTHER
FUNDS PROVIDED IN THE INDENTURE FOR SUCH PAYMENT. THE CITY IS NOT OBLIGATED TO PAY THE BONDS EXCEPT FROM
THE PROCEEDS OF THE SPECIAL TAXES AND SUCH OTHER FUNDS. THE GENERAL FUND OF THE CITY IS NOT LIABLE AND THE
FULL FAITH AND CREDIT OF THE CITY IS NOT PLEDGED FOR THE PAYMENT OF THE INTEREST ON OR PRINCIPAL OF OR
REDEMPTION PREMIUMS, IF ANY, ON THE BONDS, AND NO TAX OR ASSESSMENT OTHER THAN THE SPECIAL TAX WILL EVER
BE LEVIED OR COLLECTED TO PAY THE INTEREST ON OR PRINCIPAL OF OR REDEMPTION PREMIUMS, IF ANY, ON THE BONDS.
THE BONDS ARE NOT SECURED BY A LEGAL OR EQUITABLE PLEDGE OF OR CHARGE, LIEN OR ENCUMBRANCE UPON ANY OF
THE PROPERTY OF THE CITY OR ANY OF ITS INCOME OR RECEIPTS EXCEPT THE MONEY IN THE SPECIAL TAX FUND AND SUCH
OTHER FUNDS. THE PAYMENT OF THE INTEREST ON OR PRINCIPAL OF OR REDEMPTION PREMIUMS, IF ANY, ON THE BONDS IS
NOT A GENERAL DEBT, LIABILITY OR OBLIGATION OF THE CITY.

MATURITY SCHEDULE
(see inside cover)

This cover page contains certain information for quick reference only. It is not a summary of the issue. Potential investors
should read the entire Official Statement to obtain information essential to the making of an informed investment decision.
Investment in the Bonds involves risks that may not be appropriate for some investors. See “BONDOWNERS' RISKS” for a
discussion of special risk factors that should be considered in evaluating the investment quality of the Bonds.

The Bonds are offered when, as and if issued and accepted by the Underwriter, subject to approval as to their validity by Orrick,
Herrington & Sutcliffe LLP, bond counsel to the City, and subject to certain other conditions. Certain legal matters will be passed upon for the
City by the Office of the City Attorney. Jones Hall, A Professional Law Corporation, San Francisco, California, is serving as counsel to the
Underwriter. It is anticipated that the Bonds, in book-entry form, will be available for delivery on or about , 2013.

STIFEL
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offer to sell or a solicitation of an offer to buy nor shall there be any sale of these securities in any jurisdiction in which such offer solicitation or sale would be unlawful prior to registration or

This Preliminary Official Statement and the information contained herein are subject to completion or amendment. Under no circumstances shall this Preliminary Official Statement constitute an
qualification under the securities laws of such jurisdiction.


NHessel
Back to TOC


The date of this Official Statement is: , 2013.

* Preliminary; subject to change.
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MATURITY SCHEDULE*

(Base CUSIP+:

$
Maturity Principal
(September 1) Amount

CUSIPt

T Copyright 2013, American Bankers Association. CUSIP data in this Official Statement are provided by Standard & Poor's CUSIP Service
Bureau, a division of The McGraw-Hill Companies, Inc., and are provided for convenience of reference only. Neither the City nor the

Underwriter assumes any responsibility for the accuracy of CUSIP data.

* Preliminary; subject to change.
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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

No Offering May Be Made Except by this Official Statement. No dealer, broker, salesperson or other person has
been authorized to give any information or to make any representations with respect to the Bonds other than as contained in
this Official Statement. If given or made, such other information or representation must not be relied on as having been
authorized.

No Unlawful Offers or Solicitations. This Official Statement constitutes neither an offer to sell nor the solicitation of
an offer to buy in any state in which the offer or solicitation is not authorized or the person making the offer or solicitation is not
qualified to do so, or to any person to whom it is unlawful to make the offer or solicitation.

Effective Date. This Official Statement speaks only as of its date, and the information and expressions of opinion it
contains are subject to change without notice. Neither the delivery of this Official Statement nor any sale of the Bonds will,
under any circumstances, create any implication that there has been no change in the affairs of the City, the District, any other
parties described in this Official Statement, or in the condition of property within the District since the date of this Official
Statement.

Use of this Official Statement. This Official Statement is submitted in connection with the sale of the Bonds and
may not be reproduced or used, in whole or in part, for any other purpose. It is not a contract with the purchasers of the
Bonds.

Preparation of this Official Statement. The information contained in this Official Statement has been obtained from
sources that are believed to be reliable, but is not guaranteed as to accuracy or completeness.

The Underwriter has provided the following sentence for inclusion in this Official Statement: The Underwriter has
reviewed the information in this Official Statement in accordance with, and as part of, its responsibilities to investors under the
federal securities laws as applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee
the accuracy or completeness of such information.

Document References and Summaries. All references to and summaries of the Indenture or other documents
contained in this Official Statement are subject to the provisions, and do not purport to be complete statements, of those
documents.

Stabilization of and Changes to Offering Prices. The Underwriter may overallot or take other steps that stabilize
or maintain the market price of the Bonds at a level above that which might otherwise prevail in the open market. If
commenced, the Underwriter may discontinue that market stabilization at any time. The Underwriter may offer and sell the
Bonds to certain dealers, dealer banks and banks acting as an agent at prices lower than the public offering prices stated on
the inside cover page of this Official Statement, and those public offering prices may be changed from time to time by the
Underwriter.

Bonds Exempt from Securities Laws Registration. The issuance and sale of the Bonds have not been registered
under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, in reliance on
exemptions for the issuance and sale of municipal securities provided under Section 3(a)(2) of the Securities Act of 1933 and
Section 3(a)(12) of the Securities Exchange Act of 1934.

Estimates and Projections. Certain statements included or incorporated by reference in this Official Statement
constitute “forward-looking statements” within the meaning of the United States Private Securities Litigation Reform Act of
1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and Section 27A of the United States
Securities Act of 1933, as amended. The statements are generally identifiable by terminology such as “plan,” “expect,”
“estimate,” or “budget” or other similar words.

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN FORWARD-
LOOKING STATEMENTS MADE IN THIS OFFICIAL STATEMENT INVOLVES KNOWN AND UNKNOWN RISKS,
UNCERTAINTIES AND OTHER FACTORS THAT MAY CAUSE ACTUAL RESULTS, PERFORMANCE OR ACHIEVEMENTS
DESCRIBED TO BE MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS
EXPRESSED OR IMPLIED BY THE STATEMENTS. THE CITY DOES NOT PLAN TO ISSUE ANY UPDATES OR
REVISIONS TO THE FORWARD-LOOKING STATEMENTS IF OR WHEN ITS EXPECTATIONS, OR EVENTS,
CONDITIONS OR CIRCUMSTANCES ON WHICH THE STATEMENTS ARE BASED OCCUR.

Internet Site. The City maintains an Internet website, but the information that it contains is not
incorporated in this Official Statement.
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OFFICIAL STATEMENT

$—*

NORTH NATOMAS COMMUNITY FACILITIES DISTRICT NO. 4
CITY OF SACRAMENTO, COUNTY OF SACRAMENTO
STATE OF CALIFORNIA
SPECIAL TAX REFUNDING BONDS, SERIES E (2013)

INTRODUCTION

This Official Statement, including the cover page, inside cover and attached appendices, is
provided to furnish information regarding the bonds captioned above (the “Bonds”) to be issued by the
City of Sacramento (the “City”), under authority conferred on it by its North Natomas Community
Facilities District No. 4, City of Sacramento, County of Sacramento, State of California (the “District”).

This introduction is not a summary of this Official Statement. It is only a brief description of and
guide to, and is qualified by, more complete and detailed information contained in the entire Official
Statement, including the cover page, the inside cover and attached appendices, and the documents
summarized or described in this Official Statement. A full review should be made of the entire Official
Statement. The offering of the Bonds to potential investors is made only by means of the entire Official
Statement.

Capitalized terms used but not defined in this Official Statement have the definitions given in the
Indenture (as defined below).

Authority for Issuance of the Bonds. The Bonds are being issued under the Mello-Roos
Community Facilities Act of 1982, as amended (the “Act”), a resolution of the City Council of the City
adopted on June 25, 2013 (the “Resolution of Issuance”), and a Master Indenture dated as of
February 1, 1999, by and between the City and The Bank of New York Mellon Trust Company, N.A., as
successor trustee (the “Trustee”), as supplemented and amended to date, and as supplemented and
amended by a Fifth Supplemental Indenture dated as of July 1, 2013 (collectively, the “Indenture”), by
and between the City and the Trustee. See “THE BONDS — Authority for Issuance.”

The District. The District currently includes 8,770 parcels developed with single-family
detached homes, condominiums, and commercial/retail properties, that are currently subject to the levy
of the Special Taxes (as defined below). The District is located in the northern part of the City, adjacent
to its border with the County of Sacramento (the “County”), in an area known as North Natomas.

The District was formed and established by the City Council of the City (the “City Council”)
under the Act, a resolution adopted by the City Council following a public hearing, and a landowner
election at which the qualified electors of the District authorized the City to incur bonded indebtedness
for the District and approved the levy of special taxes. See “THE DISTRICT — Formation and
Background.”

The City. For economic and demographic information regarding the area in and around the
City, see “APPENDIX A.”
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Purpose of the Bonds. The Bonds are being issued to (a) refund certain outstanding series of
special tax bonds of the City previously issued for the District (the “Prior Bonds”), (b) fund a debt
service reserve fund for the Bonds and (c) pay the costs of issuing the Bonds. See “FINANCING
PLAN.”

Redemption of Bonds Before Maturity. The Bonds are subject to optional redemption,
extraordinary redemption from prepaid Special Taxes, and mandatory sinking fund redemption before
maturity. See “THE BONDS — Redemption.”

Security and Sources of Payment for the Bonds. The City annually levies special taxes on
the property in the District (the “Special Taxes”) in accordance with the Rate and Method of
Apportionment of Special Tax (the “‘Rate and Method”) approved by the qualified electors of the
District. The Bonds are secured by and payable from the proceeds of the Special Taxes. The Bonds
will also be secured by and payable from moneys on deposit in certain funds established and held by
the Trustee under the Indenture. See “SECURITY FOR THE BONDS.”

Limited Obligations of Each Tax Zone. The Rate and Method delineates four Tax Zones
within the District, and provides that each Tax Zone is responsible only for its allocated share of the
“Annual Costs” for each year (generally defined as debt service, administrative expenses,
replenishment of the bond reserve fund, and delinquencies for the previous fiscal year plus those
anticipated in the current fiscal year). Accordingly, although the Bonds are payable on a parity from
available money in the Special Tax Fund, a type of limited cross-collateralization exists among Tax
Zones, in that each Tax Zone's responsibility for Annual Costs is limited to that Tax Zone's allocated
share. See “SECURITY FOR THE BONDS - Rate and Method,” APPENDIX B and “THE DISTRICT -
Allocated Share of Annual Costs and Limited Obligations of Each Tax Zone.”

Covenant to Foreclose. The City has covenanted in the Indenture to cause foreclosure
proceedings to be commenced and prosecuted against parcels with delinquent installments of the
Special Taxes under certain conditions. See “SECURITY FOR THE BONDS - Covenant to Foreclose.”

Risk Factors Associated with Purchasing the Bonds. Investment in the Bonds involves
risks that may not be appropriate for some investors. See “BOND OWNERS' RISKS” for a discussion
of certain risk factors which should be considered, in addition to the other matters set forth in this
Official Statement, in considering the investment quality of the Bonds.
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FINANCING PLAN
Refunding Plan

The Prior Bonds consist of four series of special tax bonds previously issued for the purpose of
financing certain public improvements within the District, as follows:

* North Natomas Community Facilities District No. 4, City of Sacramento, County of
Sacramento, State of California, Special Tax Bonds, Series A (1999) (the "Series A Bonds"),
which were issued in the original principal amount of $16,215,000 and are currently outstanding
in the principal amount of $11,455,000;

* North Natomas Community Facilities District No. 4, City of Sacramento, County of
Sacramento, State of California, Special Tax Bonds, Series B (2001) (the "Series B Bonds"),
which were issued in the original principal amount of $12,750,000 and are currently outstanding
in the principal amount of $12,300,000;

* North Natomas Community Facilities District No. 4, City of Sacramento, County of
Sacramento, State of California, Special Tax Bonds, Series C (2003) (the "Series C Bonds"),
which were issued in the original principal amount of $29,765,000 and are currently outstanding
in the principal amount of $27,930,000; and

* North Natomas Community Facilities District No. 4, City of Sacramento, County of
Sacramento, State of California, Special Tax Bonds, Series D (2006) (the "Series D Bonds"),
which were issued in the original principal amount of $26,210,000 and are currently outstanding
in the principal amount of $24,175,000.

See “THE DISTRICT — Formation and Background.”

All the outstanding Prior Bonds will be redeemed in full, on a current basis, on September 1,
2013 (the “Redemption Date”), at the redemption prices listed below (expressed as a percentage of
the principal amount of each series to be redeemed), together with interest coming due and payable on
the Redemption Date.

Series A Bonds 100%
Series B Bonds 100%
Series C Bonds 101%
Series D Bonds 103%

In order to accomplish the refunding plan, a portion of the net proceeds of the Bonds, together
with certain other funds on hand with respect to the Prior Bonds, will be transferred to The Bank of New
York Mellon Trust Company, N.A., as escrow agent for the Prior Bonds (the “Escrow Agent”), for
deposit into an escrow fund (the “Escrow Fund”) to be established under an Escrow Agreement dated
as of July 1, 2013, between the City and the Escrow Agent.

The Escrow Agent will hold the amounts on deposit in the Escrow Fund in cash, uninvested.
These funds will be sufficient to pay and redeem the Prior Bonds in full on the Redemption Date. See
“VERIFICATION OF MATHEMATICAL ACCURACY.”

Amounts on deposit in the Escrow Fund are not available to pay debt service on the Bonds.
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Estimated Sources and Uses of Funds

The estimated sources and uses of funds related to the Bonds is set forth below.

SOURCES

Principal Amount of Bonds $
Plus/Less: Net Original Issue Premium/Discount
Plus: Funds Related to Prior Bonds

Total Sources $
USES
Deposit into Escrow Fund [1] $

Deposit into Bond Reserve Fund [2]
Deposit into Costs of Issuance Account [3]
Underwriter’s Discount

Total Uses $
[1] Will be used to defease and refund the Prior Bonds. See “~Refunding Plan” above.
[2] Equal to the Reserve Requirement with respect to the Bonds as of their date of delivery.
[3] Includes, among other things, the fees and expenses of Bond Counsel, the cost of printing the

Preliminary Official Statement and Final Official Statement, fees and expenses of the Trustee and
Escrow Agent, and fees of the Verification Agent, rating agency, and Special Tax Consultant.
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THE BONDS

This section generally describes the terms of the Bonds contained in the Indenture, which is
summarized in more detail in APPENDIX C. Capitalized terms used but not defined in this section are
defined in APPENDIX C.

Authority for Issuance

The Bonds are issued under the Act, the Resolution of Issuance and the Indenture. Under the
Resolution of Issuance, the Bonds may be issued in a maximum principal amount of

$

General Bond Terms

Dated Date, Maturity and Authorized Denominations. The Bonds will be dated their date of
delivery and will mature in the amounts and on the dates set forth on the inside cover page of this
Official Statement. The Bonds will be issued in fully registered form in denominations of $5,000 or any
integral multiple of $5,000.

Calculation of Interest. Interest will be calculated on the basis of a 360-day year composed of
twelve 30-day months. The Bonds will bear interest at the annual rates set forth on the inside cover
page of this Official Statement, payable semiannually on each March 1 and September 1, commencing
March 1, 2014 (each, an “Interest Payment Date”).

Each Bond will bear interest from the Interest Payment Date next preceding its date of
authentication, unless it is authenticated on a day during the period from the 16th day of the month next
preceding an Interest Payment Date to such Interest Payment Date, both dates inclusive, in which
event it will bear interest from such Interest Payment Date, or unless it is authenticated on a day on or
before the 15th day of the month next preceding the first Interest Payment Date, in which event it will
bear interest from its date; provided, that if at the time of authentication of any Bond interest is then in
default on any Outstanding Bonds, such Bond will bear interest from the Interest Payment Date to
which interest has previously been paid or made available for payment on the Outstanding Bonds.

DTC and Book-Entry Only System. DTC will act as securities depository for the Bonds. The
Bonds will be issued as fully-registered securities registered initially in the name of Cede & Co. (DTC’s
partnership nominee). See APPENDIX D — “DTC AND THE BOOK-ENTRY ONLY SYSTEM.”

Payments of Interest and Principal. For so long as DTC is used as depository for the Bonds,
principal of, premium, if any, and interest payments on the Bonds will be made solely to DTC or its
nominee, Cede & Co., as registered owner of the Bonds, for distribution to the beneficial owners of the
Bonds in accordance with the procedures adopted by DTC.

Payment of interest on the Bonds due on or before the maturity or prior redemption thereof will
be made only to the person whose name appears in the registration books required to be kept by the
Trustee pursuant to the Indenture as the registered owner thereof at the close of business as of the
15th day of the month next preceding each Interest Payment Date, such interest to be paid by check
mailed by first class mail to such registered owner at his address as it appears on such books (except
that in the case of a Holder of $1,000,000 or more in aggregate principal amount of Outstanding Bonds,
payment will be made at such Holder’s option by federal wire transfer of immediately available funds
according to written instructions provided by such Holder to the Trustee at least 15 days before such
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interest payment date to an account in a bank or trust company or savings bank that is a member of the
Federal Reserve System and that is located in the United States of America).

Payment of the principal of and redemption premiums, if any, on the Bonds will be made only to
the person whose name appears in the registration books required to be kept by the Trustee pursuant
to the Indenture as the registered owner thereof, such principal and redemption premiums, if any, to be
paid only on the surrender of the Bonds at the Principal Corporate Trust Office of the Trustee at
maturity or on redemption prior to maturity.

Redemption

Optional Redemption. The Bonds maturing on or after September 1, 20__, are subject to
optional redemption by the City prior to their respective stated maturity dates, as a whole or in part on
any date on or after March 1, 20__, from any source of available funds, upon mailed notice as provided
in the Indenture, at a redemption price equal to the principal amount thereof to be redeemed, together
with accrued interest thereon to the date of redemption, without premium.

Extraordinary Redemption from Special Tax Prepayments. The Bonds are subject to
extraordinary redemption by the City prior to their respective stated maturity dates, as a whole or in part
on any Interest Payment Date, solely from prepayments of the Special Tax, upon mailed notice as
provided in the Indenture, at the following redemption prices (expressed as a percentage of the
principal amount of Bonds or portions thereof called for redemption), together with accrued interest
thereon to the date of redemption:

Redemption
Redemption Date Price
Any Interest Payment Date through March 1, 20__ %
September 1,20 and March 1, 20___
September 1, 20___ and any Interest Payment Date thereafter 100%

Mandatory Sinking Fund Redemption. Under the Indenture, Sinking Fund Account Payments
are established for the mandatory redemption and payment of the Bonds maturing on September 1,
20__, which will become due during the years ending on the dates and in the amounts set forth in the
table below.

Sinking Fund
Redemption Date Principal Amount
(September 1) To Be Redeemed
(Maturity)

However, if any of the Bonds maturing on September 1, 20__are optionally redeemed as
described above, the amounts of the Sinking Fund Account Payments for the Bonds maturing on
September 1, 20__ will be reduced proportionately by the principal amount of all such Bonds so
optionally redeemed.

Selection of Bonds for Redemption. |If less than all the Outstanding Bonds are to be

redeemed at the option of the City at any one time, the City will select the maturity date or dates of the
Bonds to be redeemed, and if less than all the Outstanding Bonds of any one maturity date are to be
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redeemed at any one time, the Trustee will select the Bonds or the portions thereof of such maturity
date to be redeemed in integral multiples of $5,000 in any manner that it deems appropriate.

Notice of Redemption. The Trustee will mail a notice of redemption pursuant to the respective
Holders of all Bonds selected for redemption in whole or in part and to all securities depositories and
securities information services selected by the City and designated to the Trustee in writing to comply
with custom or the rules of any securities exchange or commission or brokerage board or otherwise as
may be determined by the City in its sole discretion and to the original underwriter or first purchaser of
the Bonds selected for redemption.

Any notice required to be given by mail to any Holders or to any securities depositories or
securities information services or to the original underwriter or first purchaser of the Bonds (including
without limitation redemption notices) will be given by mailing a copy of such notice, first class postage
prepaid, to such Holders at their addresses appearing in the registration books required to be kept by
the Trustee or to such securities depositories or securities information services or to such underwriter
not less than 30 days nor more than 90 days following the action or prior to the event concerning which
notice thereof is required to be given; provided, that neither failure to receive any such notice nor any
immaterial defect contained therein will affect the sufficiency or validity of the proceedings taken in
connection with the action or the event concerning which such notice was given.

However, while the Bonds are subject to DTC’s book-entry system, the Trustee will be required
to give notice of redemption only to DTC as provided in the letter of representations executed by the
City and received and accepted by DTC. DTC and the Participants will have sole responsibility for
providing any such notice of redemption to the beneficial owners of the Bonds to be redeemed. Any
failure of DTC to notify any Participant, or any failure of Participants to notify the Beneficial Owner of
any Bonds to be redeemed, of a notice of redemption or its content or effect will not affect the validity of
the notice of redemption, or alter the effect of redemption set forth in the Indenture.

Conditional Redemption Notice and Rescission of Redemption. With respect to any notice
of optional or extraordinary redemption of the Bonds, unless, upon the giving of such notice, such
Bonds are deemed to have been paid within the meaning of the defeasance provisions of the
Indenture, such redemption notice will state that such redemption will be conditional upon the receipt by
the Trustee on or prior to the date fixed for such redemption of amounts sufficient to pay the principal
of, and premium, if any, and interest on, such Bonds to be redeemed, and that if such amounts have
not been so received, the notice will be of no force and effect and the City will not be required to
redeem such Bonds. If any such notice of redemption contains such a condition and such amounts are
not so received, the redemption will not be made and the Trustee will within a reasonable time
thereafter give notice to the Holders of the Bonds to the effect that such amounts were not so received
and such redemption was not made, such notice to be given by the Trustee in the manner in which the
notice of redemption was given. Such failure to redeem such Bonds will not constitute an Event of
Default under the Indenture.

Any notice of optional or extraordinary redemption of Bonds may be rescinded by written notice
given to the Trustee by the City no later than 5 Business Days prior to the date specified for
redemption. The Trustee will give notice of such rescission as soon thereafter as practicable in the
same manner, and to the same parties, as notice of such redemption was given.

Effect of Redemption. If notice of redemption has been duly given as required by the
Indenture, and money for the payment of the principal of and redemption premiums, if any, on, together
with interest to the redemption date on, the Bonds or portions thereof so called for redemption is held
by the Trustee, then on the redemption date designated in such notice, such Bonds or such portions
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thereof will become due and payable, and from and after the date so designated interest on the Bonds
or such portions thereof so called for redemption will cease to accrue and the Holders of such Bonds
will have no rights in respect thereof except to receive payment of the principal or such portions thereof
and the redemption premiums, if any, thereon and the interest accrued thereon to the redemption date.

Registration, Transfer and Exchange

The Trustee will keep or cause to be kept at its Trust Office sufficient records for the registration
and transfer of the Bonds. The Bonds are subject to transfer and exchange under the conditions set
forth in the Indenture.

The provisions of the Indenture regarding the exchange and transfer of the Bonds apply only
during any period in which the Bonds are not subject to DTC’s book-entry system. While the Bonds are
subject to DTC’s book-entry system, their exchange and transfer will be effected through DTC and the
Participants and will be subject to the procedures, rules and requirements established by DTC. See
‘APPENDIX D — DTC and the Book-Entry Only System.”

No Issuance of Additional Bonds
The City will covenant in the Fifth Supplemental Indenture that, for so long as the Bonds are

Outstanding, it will not issue any additional bonds except for the purpose of refunding any Bonds then
Outstanding.
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Debt Service Schedule

The following table presents the annual debt service on the Bonds (including sinking fund
redemptions), assuming there are no optional redemptions.

Total Debt
Payment Date Principal Interest Debt Service Service
3/1/14
9/1/14
3/1/15
9/1/15
3/1/16
9/1/16
31117
9/1/17
3/1/18
9/1/18
3/1/19
9/1/19
3/1/20
9/1/20
3/1/21
9/1/21
3/1/22
9/1/22
3/1/23
9/1/23
3/1/24
9/1/24
3/1/25
9/1/25
3/1/26
9/1/26
311727
9/1/27
3/1/28
9/1/28
3/1/29
9/1/29
3/1/30
9/1/30
3/1/31
9/1/31
3/1/32
9/1/33
3/1/33
9/1/33
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SECURITY FOR THE BONDS

This section generally describes the security for the Bonds set forth in the Indenture, which is
summarized in more detail in APPENDIX C. Capitalized terms used but not defined in the section are
defined in APPENDIX C.

General

The Bonds are secured by and payable from the proceeds of the Special Taxes and moneys
deposited in the Bond Redemption Fund and Bond Reserve Fund, and in the Special Tax Fund until
disbursed as provided in the Indenture.

The “Special Tax” is defined in the Indenture as the special tax authorized to be levied and
collected annually on all Taxable Land in the District under the Act at the special election held in the
District.

Limited Obligation

The Bonds are special tax obligations of the City and the interest on and principal of and
redemption premiums, if any, on the Bonds are payable solely from the proceeds of the Special
Taxes and the other funds provided in the Indenture for such payment. The City is not obligated
to pay the Bonds except from the proceeds of the Special Taxes and such other funds. The
general fund of the City is not liable and the full faith and credit of the City is not pledged for the
payment of the interest on or principal of or redemption premiums, if any, on the Bonds, and no
tax or assessment other than the Special Tax will ever be levied or collected to pay the interest
on or principal of or redemption premiums, if any, on the Bonds.

The Bonds are not secured by a legal or equitable pledge of or charge, lien or
encumbrance upon any of the property of the City or any of its income or receipts except the
money in the Special Tax Fund and such other funds. The payment of the interest on or
principal of or redemption premiums, if any, on the Bonds is not a general debt, liability or
obligation of the City.

Special Taxes

Covenant to Levy Special Taxes. So long as any Bonds are Outstanding, under the
Indenture, the City agrees to annually levy the Special Tax against all Taxable Land in the District and
make provision for the collection of the Special Tax in amounts that will be sufficient, together with the
money then on deposit in the Bond Redemption Fund, after making reasonable allowances for
contingencies and errors in the estimates, to yield proceeds equal to the amounts required for
compliance with the agreements, conditions, covenants and terms contained in the Indenture, and
which in any event will be sufficient to pay the interest on and principal of and Sinking Fund Account
Payments for and redemption premiums, if any, on the Bonds as they become due and payable and to
replenish the Bond Reserve Fund (or to reinstate any surety bond issued in whole or partial satisfaction
thereof) and to pay all current Expenses as they become due and payable in accordance with the
provisions and terms of the Indenture.

In determining the amount of the annual levy of the Special Tax, the Indenture requires the City

to take into account any amount of money expected to be released from the Bond Reserve Fund and
deposited into the Bond Redemption Fund as a result of excess funds in the Bond Reserve Fund.
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Manner of Collection. The Special Tax will be collected in the same manner as ordinary ad
valorem property taxes for the County are collected and, except as otherwise provided in the Indenture
or the Act, will be subject to the same penalties and the same collection procedure, sale, and lien
priority in case of delinquency as is provided for ad valorem property taxes.

Because the Special Tax levy is limited to the maximum Special Tax rates set forth in the Rate
and Method, no assurance can be given that, in the event of Special Tax delinquencies, the receipts of
Special Taxes will, in fact, be collected in sufficient amounts in any given year to pay debt service on
the Bonds.

Rate and Method

The following is a summary of certain provisions of the Rate and Method. This summary does
not purport to be comprehensive and reference should be made to the Rate and Method attached as
APPENDIX B. All capitalized terms not defined in this section have the meanings provided in the Rate
and Method.

Classification of Parcels. By May 1 of each Fiscal Year, using the definitions set forth in the
Rate and Methods, the parcel records of the Assessor's Secured Tax Roll as of January 1, and other
City development approval records, the City will classify the parcels in the District as follows:

1. Each Parcel will be classified as a Tax-Exempt Parcel, Taxable Parcel or
Reimbursement Parcel.

However, Taxable Parcels that are acquired by a public agency after the District is
formed will remain subject to the applicable Special Tax unless the Special Tax obligation is
satisfied pursuant to Section 53317.5 of the Act. An exception to this may be made if Public
Parcels, such as a school site, are relocated and the previously Tax-Exempt Parcels of
comparable acreage become Taxable Parcels. This trading of Parcels will be permitted to the
extent that there is no net loss in maximum Special Tax revenue.

2. Each Taxable Parcel will be identified according to the Tax Zone that it is located in.

3. Each Taxable Parcel within its specified Tax Zone will be further classified as a
Developed Parcel, Developable Parcel, Development-Restricted Parcel, Veteran Developed
Parcel or Prepayment Parcel. Once classified as a Developed Parcel, no Parcel will be
removed from the Developed classification unless the special use permit expires, is revoked, is
otherwise terminated, or the Parcel is classified as a Veteran Developed Parcel, or becomes a
Prepayment Parcel.

4. If a Final Subdivision Map has Detached Residential Units with different lot size
groups (e.g. 4,500 square foot lots and 6,000 square foot lots), each Developed Parcel will be
further classified according to the calculated median lot size in each of the lot size groups. This
is to avoid an outlying lot size in a Developed Parcel from paying a different tax rate.

Assignment of Maximum Annual Special Tax. The City will assign the appropriate Maximum
Annual Special Tax for the Fiscal Year of the tax levy to each Taxable Parcel as follows (except
Prepayment Parcels, as further set forth below):

1. Developed Parcels and Veteran Developed Parcels. Attachment 1 to the Rate and
Method shows the Maximum Special Tax Rates per unit for Developed Parcels and Veteran
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Developed Parcels by Fiscal Year. The only change in the Maximum Annual Special Tax for a
Developed Parcel will be if a Prepayment occurs after the Development Year in accordance with
the Rate and Method.

2. Developable Parcels. Attachment 1 to the Rate and Method shows the Maximum
Special Tax Rates for Developable Parcels by Fiscal Year. Recorded Final Use Parcels will be
taxed per Net Acre. Recorded Large Lot Parcels will be taxed per Gross Developable Acre.

3. Development-Restricted Parcels. The Maximum Special Tax Rates for Development-
Restricted Parcels is shown in the far right column of Attachment 1 to the Rate and Method.
Tentative Map Parcels and Unmapped Parcels will be taxed per Gross Acre.

Reimbursement Parcels. The Maximum Special Tax Rate for a Reimbursement Parcel will be
set to zero until it is reclassified as a Developed Parcel.

Conversion of a Public Parcel to a Taxable Parcel. If a Public Parcel is not needed for public
use and is converted to a taxable use, it will become subject to the Special Tax. The Maximum Annual
Special Tax for such a Parcel will be assigned as described above.

Reclassification of a Non-Participating Parcel from Tax-Exempt status to Taxable status.
Once a Non-Participating Parcel records a Master Parcel Map, the Parcel must be reclassified as a
Taxable Parcel, and will be classified as a Developable Parcel, or a Parcel of higher tax status. The
Maximum Annual Special Tax for such a Parcel will be assigned as described above.

Annexation Parcels. Parcels annexing to the District will have their Maximum Special Tax rate
assigned by following the procedures described above.

Calculating Annual Special Taxes. The City will compute the Annual Costs for each Tax
Zone, and determine the Maximum Annual Special Tax for each parcel based on the assignment in the
Special Tax described above. The City will then determine the tax levy for each parcel using the
following process:

A. Compute the share of Annual Costs for each Tax Zone by the following steps:

» Determine share of total facilities costs funded by District bonds for each Tax
Zone. For each series of bonds issued, the share of total facilities costs funded by
District bonds will be set at the time of sale of bonds, and will be used until all bonds for
that issue have been retired.

* Add the total pay-as-you-go expenditures for the present and prior year for each
Tax Zone.

* Add the allocation of bond-funded costs and pay-as-you-go expenditures for
each Tax Zone.

* Determine the percentage share of bond-funded facilities cost and pay-as-you-
go expenditures for each Tax Zone. Calculate this by dividing the result of the last step
by total bond-funded costs and pay-as-you-go expenditures in the District.

* Multiply Annual Costs by the percentage share to determine the allocation of
Annual Costs for each Tax Zone.
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B. For each Tax Zone, calculate the Special Tax for each Taxable Parcel by the
following steps:

* Determine if sufficient special tax revenues are available by taxing each
Developed Parcel at 100% of its Maximum Annual Special Tax. If revenues are greater
than the Annual Costs assigned to the Tax Zone, the tax is reduced proportionately
against Developed Parcels until the tax levy is set at an amount sufficient to cover
Annual Costs.

* If revenues from taxing Developed Parcels at 100% of their Maximum Annual
Special Tax are not sufficient, the City will then proportionately levy the tax on
Developable Parcels up to 100% of their Maximum Annual Special Tax until the tax levy
is set at an amount sufficient to cover each Tax Zone's Annual Costs.

* If revenues from taxing Developed and Developable Parcels is not sufficient,
Development-Restricted Parcels will be levied up to 100% of their Maximum Annual
Special Tax.

* If revenues are still not sufficient to pay for the Annual Cost, the City will then
proportionately tax Veteran Developed Parcels up to 100% of the Maximum Special
Annual Tax until the tax levy is set at an amount sufficient to cover Annual Costs.

C. Levy on each Taxable Parcel the amount calculated above.

D. Prepare the Tax Collection Schedule listing the Special Tax levy for each Taxable
Parcel and send it to the County Auditor-Controller requesting that it be placed on the general
secured property tax roll for the Fiscal Year. The Tax Collection Schedule will not be sent later
than the date required by the Auditor-Controller for such inclusion.

Prepayment of Special Tax. The Rate and Method provides that, with a Prepayment, a
landowner may permanently satisfy the Special Tax obligation for one or more parcels, under the
conditions set forth in the Rate and Method. By exercising the right to Prepayment, a landowner can
eliminate the future annual Special Tax liability for one or more parcels.

Covenant to Foreclose

Sale of Property for Nonpayment of Taxes. The Indenture provides that the Special Taxes
are to be collected in the same manner as ordinary ad valorem property taxes are collected and, except
as provided in the special covenant for foreclosure described below and in the Act, is to be subject to
the same penalties and the same procedure, sale and lien priority in case of delinquency as is provided
for ad valorem property taxes. Under these procedures, if taxes are unpaid for a period of five years or
more, the property is subject to sale by the County.

Foreclosure Under the Act. Under Section 53356.1 of the Act, if any delinquency occurs in
the payment of the Special Tax, the City may order the institution of a Superior Court action to foreclose
the lien therefor within specified time limits. In such an action, the real property subject to the unpaid
amount may be sold at judicial foreclosure sale.

Under the Indenture, the City makes the following covenants for the benefit of the Owners of the
Bonds regarding enforcement of the Special Taxes.
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The City will annually on or before October 1 of each year review the public records of the
County relating to the collection of the Special Tax in order to determine the amount of the Special Tax
collected in the prior Fiscal Year, and

(a) on the basis of such review the City will, not later than the succeeding December 1,
institute foreclosure proceedings as authorized by the Act against all parcels that are delinquent
in the payment of such Special Tax in such Fiscal Year by $1,000 or more in order to enforce
the lien of all such delinquent installments of such Special Tax, and will diligently prosecute and
pursue such foreclosure proceedings to judgment and sale, and

(b) on the further basis of such review, if the City determines that the total amount so
collected is less than 95% of the total amount of the special tax levied in such Fiscal Year, the
City will, not later than the succeeding December 1, institute foreclosure proceedings as
authorized by the Act against all parcels that are delinquent in the payment of such Special Tax
in such Fiscal Year to enforce the lien of all the delinquent installments of such Special Tax, and
will diligently prosecute and pursue such foreclosure proceedings to judgment and sale;

provided, that any actions taken to enforce delinquent Special Tax liens will be taken only consistent
with Sections 53356.1 through 53356.7, both inclusive, of the Act; and provided further, that the City will
not be obligated to enforce the lien of any delinquent installment of the Special Tax for any Fiscal Year
in which the City receives 100% of the amount of such installment from the County pursuant to the so-
called "Teeter Plan" (as described below).

Teeter Plan. The Board of Supervisors of the County has adopted the Alternative Method of
Distribution of Tax Levies and Collections and of Tax Sale Proceeds (the “Teeter Plan”), as provided
for in the California Revenue and Taxation Code beginning at Section 4701. Under the Teeter Plan,
each entity levying property taxes in the County may draw on the amount of uncollected secured taxes
credited to its fund, in the same manner as if the amount credited had been collected.

The County currently includes the District in the Teeter Plan, and thus the City currently
receives 100% of Special Taxes levied in exchange for foregoing any interest and penalties collected
on delinquent taxes.

So long as the Teeter Plan remains in effect and the County continues to include the District in
the Teeter Plan, the City’s receipt of revenues with respect to the levy of Special Taxes will not be
dependent upon actual collections of Special Taxes by the County.

However, under the statute creating the Teeter Plan, the Board of Supervisors of the County
could, under certain circumstances, terminate the Teeter Plan in its entirety. In addition, the Board of
Supervisors of the County could terminate the Teeter Plan with respect to the District if the delinquency
rate for all ad valorem property taxes levied within the District in any year exceeds 3%, and for
individual parcels within the District. If the Teeter Plan were terminated with regard to the secured tax
roll, the amount of the levy of ad valorem property taxes in the District would depend upon the
collections of the ad valorem property taxes and delinquency rates experienced with respect to the
parcels within the District.

Sufficiency of Foreclosure Sale Proceeds; Foreclosure Limitations and Delays. No

assurances can be given that the real property subject to a judicial foreclosure sale will be sold or, if
sold, that the proceeds of sale will be sufficient to pay any delinquent Special Tax installment. The Act
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does not require the City to purchase or otherwise acquire any lot or parcel of property foreclosed upon
if there is no other purchaser at such sale.

Section 53356.6 of the Act requires that property sold pursuant to foreclosure under the Act be
sold for not less than the amount of judgment in the foreclosure action, plus post-judgment interest and
authorized costs, unless the consent of the owners of 75% of the outstanding Bonds is obtained.
However, under Section 53356.5 of the Act, the City, as judgment creditor, is entitled to purchase any
property sold at foreclosure using a “credit bid,” where the City could submit a bid crediting all or part of
the amount required to satisfy the judgment for the delinquent amount of the Special Taxes. If the City
becomes the purchaser under a credit bid, the City must pay the amount of its credit bid into the
redemption fund established for the Bonds, but this payment may be made up to 24 months after the
date of the foreclosure sale.

Foreclosure by court action is subject to normal litigation delays, the nature and extent of which
are largely dependent on the nature of the defense, if any, put forth by the debtor and the Superior
Court calendar. In addition, the ability of the City to foreclose the lien of delinquent unpaid Special
Taxes may be limited in certain instances and may require prior consent of the property owner if the
property is owned by or in receivership of the Federal Deposit Insurance Corporation (the “FDIC”). See
“BOND OWNERS' RISKS - Bankruptcy and Foreclosure Delays.”

Special Tax Fund

Establishment and Deposits. Under the Indenture, the City agrees and covenants that all
proceeds of the Special Tax, when and as received, will be received and held by it in trust under the
Indenture, and will be deposited as and when received in the Special Tax Fund, which has been
established in the treasury of the City, and which the City agrees and covenants to maintain with the
Treasurer so long as any Bonds are Outstanding. All money in the Special Tax Fund will be accounted
for separately and apart from all other accounts, funds, money or other resources of the City, and will
be disbursed, allocated and applied solely to the uses and purposes set forth in the Indenture and
described below.

Disbursements. All money in the Special Tax Fund will be set aside by the Treasurer in the
following respective funds (each of which the City agrees and covenants in the Indenture to maintain
with the Treasurer or the Trustee, as the case may be, so long as any Bonds are Outstanding) in the
following order of priority, and all money in each of such funds will be applied, used and withdrawn only
for the purposes set forth below:

Bond Redemption Fund. First, to the Bond Redemption Fund, which is maintained by
the Trustee.

Deposits. On or before each March 1 and September 1, the Treasurer will, from the
money in the Special Tax Fund, transfer to the Trustee for deposit in the Bond Redemption
Fund an amount of money equal to the aggregate amount of interest becoming due and payable
on all Outstanding Bonds on such March 1 or September 1, as the case may be.

On or before each September 1, the Treasurer will, from the then remaining money in
the Special Tax Fund, transfer to the Trustee for deposit in the Bond Redemption Fund an
amount of money equal to the aggregate amount of principal becoming due and payable on all
Outstanding Serial Bonds on such September 1 plus the Sinking Fund Account Payments
required to be made on such September 1 into the Sinking Fund Account.
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All of these payments will be made without priority of any payment over any other
payment, and if the money in the Bond Redemption Fund on any March 1 or September 1 is not
equal to the amount of interest becoming due on all Bonds on such date, or if the money in the
Bond Redemption Fund on any September 1 is not equal to the amount of principal of the
Bonds becoming due on such date plus the amount of the Sinking Fund Account Payments
becoming due on such date, as the case may be, then such money will be applied pro rata in
such proportion as such interest and principal and Sinking Fund Account Payments bear to
each other.

No deposit need be made into the Bond Redemption Fund if the amount of money
contained therein is at least equal to the amount required by the Indenture to be deposited
therein at the times and in the amounts provided in the Indenture.

Disbursements. All money in the Bond Redemption Fund will be used and withdrawn by
the Trustee solely to pay the interest on the Bonds as it becomes due and payable (including
accrued interest on any Bonds purchased or redeemed prior to maturity), plus the principal of
and redemption premiums, if any, on the Bonds as they mature or upon the prior redemption
thereof, except that any money in the Sinking Fund Account will be used only to purchase or
redeem or retire Term Bonds.

Bond Reserve Fund. Second, to the Bond Reserve Fund, which is maintained by the
Trustee.

Deposits. On or before each September 1, the Treasurer will, from the then remaining
money in the Special Tax Fund, transfer to the Trustee for deposit in the Bond Reserve Fund
such amount of money as required to restore the Bond Reserve Fund to an amount equal to the
Required Bond Reserve. For this purpose, all investments in the Bond Reserve Fund will be
valued on or before September 1 of each year at face value if such investments mature within
12 months from the date of valuation, or if such investments mature more than 12 months after
the date of valuation, at the price at which such investments are redeemable by the holder at his
option, if so redeemable, or if not so redeemable, at the lesser of (i) the cost of such
investments, or (ii) the market value of such investments.

No deposit need be made into the Bond Reserve Fund if the amount contained in such
fund is at least equal to the Required Bond Reserve.

In making any valuations described above, the Trustee may utilize computerized
securities pricing services that may be available to it, including those available through its
regular accounting system and rely thereon.

On the Closing Date, City will deposit a portion of the proceeds of the Bonds equal to
$ into the Bond Reserve Fund, which equals the Required Bond Reserve.
See “FINANCING PLAN - Estimated Sources and Uses of Funds.”

Required Bond Reserve. The Indenture defines “Required Bond Reserve,” as of any
date of calculation, as the least of

(a) 10% of the original principal amount of the Bonds, or

(b) the maximum Debt Service payable under the Indenture in the current or any
future Bond Year, or
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(c) 125% of the average Debt Service payable under the Indenture in the current
and in all future Bond Years, all as determined by the City under the Code and specified
in writing to the Trustee;

provided, that all or a portion of such requirement may be satisfied by the provision of one or
more policies of municipal bond insurance or surety bonds issued by a municipal bond insurer
or by a letter of credit issued by a bank, the obligations insured by which have ratings at the
time of issuance of such policy or surety bond or letter of credit equal to “AAA” or higher
assigned by Fitch or “Aaa” or higher assigned by Moody’s or “AAA” or higher assigned by
Standard & Poor’s.

Disbursements. All money in the Bond Reserve Fund will be used and withdrawn by the
Trustee solely for the purpose of paying the interest on or principal of the Bonds if there is
insufficient money in the Bond Redemption Fund available for this purpose.

If, as a result of any of the valuations described above, it is determined that the amount
of money in the Bond Reserve Fund exceeds the Required Bond Reserve, the Trustee will
withdraw the amount of money representing such excess from Bond Reserve Fund and deposit
such amount of money in the Bond Redemption Fund.

Expense Fund. Third, to the Expense Fund, which is maintained by the Treasurer.

Deposits. On each September 1, the Treasurer will, from the then-remaining money in
the Special Tax Fund, transfer to and deposit in the Expense Fund a sum equal to the amount
required by the City for the payment of budgeted Expenses during the 12-month period
beginning on such date, or to reimburse the City for the payment of unbudgeted Expenses
during the prior 12-month period.

Disbursements. All money in the Expense Fund will be used and withdrawn by the
Treasurer only for transfer to or for the account of the City to pay budgeted Expenses as
provided in the Indenture, or to reimburse the City for the payment of unbudgeted Expenses as
provided in the Indenture, or to pay interest on or principal of or redemption premiums, if any, on
the Bonds if no other money is available therefor.

All money remaining in the Special Tax Fund on each September 1, after transferring all of the
sums required to be transferred therefrom on or prior to such date under the Indenture as described
above, will be withdrawn from the Special Tax Fund by the Treasurer for and deposited in the
Community Facilities Fund, which the City agrees and covenants to maintain with the Treasurer so long
as any Bonds are Outstanding. All money in the Community Facilities Fund will be used and withdrawn
by the City solely for the benefit of the District in accordance with the Act; provided, that the Treasurer
will not make any such withdrawal of money in the Special Tax Fund if and when (to the Treasurer’s
actual knowledge) an Event of Default is then existing under the Indenture.

Investment of Moneys in Funds
All money held by the Treasurer in any fund established under the Indenture will be deposited
by the Treasurer in time or demand deposits in any state or nationally chartered bank or trust company,

including the Trustee or its affiliates, or in any state or federal savings and loan association, and will be
secured at all times by such obligations as are required by law to the fullest extent required by law;
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provided, that all money in the Special Tax Fund and the Expense Fund may be invested by the
Treasurer in Legal Investments.

All money held by the Trustee in the Bond Redemption Fund will be invested by the Trustee
pursuant to a Written Request of the City received by the Trustee at least two days before making any
such investment in those Legal Investments specified in such Written Request of the City that mature
not later than the date on which it is estimated that such money will be required to be paid out under the
Indenture.

All money held by the Trustee in the Bond Reserve Fund will be invested by the Trustee
pursuant to a Written Request of the City received by the Trustee at least two days before making any
such investment in those Federal Securities specified in such Written Request of the City that mature
not more than five years from the date of purchase by the Trustee, or the final maturity date of any
Outstanding Bonds, whichever is earlier.

See APPENDIX C for further details regarding the investment of funds held under the Indenture.
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THE DISTRICT
Formation and Background

Formation. The District was formed under the Act by resolution of the City Council adopted on
October 20, 1998. On November 5, 1998, the eligible landowner voters of the District, by more than a
two-thirds majority, authorized the issuance of Bonds in a maximum principal amount of $85,000,000 to
finance the acquisition and construction of authorized facilities. The Rate and Method for the District is
summarized above (see “SECURITY FOR THE BONDS - Rate and Method”) and attached as
APPENDIX B.

Prior Bonds. The Prior Bonds were issued by the City to finance the acquisition and
construction of certain public capital improvements serving the property within the District, consisting
generally of sewer and storm drain facilities.

The District has no additional bonding authorization under the landowner-approved maximum
bonding capacity (but may issue bonds for the purpose of partially refunding the Bonds). See “THE
BONDS — No Issuance of Additional Bonds.”

Location and Description

The District is located in the northeast corner of the North Natomas Community Plan area in the
northern part of the City, adjacent to the County border, and comprises North Natomas Drainage
Basins 1, 2, and 4. The District is bounded by Interstate 5 and Highway 99 on the west, Del Paso Road
on the south, the City limits on the east, and Elkhorn Boulevard on the north. The northeast corner of
the area, designated as North Natomas Drainage Basin 3, is not included in the District.

Land uses within the District comprise a mix of residential and non-residential uses on nearly
1,860 gross developable acres. Basin 1 is a mix of residential, commercial and office uses. Basins 2
and 4 are primarily residential areas with a limited amount of retail land use. Public uses include
neighborhood and community parks, a regional park, schools, civic facilities, and drainage facilities.

For demographic information regarding the area within and surrounding the District, see
APPENDIX A. The boundary map showing the boundaries of the District is attached as APPENDIX G.

Tax Zones
Four separate Tax Zones are delineated within the District:

* Tax Zone IA and Tax Zone IB are located in Basin |, which was divided into two tax zones
due to the size of the basin area, property ownership and anticipated phasing of development.

» Tax Zone Il corresponds to Basin 2.
» Tax Zone |V corresponds to Basin 4.
On March 13, 2001 the City Council adopted a resolution adjusting the boundary between Tax
Zone |A and Tax Zone Il in order to more closely conform the Tax Zone boundaries to the boundary

between the drainage watershed of Basin 1 and Basin 2, based on further engineering studies, shifting
approximately 1.15 gross acres from Tax Zone |A to Tax Zone Il.
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Special Tax Revenues and Projected Debt Service Coverage

The Rate and Method is structured to produce Special Tax revenues from Maximum Special Taxes which, when applied to

the projected debt service on the Bonds, is anticipated to result in a debt service coverage ratio of 110%.

The following table presents the projected Special Tax revenues by Tax Zone, the scheduled annual debt service on the
Bonds, and the resulting projected debt service coverage, assuming there are no prepayments of any Special Taxes or redemption
of the Bonds.

Year Ending
September 1

Maximum
Tax

Zone IA

Debt Service

Coverage
Ratio

Maximum
Tax

TABLE 1
Projected Debt Service Coverage by Tax Zone

Zone IB
Debt
Service

Coverage

Ratio

Maximum
Tax

Zone ll
Debt
Service

Coverage
Ratio

Maximum
Tax

Zone IV
Debt
Service

Coverage
Ratio

2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
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Allocated Share of Annual Costs and Limited Obligations of Each Tax Zone

Allocated Share of Annual Costs. The Rate and Method provides that each Tax Zone is
responsible for its "allocated share" of the Annual Costs for each year. Annual Costs include debt
service, administrative expenses, replenishment of the bond reserve fund, delinquencies for the
previous fiscal year plus those anticipated in the current fiscal year, and any pay-as-you-go
expenditures in such fiscal year. Each Tax Zone's "allocated share" of Annual Costs is generally
determined based on each Tax Zone's share of total proceeds of each series of the Prior Bonds, as
determined at the time of issuance of each series of Prior Bonds, plus pay-as-you-go expenditures.
See “SECURITY FOR THE BONDS - Rate and Method” and APPENDIX B.

Accordingly, although the Bonds are payable on a parity from available money in the Special
Tax Fund, a type of limited cross-collateralization exists among Tax Zones, in that each Tax Zone's
responsibility for Annual Costs is limited to that Tax Zone's allocated share.

For example, one of the components of Annual Costs is bond reserve fund replenishment. In
order to maintain the Bond Reserve Fund at the required level, it is possible that the delinquencies
attributable to property owners in one Tax Zone will be partially payable from Special Taxes collected
from property owners in other Tax Zones, since amounts required to replenish the Bond Reserve Fund
are included in the definition of Annual Costs. If this happens, the amount charged to each Tax Zone
to pay such delinquencies will be limited by the allocated share of Annual Costs attributable to such
Tax Zones and the maximum Special Taxes which may be collected in such Tax Zones.

The table below sets forth each Tax Zone’s allocated share of Annual Costs as of the date of

issuance of the Bonds, which corresponds to each Tax Zone’s allocated share of Annual Costs as of
the date of issuance of the each related series of the Prior Bonds.
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TABLE 2A
Calculation of Allocated Share of Annual Costs by Tax Zone

Series A Series B Series C Series D
Original Bond Amount $16,215,000 $12,750,000 $29,765,000 $26,210,000
Tax Zone
Zone |A
Bonds $8,147,630 $6,435,000 $9,235,000 $0
Allocated Share 50.2% 50.5% 31.0% 0.0%
Zone IB
Bonds $0 $0 $9,075,000  $26,210,000
Allocated Share 0.0% 0.0% 30.5% 100.0%
Zone |l
Bonds $0 $0 $11,455,000 $0
Allocated Share 0.0% 0.0% 38.5% 0.0%
Zone IV
Bonds $8,067,370 $6,315,000 $0 $0
Allocated Share 49.8% 49.5% 0.0% 0.0%
Total All Zones
Bonds $16,215,000 $12,750,000 $29,765,000 $26,210,000
Allocated Share 100.0% 100.0% 100.0% 100.0%

Source: City of Sacramento and NBS.

Changes to Allocated Shares Over Time. As the Bonds mature, the initial allocated share of
Annual Costs will be maintained for each Tax Zone as determined at the time of issuance of each
series of the Prior Bonds, and the relative responsibility for the Annual Costs to be borne by each Tax
Zone will change. See “—Special Tax Revenues and Projected Debt Service Coverage” above for a
depiction of the change in each Tax Zone’s responsibility for the Special Taxes as the Bonds mature.

Future Reclassification of Parcels as Veteran Developed Parcels. Under the Rate and
Method, a parcel that has been classified as Developed or Developable Parcel for 30 years will be
reclassified as "Veteran Developed Parcel." See “SECURITY FOR THE BONDS - Rate and Method.”

A Veteran Developed Parcel is only subject to the Special Tax if there is a shortfall in the
revenues generated from all other Taxable Parcels to pay for the Annual Costs. The table below
shows that fiscal year 2030-31 is the first fiscal year some parcels in the District will become Veteran
Developed Parcels.

TABLE 2B
Estimated First Year Parcels Will Be Classified as
Veteran Developed Parcels

Tax Zones A, IV IB, Il

First Fiscal Year of Special Tax Levy 2000-01 2003-04

First Fiscal Year Parcels Will Be
Reclassified as Veteran Developed 2030-31 2033-34

Source:  City of Sacramento and NBS.
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Land Use and Development Status

Development Status. The following table provides a summary of land uses in the District and

the current development status of such land uses for Fiscal Year 2012-13.

presents the amount of Taxable versus Tax Exempt property in the District.

In addition, this table

With the exception of single-family residential, the amount of developable and developed

property is represented in acres.

The single family residential information is expressed in units

(including condominium and townhomes) because the District administrator does not record
corresponding acreage once the unit becomes Taxable.

TABLE 3

Summary of Estimated Acres and Units 1]

TAXABLE PROPERTY [2] TAX-EXEMPT PROPERTY
Residential Non-Residential
Retail / Schools / Civic
Single Multi- Commercial / Uses / Parks / Prepayment Total
Family (3] Family Employment Other [4] Parcels Tax-Exempt
Tax Basis units acres acres acres acres acres
Tax Zone IA
Developed Units 2,475
Developed Acres 23 52 89 89
Developable Acres
Tax Zone IB
Developed Units 3,211
Developed Acres 27 38 483 483
Developable Acres 78
Development Restricted 36
Non-Participating [5] 187
Tax Zone |l
Developed Units 1,162
Developed Acres 31 186
Developable Acres 16 94 94
Tax Zone IV
Developed Units 1,870
Developed Acres 7 10 10 212
Developable Acres 102 111
Totals 8,718 87 603 767 10 989
[1] Based on best available information as of January 2013.
[2] All acres are net of public ownership, homeowner association ownership and dedicated major and minor right-of-way.
[3] Includes condominiums and townhomes.
[4] Includes open space, parks, and roadways. Since the majority of acreage is never Developable, all acreage is shown as Developed.
[5] Represents currently undeveloped property. See “~Undeveloped Property and Anticipated Future Development” below.
Source: City of Sacramento, NBS.
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Land Use Summary and Share of Special Taxes by Land Use and Development Status.
The tables below summarize land use and development status of the property in the District, and each

Tax Zone’s share of the Special Tax by land use and development status.

Because each Tax Zone is responsible on for its respective allocated share of Special Taxes,
only a limited cross-collateralization exists among Tax Zones, in that each Tax Zone's responsibility for
Annual Costs is limited to that Tax Zone's allocated share. In addition, each Tax Zone’s responsibility
for Annual Costs is anticipated to change over the life of the Bonds. See “— Allocated Share of Annual
Costs and Limited Obligations of Each Tax Zone” above.

TABLE 4A
Land Use Summary By Tax Zone
Tax Zone Tax Zone Tax Zone Tax Zone
Land Use [1] 1A 1B Il \Y] Total

Developed 2,488 parcels 3,225 parcels 1,166 parcels 1,874 parcels 8,753 parcels

Residential 2,475 parcels 3,215 parcels 1,166 parcels 1,870 parcels 8,726 parcels

Non-Residential 13 parcels 10 parcels 4 parcels 27 parcels
Developable 12 parcels 2 parcels 14 parcels
Development-Restricted 3 parcels 3 parcels
Non-Participating [2] 186.85 acres 186.85 acres
[1] Based on development status reported for Fiscal Year 2012-13.
[2] Represents property for which a master parcel map has not yet been issued, and is therefore treated as non-taxable

under the Rate and Method.
Source: City of Sacramento and NBS.
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Table 4B
Share of Special Taxes by
Development Status and Land Use

Number
of Share of 2013-
Tax Zone and Parcels % of 14 Special Tax % of
Land Uses/Classification 1] Total Levy [1] Total
Tax Zone IA
Developed
Condo 245 2.8% $ 63,606.90 1.1%
Detached Residential 2,230 254 1,299,472.16  22.6
Commercial/Retail 13 0.1 334,688.70 5.8
Subtotal 2,488 28.4 1,697,767.76  29.5
Tax Zone IB
Developable
Final Use Parcel 3 0.0 2,624.06 0.0
Large Lot Parcel 9 0.1 8,835.74 0.2
Developed
Condo 677 7.7 223,410.00 3.9
Detached Residential 2,534 28.9 1,617,660.00 28.1
Commercial/Retail 14 0.2 370,739.16 6.4
Development Restricted [2] 3 0.0 -- 0.0
Subtotal 3,240 36.9 2,223,268.96 38.6
Non-participating 21 0.0 - 0.0
Tax Zone |l
Developable
Final Use Parcel 2 0.0 - 0.0
Developed
Detached Residential 1,162 13.2 650,668.88 11.3
Commercial/Retail 4 0.0 136,978.34 2.4
Subtotal 1,168 13.3 787,647.22 13.7
Tax Zone IV
Developed
Condo 200 23 49,256.00 0.9
Detached Residential 1,670 19.0 931,833.88 16.2
Commercial/Retail 4 0.0 69,236.06 1.2
Subtotal 1,874 214 1,050,325.94 18.2
TOTAL: 8,770 100.0% $5,759,009.88 100.0%
[1 Based on development status reported for fiscal year 2012-13 and estimated tax levy requirements.
[2] Represents property for which a master parcel map has not yet been issued, and is therefore treated as non-
taxable under the Rate and Method.
Source: NBS, City of Sacramento.
Developed Property Without Improvement Value. Approximately parcels,
predominantly in Tax Zone IB are currently classified as “Developed Property” but do not have home
or other structural improvements. Such parcels represent approximately % of the anticipated

2013-14 Special Tax levy represented by Zone IB (___ %) and Zone __ (___ %).

Undeveloped Property and Anticipated Future Development. Approximately 185 acres of
land (consisting of 21 assessor’s parcels) in Tax Zone IB is currently classified as “Non-participating”
under the Rate and Method. This property is currently owned by certain entities controlled by Mr. Kern
W. Schumacher, and is currently zoned and designated for development as ,
accordingly to land use entitlements filed with the City.

26 92 of 165



Development of the Non-participating properties in Tax Zone IB is currently subject to
restrictions due to the current flood insurance rate map designation for properties in the North
Natomas area. See “BOND OWNERS’ RISK — Property Values — Flood Risk.”

Once these development restrictions are lifted, if the Non-participating properties in Tax Zone
IB are reclassified as Taxable Property under the Rate and Method, the approximate maximum annual
Special Taxes that could be generated by this property are currently projected to be as follows: if
reclassified as Development Restricted, approximately $250,000; if reclassified as Developable or
Developed, approximately $1,000,000.

Assessed Property Values and Value-to-Burden Ratios

Assessed Value. Article XIIIA of the California Constitution (Proposition 13) defines “full cash
value” to mean “the county assessor’s valuation of real property as shown on the 1975-76 bill under
‘full cash value’, or, thereafter, the appraised value of real property when purchased or newly
constructed or when a change in ownership has occurred after the 1975 assessment,” subject to
exemptions in certain circumstances of property transfer or reconstruction. The “full cash value” is
subject to annual adjustment to reflect increases, not to exceed 2% for any year, or decreases in the
consumer price index or comparable local data, or to reflect reductions in property value caused by
damage, destruction or other factors.

Because of the general limitation to 2% per year in increases in full cash value of properties
that remain in the same ownership, the county tax roll does not reflect values uniformly proportional to
actual market values. No assurance can be given that should a parcel with delinquent installments be
foreclosed and sold for the amount of the delinquency, that any bid will be received for such property,
or if a bid is received that such bid will be sufficient to pay such delinquent installments.

No Appraisal. The City has not obtained an appraisal to estimated the current market value of
any property in the District.

Historic Assessed Values. The following table details historical assessed values in each Tax
Zone within the District for the current Fiscal Year and the prior four Fiscal Years.

Table 5
Summary of Assessed Values for Taxable Property
Fiscal Years 2008-09 through 2012-13

2008-09 2009-10 (1) 2010-11 2011-12 2012-13
Tax Zone IA $965,986,408 $804,265,829 $756,261,925 $712,325,850 $660,673,262
Tax Zone IB 840,405,432 702,242,165 680,252,628 638,734,854 596,673,265
Tax Zone Il 452,547,988 343,659,309 325,553,191 310,675,228 295,204,364
Tax Zone IV 680,731,153 587,198,408 529,601,343 499,424,859 465,630,220
Totals: $2,939,670,981 $2,437,365,711 $2,291,669,087 $2,161,160,791 $2,018,181,111
(1) For Fiscal Year 2009-10 assessed values were reduced significantly by the County Assessor to reflect the sharp decline in actual

property values.
Source: NBS, based on information provided by the County assessor as of January 1 preceding each Fiscal Year.
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Value-to-Burden Ratios

General Information Regarding Value-to-Burden Ratios. In comparing the aggregate
assessed value of the real property within the District and the principal amount of the Bonds, it should
be noted that an individual parcel may only be foreclosed upon to pay delinquent installments of the
Special Taxes attributable to that parcel. The principal amount of the Bonds is not allocated pro-rata
among the parcels within each tax Zone the District; rather, the total Special Taxes have been allocated
among the parcels within each Tax Zone in the District according to the Rate and Method.

The value-to-burden ratio on bonds secured by special taxes will generally vary over the life of
those bonds as a result of changes in the value of the property that is security for the special taxes and
the principal amount of the Bonds.

Economic and other factors beyond the property owners’ control, such as economic recession,
deflation of land values, financial difficulty or bankruptcy by one or more property owners, or the
complete or partial destruction of taxable property caused by, among other possibilities, earthquake,
flood, fire or other natural disaster, could cause a reduction in the assessed value within the District.
See “BOND OWNERS' RISKS — Property Values” and “BOND OWNERS' RISKS — Bankruptcy
Delays.” Property in the District is currently subject to development restrictions due to risk of flooding.
See “BOND OWNERS' RISKS - Property Values — Flood Risks.”
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Value-to-Burden Ratio Distribution. The following table sets forth the distribution of assessed
value-to-burden ratios among taxable parcels in each Tax Zone based on Fiscal Year 2012-13
assessed values, and the burden of the Bonds and overlapping special tax and assessment debt.

Table 6
Assessed Values and Value to Burden Ratios by Land Use
Overlapping Value to
Tax Zone and No. of Assessed % of Pro Rata Share % of Land-Secured Burden
Land Uses Parcels Value (1) Total of Bonds * (2) Total * Debt (3) Ratio * (4)
Tax Zone IA
Developed
Condo 245 $30,490,837 1.5% $772,537 1.0% 1,203,956 25.3:1
Detached Residential 2,230 521,353,494 25.9 15,782,717 20.8 21,203,239 24.6:1
Commercial/Retail 13 108,828,931 5.4 4,064,956 5.4 5,366,029 20.3:1
Subtotal 2,488 660,673,262 32.7 20,620,210 27.2 27,773,224 23.8:1
Tax Zone IB
Developable
Final Use Parcel 3 1,666,454 0.1 38,587 0.1 98,686 16.9:1
Large Lot Parcel 9 7,940,573 0.4 129,931 0.2 142,219 55.8:1
Developed
Condo 677 55,169,325 2.7 3,285,292 4.3 4,073,878 13.5:1
Detached Residential 2,534 429,068,385 21.3 23,788,040 31.3 28,625,638 15.0:1
Commercial/Retail 14 102,782,951 5.1 5,451,799 7.2 5,899,862 17.4:1
Development Restricted 3 45,577 0.0 - 0.0 390 117.0:1
Subtotal 3,240 596,673,265 29.6 32,693,650 43.1 38,840,673 15.4:1
Non-Participating 21 - - -- -- -
Tax Zone Il
Developable
Final Use Parcel 2 924,912 0.0 - 0.0 - -
Developed
Detached Residential 1,162 251,565,156 12.5 8,883,006 11.7 11,784,805 21.3:1
Commercial/Retail 4 42,714,296 2.1 1,870,044 2.5 2,427,091 17.6:1
Subtotal 1,168 295,204,364 14.6 10,753,050 14.2 14,211,895 20.8:1
Tax Zone IV
Developed
Condo 200 21,429,968 1.1 553,048 0.7 868,468 24.7:1
Detached Residential 1,670 418,879,182 20.7 10,462,658 13.8 15,237,331 27.5:1
Commercial/Retail 4 25,321,070 1.3 777,384 1.0 1,089,375 23.2:1
Subtotal 1,874 465,630,220 231 11,793,090 15.5 17,195,174 27.1:1
TOTAL: 8,770 $2,018,181,111 $75,860,000 $98,020,965 20.6:1
* Preliminary; subject to change.
(1) Based on County Assessor Roll for fiscal year 2012-13.
(2) Allocated based on the share of the Fiscal Year 2012-13 Special Tax levy multiplied by the outstanding occupant of Bonds. See “— Special Tax
Revenues and Projected Debt Service Coverage” above.
3) Includes other overlapping community facilities district bonded debt. See “-Direct and Overlapping Governmental Obligations” below.
(4) Actual value-to-lien ratio per parcel may vary.
Source: NBS.

The following tables set forth the distribution of assessed value-to-burden ratios among taxable
parcels in each Tax Zone by value-to-burden category.
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Table 7

Assessed Values by Value-to-Debt Burden Category
Tax Zone lA, IB, I, & IV

Fiscal Year Share of Total
2012-13 Direct and
Value-to-Debt No. of Assessed Share of Overlapping Percent of
Burden Category Parcels Value(1) Bonds(2)* Bonded Debt* Total *
25.00:1 and above
1A 1,080 $295,512,201 $7,485,145 $10,209,072 10.4%
1B 169 98,434,958 2,433,120 2,787,492 2.8
Il 224 62,728,557 1,662,699 2,227,337 2.3
\% 1,218 339,001,618 7,646,483 11,330,484 11.6
Subtotal 2,691 795,677,334 19,227,447 26,554,385 271
20.00:1 to 24.99:1
1A 1,058 288,920,449 9,520,474 12,919,566 13.2
1B 522 143,668,256 5,400,647 6,496,786 6.6
Il 485 150,283,292 4,998,205 6,763,666 6.9
\% 569 111,437,164 3,432,253 4,854,876 5.0
Subtotal 2,634 694,309,161 23,351,579 31,034,895 31.7
15.00:1 to 19.99:1
1A 327 71,357,587 2,876,548 3,862,060 3.9
1B 1,501 306,096,998 14,328,023 17,435,175 17.8
Il 394 72,457,832 3,045,838 4,027,754 41
\% 82 9,989,332 369,992 527,575 0.5
Subtotal 2,304 459,901,749 20,620,402 25,852,564 26.4
10.00:1 to 14.99:1
1A 12 1,887,237 133,515 155,665 0.2
1B 173 30,678,019 1,800,867 2,177,477 2.2
Il 36 4,902,178 287,894 373,012 0.4
\% 2 5,202,106 336,066 469,369 0.5
Subtotal 223 42,669,540 2,558,341 3,175,524 3.2
9.99:1 and under
1A 11 2,995,788 604,528 626,860 0.6%
1B 875 17,795,034 8,730,993 9,943,743 10.1%
Il 29 4,832,505 758,415 820,126 0.8%
\% 3 - 8,296 12,869 0.0%
Subtotal 918 25,623,327 10,102,232 11,403,598 11.6%
Grand Total 8,770 $2,018,181,111 $75,860,000 $98,020,965 100.0%
* Preliminary; subject to change.
(1) Based on County Assessor Roll for fiscal year 2012-13.
(2) Allocated based on the share of the Fiscal Year 2012-13 Special Tax levy multiplied by the outstanding occupant of

Bonds. See “— Special Tax Revenues and Projected Debt Service Coverage” above.
Source: NBS, based on information provided by the County assessor.
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Major Property Owners

The table below shows the major property owners who owned land representing 1% or more of
the Fiscal Year 2012-13 Special Tax levy.

Table 8
Major Property Owners
Percent of
Fiscal Year Fiscal Year
Property Number 2012-13 2012-13
Property Owner Name (1) Description of Parcels Special Taxes Special Taxes

Tax Zone IA
SCI Pk Plc Fund, 1-35 LLC Commercial 3 $126,065 2.2%
Miramonte Ray LLC/Miramonte KS LLC Residential 1 64,416 1.1
Park Place Market LLC Commercial 5 58,720 1.0
Roman Catholic Bishop Sacramento Residential 1 37,364 0.6
Trovas Ray LLC/Trovas KS LLC Residential 1 36,382 0.6
All other owners 2,477 1,374,820 23.9

Total Tax Zone IA 2,488 1,697,768 29.5
Tax Zone IB
KB Home Sacramento Incorporated Residential 278 167,879 2.9
Homecoming at Creekside LLC Residential 3 138,786 2.4
North Natomas Unified School District Public and Utilities 1 137,368 2.4
Shea Homes Incorporated Residential 262 86,460 1.5
North Natomas Town Center LLC Commercial 9 80,344 1.4
Grupe Investments Company Incorporated Residential 100 59,400 1.0
KB Home North Bay Inc. Residential 87 51,470 0.9
Wells Fargo Bank Residential 41 32,076 0.6
David Pick Family Partnership Limited Residential 68 22,440 04
Ptrnshp
All other owners 2,391 1,447,046 25.1

Total Tax Zone IB 3,240 2,223,269 38.6
Tax Zone Il
Carefree Natomas Limited Partnership Residential 2 94,720 1.6
Sabrina Plaza LLC Residential 2 42,258 0.7
All other owners 1,164 650,669 11.3

Total Tax Zone I , 787,647 13.7
Tax Zone IV
Natomas Park Center LLC Commercial 1 29,685 0.5
SIXIILLC Residential 1 27,610 0.5
All other owners 1,872 993,032 17.2

Total Tax Zone IV 1,874 1,050,326 18.2

Total All Tax Zones (2) 8,770 $5,759,010 100.0%

(1)  Ownership information is based on County Assessor Roll for fiscal year 2012-13.
(2) Totals may not sum due to rounding.
Source: NBS, based on County Assessor Roll for fiscal year 2012-13.
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Delinquencies

The table below shows the collections and delinquencies of the Special Taxes within the District
since Fiscal Year 2007-08, with updated delinquency amounts as of May 28, 2013.

Table 9
Special Tax Collections and Delinquencies
Fiscal Years 2007-08 through 2012-13

Subject Fiscal Year [1] As of May 28, 2013
Total Annual
Aggregate Special Fiscal Year Fiscal Year Remaining Remaining Remaining
Annual Taxes Parcels Amount Delinquency Parcels Amount Delinquency

Fiscal Year Special Tax Collected Delinquent Delinquent Rate Delinquent  Delinquent Rate
2008-09 $5,461,610 $5,305,653 343 $155,957 2.86% 3 $885 0.02%
2009-10 5,516,856 5,370,016 258 146,840 2.66 - - 0.00
2010-11 5,607,873 5,531,950 139 75,923 1.35 12 5,859 0.10
2011-12 5,756,477 5,704,541 126 51,936 0.90 27 11,619 0.20
2012-13 [2] 5,759,010 5,650,593 304 108,417 1.88 304 108,417 1.88

[1 Delinquency information as of June 30 in the fiscal year in which the Special Taxes were levied, except Fiscal Year 2012-13. Does not include any

penalties, interest or fees.
[2] Represents preliminary data regarding collections of the first and second installments. Collections for Fiscal Year 2012-13 are still in process and

will be finalized after June 30, 2013. The figures shown are as of May 28, 2013 and not the June 30 fiscal year end.
Source: NBS.

Enforcement Actions. The City has taken actions to enforce delinquent Special Taxes within
the District in the past (including sending letters to the delinquent property owners) and the City may
strip Special Taxes from the property tax rolls. To date, the City has not filed any Superior Court
actions for foreclosure.

Potential Consequences of Special Tax Delinquencies

General. Future delinquencies in the payment of property taxes (including the Special Taxes)
with respect to property in the District could result in shortfalls in revenues available to pay debt service
on the Bonds, draws on the Reserve Fund established for the Bonds, and perhaps, ultimately, a default
in the payment on the Bonds. See “BOND OWNERS’ RISKS.”

Special Tax Enforcement and Collection Procedures. The City could receive additional
funds for the payment of debt service through foreclosures sales of delinquent property, but no
assurance can be given as to the amount foreclosure sale proceeds or when foreclosure sale proceeds
would be received. The City has covenanted in the Indenture to take certain enforcement actions and
commence and pursue foreclosure proceedings against delinquent parcels under the terms and
conditions described herein. See “SECURITY FOR THE BONDS — Covenant to Foreclose.”

Foreclosure actions would include, among other steps, formal action to authorize
commencement of foreclosure proceedings, mailing multiple demand letters to the record owners of the
delinquent parcels advising them of the consequences of failing to pay the applicable special taxes and
contacting secured lenders to obtain payment. If these efforts were unsuccessful, they would be
followed (as needed) by the filing of an action to foreclose in superior court against each parcel that
remained delinquent.

32 98 of 165



Limitations on Increases in Special Tax Levy. If owners are delinquent in the payment of
Special Taxes, the City may not increase Special Tax levies to make up for delinquencies for prior
Fiscal Years above the Maximum Special Tax rates specified in each Rate and Method. See
“SECURITY FOR THE BONDS — Rate and Method.” In addition, Section 53321(d) of the Act provides
that the special tax levied against any parcel for which an occupancy permit for private residential use
has been issued may not be increased as a consequence of delinquency or default by the owner of any
other parcel within a community facilities district by more than 10% above the amount that would have
been levied in such Fiscal Year had there never been any such delinquencies or defaults. In cases of
significant delinquency, these factors may result in shortfalls in revenues available to pay debt service
on the Bonds. See “BOND OWNERS’ RISKS.”

Direct and Overlapping Governmental Obligations

Overlapping Debt Statement. The direct and overlapping obligations affecting the property
currently classified as property in the District as of November 1, 2012, are shown in the following table.
The table was prepared by California Municipal Statistics, Inc., and is included for general information
purposes only. The City has not reviewed this report for completeness or accuracy and makes no
representation in connection this schedule.

Table 10
North Natomas Community Facilities District No. 4
Direct and Overlapping Governmental Obligations

2012-13 Assessed Valuation: $2,011,615,735 (Land and Improvements)

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: (1) % Applicable Debt 11/1/12
Sacramento Area Flood Control District Consolidated Capital Assessment District Bonds 4.1% $ 8,121,600
Sacramento Area Flood Control District Operations and Maintenance Assessment District Bonds 1.9 63,077
City of Sacramento North Natomas CFD No. 97-01 Mello-Roos Act Bonds 454 13,976,289
City of Sacramento North Natomas CFD No. 4 Mello-Roos Act Bonds 100.0 75,860,000 (2)
TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT $98,020,966

(1)  Excludes tax and revenue anticipation notes.
(2) Represents the lien of the Prior Bonds.

Ratios to 2012-13 Assessed Valuation:
Direct Debt ($75,860,000).........ccccccceremrrsemrenensseesssnesseessnsessenssssnsses 3.8%
Total Direct and Overlapping Tax and Assessment Debt ............... 4.9%

Source: California Municipal Statistics, Inc.

Overlapping Bonded Districts. As shown in the table above, District is also encompassed
within certain overlapping districts with outstanding debt secured by special taxes and assessments, as
described below.

Community Facilities District No. 97-01. All of the parcels within the District are subject
to a lien of special taxes associated with the City of Sacramento North Natomas Drainage
Community Facilities District No. 97-01 ("CFD No. 97-01"), which covers a large portion of the
North Natomas area that includes the District and other property.

The eligible landowners of CFD No. 97-01 approved a maximum bond authorization of
$35,000,000, all of which CFD No. 97-01 has issued. The outstanding principal amount
applicable to the property within the District for Fiscal Year 2012-13 is set forth on the table
above.
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SAFCA Assessment Districts No. 1 and No. 2. Parcels within the District are also subject
to annual assessments (the "SAFCA Assessments") established by the Sacramento Area Flood
Control Agency ("SAFCA") Assessment District No. 1 and Assessment District No. 2, which
cover a larger area that includes the District and other property.

The amount of each of the SAFCA Assessments is based on the development status of
the parcels within SAFCA subject to the special tax. The SAFCA Assessment for developed
properties includes an assessment per acre and per footprint building square foot; the SAFCA
Assessment for undeveloped properties is based on an assessment per acre for each vacant
land use.

The outstanding principal amount of bonds issued by SAFCA that is applicable to the
property within the District for Fiscal Year 2012-13 is set forth on the table above.

Other Mello-Roos and Assessment Districts. In addition, landscaping and lighting
assessment districts or community facilities districts have been formed and may be formed
within the North Natomas Financing Plan Area to fund services such as transportation and air
quality mitigation, the maintenance of parks, roadway landscaping, and landscaping of
connective use acreage within detention basins. If additional service districts are formed that
include the District, the special taxes and assessments levied therein will be an additional
encumbrance on the property in the District. Formation of additional districts would require the
approval of the affected property owners or registered voters.
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Estimated Tax Burden. The following table sets forth the estimated total tax burden on an
average single family detached home in each Tax Zone within the District, based on actual tax rates for

Fiscal Year 2012-13.

Table 11
Fiscal Year 2012-13 Tax Rates on Average Single-Family Home

(Average Developed Single Family Detached Units)

Assessed Valuations and Property Taxes Tax Zone IA Tax Zone IB Tax Zone ll Tax Zone IV
Assessed Value (1) $233,896 $208,413 $216,493 $250,826
Homeowner's Exemption (7,000) (7,000) (7,000) (7,000)
Net Assessed Value (2) $226,896 $201,413 $209,493 $243,826
Percent of
Ad Valorem Property Taxes Total AV
General Purposes 1.00% $2,269 $2,014 $2,095 $2,438
Los Rios Community College District (GO Bonds) 0.19 438 389 404 471
Natomas Unified School District (GO Bonds) 0.20 447 397 413 481
Total Ad Valorem Property Taxes 3,154 2,800 2,912 3,390
Assessments, Special Taxes and Parcel Charges (3)
North Natomas TMA CFD #9901 $24 $24 $24 $24
North Natomas Neighborhood Landscaping CFD 9902 A 10 10 10 10
North Natomas Landscaping CFD #3 72 72 72 72
Citywide L & L Assessment District 75 75 75 75
Sacramento Library Services Tax 29 29 59 29
North Natomas CFD 97-01 117 117 29 117
North Natomas CFD No. 4 583 644 117 558
Reclamation District #1000 M & O 30 25 560 51
SAFCA Consolidated Capital Assessment 63 98 29 212
SAFCA O & M Assessment #1 9 15 128 34
Total Assessments, Special Taxes and Parcel Charges (4) $1,012 $1,109 $1,102 $1,181
Total Property Taxes (5) $4,166 $3,909 $4,015 $4,571
Total Effective Tax Rate (6) 1.78% 1.88% 1.85% 1.82%
(1) Fiscal Year 2012-13 assessed valuation for an average single family detached homes within the District. Excludes properties with zero
assessed values.
(2) Net Assessed Value reflects estimated total assessed value for the parcel net of homeowner's exemption. Not all residences qualify for

the exemption.

Totals may not sum due to rounding.

Source: NBS.

35

All charges and special assessments are based on a lot size of less than one acre.

Districts are included in the Overlapping Land-Secured Debt referenced in Table 10 above.
Total Effective Tax Rate is based on the average assessed value of single family homes, not including home owner's exemption.
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BOND OWNERS' RISKS

The purchase of the Bonds described in this Official Statement involves a degree of risk that
may not be appropriate for some investors. Below is a discussion of some of the risks that should be
considered before making an investment decision. This discussion does not purport to be
comprehensive, definitive or a complete statement of all factors that may be considered as risks in
evaluating the credit quality of the Bonds.

Limited Obligation to Pay Debt Service

The City has no obligation to pay principal of, or interest on, the Bonds if Special Tax collections
are delinquent or insufficient, other than from amounts, if any, derived from the foreclosure and sale of
parcels for Special Tax delinquencies. The City is not obligated to advance funds to pay debt service
on the Bonds.

Levy and Collection of the Special Taxes

General. The principal source of payment of principal of, and interest on, the Bonds is the
proceeds of the annual levy and collection of the Special Tax against property within the District.

Limitation on Special Tax Rate. The annual levy of the Special Tax on any parcel is limited to
the maximum Special Tax rates authorized in the Rate and Method. The levy cannot be made at a
higher rate even if the failure to do so means that the estimated proceeds of the levy and collection of
the Special Taxes, together with other available funds, will not be sufficient to pay debt service on the
Bonds.

No Relationship Between Property Value and Special Tax Levy. Because the Special Tax
formula set forth in the Rate and Method is not based on property value, the levy of the Special Tax will
rarely, if ever, result in a uniform relationship between the value of particular taxable parcels and the
amount of the levy of the Special Tax against those parcels. Thus, there will rarely, if ever, be a
uniform relationship between the value of the taxable parcels and their proportionate share of debt
service on the Bonds, and certainly not a direct relationship.

Factors that Could Lead to Special Tax Deficiencies. The following are some of the factors
that might cause the levy of the Special Tax on any particular taxable parcel to vary from the Special
Tax that might otherwise be expected:

Transfers to Governmental Entities. The number of taxable parcels could be reduced
through the acquisition of property by a governmental entity (by exercise of its rights as
mortgage guarantor, or for other reasons) and failure of the government to pay the Special Tax
based upon a claim of exemption or, in the case of the federal government or an agency
thereof, immunity from taxation, thereby resulting in an increased tax burden on the remaining
taxed parcels.

Property Tax Delinquencies. Failure of the owners of property in the District to pay
property taxes (and, consequently, the Special Tax), or delays in the collection of or inability to
collect the Special Tax by tax sale or foreclosure and sale of the delinquent parcels, could result
in a deficiency in the collection of Special Taxes. For a summary of Special Tax collections and
delinquency rates in the District, see “THE DISTRICT - Delinquencies.”
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Delays Following Delinquencies and Foreclosure Sales. The Indenture provides that
the Special Tax is to be collected in the same manner as ordinary ad valorem property taxes are
collected and, except as provided in the special covenant for foreclosure contained in the
Indenture and in the Act (see “SECURITY FOR THE BONDS - Covenant to Foreclose”), is
subject to the same penalties and the same procedure, sale, and lien priority in case of
delinquency as is provided for ordinary ad valorem property taxes. Under these procedures, if
taxes are unpaid for a period of five years or more, the property is subject to sale by the County.

If sales or foreclosures of property are necessary, there could be a delay in payments to
the City pending such sales or the prosecution of foreclosure proceedings and receipt of the
proceeds of sale.

Limitations Relating To Allocated Share Of Annual Costs

Each Tax Zone is responsible only for its "allocated share" of the Annual Costs (including debt
service, administrative expenses, bond reserve fund replenishment, current and anticipated
delinquencies, and any pay-as-you-go expenditures), which is generally determined based on each Tax
Zone's share of the proceeds of the Prior Bonds, as determined at the time of issuance of each series
of the Prior Bonds, plus that Zone's pay-as-you-go expenditures.

Accordingly, although the Bonds are payable from available money in the Special Tax Fund,
cross-collateralization among Tax Zones is somewhat limited, in that each Tax Zone's Maximum
Special Tax is limited to that Tax Zone's allocated share of Annual Costs. Disproportionate
delinquencies in one Tax Zone, while causing amounts for Bond Reserve Fund replenishment and
current and anticipated delinquencies to be included in Annual Costs, can never be entirely covered by
the other Tax Zones. The Maximum Special Tax in those Tax Zones is limited to their proportionate
share of Annual Costs and thus, necessarily, a portion of the levy for those purposes must always be
levied back on the Tax Zone experiencing the disproportionate delinquencies.

See "THE DISTRICT - Allocated Share of Annual Costs and Limited Obligations of Each Tax
Zone.

As the Bonds mature, the relative responsibility for the Annual Costs to be borne by each Tax
Zone will change. See “THE DISTRICT — Special Tax Revenues and Projected Debt Service
Coverage” for a depiction of the change in each Tax Zone’s responsibility for the Special Taxes as the
Bonds mature.

In addition, Tax Zone IB contains a higher proportion of undeveloped property relative to the
other Tax Zones.

Payment of Special Taxes Is Not a Personal Obligation of the Property Owners

Property owners are not personally obligated to pay their Special Taxes. Rather, the Special
Taxes are obligations only against the parcels against which they are levied. If, after a default in the
payment of the Special Tax and a foreclosure sale, the resulting proceeds are insufficient, taking into
account other obligations also constituting a lien against the parcel, the City has no personal recourse
against the any property owner.
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Property Values

The value of property in the District is a critical factor in determining the investment quality of the
Bonds. If a parcel owner defaults in the payment of the Special Taxes, the City’s only remedy is to
foreclose on the delinquent property.

The following is a discussion of specific risk factors that could affect the value of property in the
District.

Prolonged Economic Downturn. Land values in and around the City have been
adversely affected by current economic conditions. To the extent that the economic downturn is
prolonged, property values could remain flat for an indefinite period, or decrease.

Declines in home values in the District could also result in property owners’
unwillingness or inability to pay mortgage payments, as well as ad valorem property taxes and
Special Taxes, when due. Under such circumstances, bankruptcies are likely to increase.
Bankruptcy by property owners with delinquent Special Taxes would delay the commencement
and completion of foreclosure proceedings.

Risks Related to Mortgage Loans. Although residential projects in which the homes
are built and occupied by homeowners are typically viewed as providing bondholders with
strong credits, some home owners, especially those who purchased during the period from
2004 through 2007, may face challenges in making their mortgage and tax payments on a
timely basis because of their initial high loan-to-value ratios, creative mortgage loan structures,
and current negative equity levels.

Recent events in the United States and worldwide capital markets have adversely
affected the availability of mortgage loans to homeowners, including potential buyers of homes
within the Districts. Any such unavailability could hinder the ability of the current homeowners to
resell their homes, and adversely affect the market prices available to current homeowners.

Flood Risk. Land within the Natomas Basin north of downtown Sacramento, including
land within the District, has historically been subject to periodic flooding. To mitigate flood risk,
a system of levees has been constructed around the basin’s perimeter. The City also
participates in the National Flood Insurance Program, which is administered by the Federal
Emergency Management Agency (‘FEMA”) and makes federally backed flood insurance
available to communities that adopt and enforce floodplain-management regulations meeting or
exceeding federal requirements. Under this program, the flood-insurance rates and
construction restrictions that apply to a community depend on its risk of flooding, as shown by
zone designations on a Flood Insurance Rate Map (“FIRM”). For communities protected by
levees, FEMA'’s regulations require a certification that the levees meet federal requirements for
design, construction, maintenance, and operation, so as to protect against a 100-year flood, i.e.,
a flood with a 1% chance of occurring in any year. (See the National Flood Insurance Act of
1968, set out in 42 U.S.C. § 4001 et seq.; see also FEMA’s implementing regulations, set out in
44 C.F.R. Parts 59.1, 60, and 61.)

In 2006, primarily because of concern about a phenomenon known as “underseepage,”
the United States Army Corps of Engineers (the “Corps”) determined that it could no longer
certify the Natomas Basin levee system as providing protection from a 100-year flood. In 2008,
the Corps completed additional analysis and determined that the levee system may not provide
protection from a flood with a 3% chance of occurring in any year.
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Based on the Corps’s determinations, FEMA concluded in 2008 that the Natomas Basin
is a “Special Flood Hazard Area” and designated the basin as Zone AE on the basin’s FIRM,
indicating a 1% annual risk of flooding and a 26% chance of flooding over the term of a 30-year
mortgage. As a result, since December 2008 property owners in the Natomas Basin have been
required to carry flood insurance for their homes and businesses, and new development has
been severely limited: among other things, with some limited exceptions the lowest floor of new
building must be one foot above the “base flood elevation,” which is the level to which water
could rise during a 100-year flood. In addition, properties that suffer “substantial damage” are
currently subject to stringent restrictions on rebuilding: if a structure suffers a catastrophic event
and the restoration cost equals or exceeds 50% of the structure’s pre-damage value, then in
most cases the structure must be brought into compliance with regulations that govern new
construction on land designated as Zone AE, including the requirement that the lowest floor be
one foot about base flood elevation. Because the base flood elevation in the Natomas Basin is
33 feet NGVD29 datum, the Zone AE designation has effectively stopped both new private
construction and the restoration of substantially damaged/improved existing buildings. (See
Sacramento City Code, chapter 15.104.)

Working with the Corps and other agencies, SAFCA is currently carrying out the
Natomas Levee Improvement Program (the “NLIP”) to address the deficiencies in the levee
system. The immediate goal of the NLIP is to provide the Natomas Basin with protection
against 100-year floods as soon as possible; the long-term goal is to achieve protection against
200-year floods, i.e., floods with a 0.5% chance of occurring in any year. According to SAFCA’s
A99 Eligibility Summary Report dated June 20, 2012, work on “all critical features” of the NLIP is
at least 50% complete. The remaining work is chiefly the responsibility of the Corps but cannot
begin until Congress authorizes it.

In early December 2012, in reliance on SAFCA’s A99 Eligibility Summary Report, the
City, Sacramento County, and Sutter County requested that FEMA preapprove a revision of the
Natomas Basin FIRM from Zone AE to Zone A99, with final approval contingent on
congressional authorization of the Corps’s remaining work. Zone A99 is an interim designation
that will allow limited construction within the Natomas Basin—including construction within
District—while the improvements needed to provide protection against 100-year floods are
under construction. Property owners would still need to maintain flood insurance until FEMA
changes the basin’s designation on the FIRM from Zone A99 to Zone X (Shaded). Designation
as Zone X (Shaded) will indicate that the Natomas Basin is an area of moderate flood risk
where flood insurance is not required and the construction restrictions for a Special Flood
Hazard Area do not apply.

Although SAFCA currently expects that improvements needed to achieve protection
against 100-year floods will be completed by 2019, completion could be delayed for a variety of
reasons, including longer-than-expected construction periods, higher-than-expected
construction bids, and delays in receiving state or federal funding. If substantial flooding occurs
before the City receives Zone A99 designation in North Natomas, then the cost to repair or
replace damaged structures could be prohibitive, or the repair or replacement may not occur for
other reasons, such as impracticability. Under any of these circumstances, there could be
substantial delinquencies in the payment of Special Taxes, and the value of the parcels in the
District could depreciate or disappear.
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Other Natural Disasters. The value of the property in the District can be adversely
affected by a variety of natural occurrences, particularly those that may affect infrastructure and
other public improvements, and private improvements and the continued habitability and
enjoyment of such private improvements.

The areas in and surrounding the District, like those in much of California, may be
subject to unpredictable seismic activity.

Other natural disasters could include, without limitation, landslides, floods, wildfires,
droughts, or tornadoes. One or more natural disasters could occur and could result in damage
to improvements of varying seriousness. The damage may entail substantial repair or
replacement costs and that repair or replacement may never occur either because of the cost,
or because repair or replacement will not facilitate habitability or other use, or because other
considerations preclude repair or replacement. Under any of these circumstances there could
be substantial delinquencies in the payment of Special Taxes, and the value of the parcels in
the District may well depreciate or disappear.

Hazardous Substances. One of the most serious risks in terms of the potential
reduction in the property values is a claim with regard to a hazardous substance. In general,
the owners and operators of property may be required by law to remedy conditions of the parcel
relating to releases or threatened releases of hazardous substances. The federal
Comprehensive Environmental Response, Compensation and Liability Act of 1980, sometimes
referred to as “CERCLA” or the “Superfund Act,” is the most well-known and widely applicable
of these laws, but California laws with regard to hazardous substances are also stringent and
similar. Under many of these laws, the owner or operator is obligated to remedy a hazardous
substance condition of property whether or not the owner or operator has anything to do with
creating or handling the hazardous substance. The effect, therefore, should any of the property
in the District be affected by a hazardous substance, is to reduce the marketability and value of
the parcel by the costs of remedying the condition, because the purchaser, upon becoming
owner, will become obligated to remedy the condition just as is the seller.

Although the City is not aware that the owner or operator of any property in the District
has such a current liability, it is possible that current liabilities do exist. Further, it is possible
that liabilities may arise in the future resulting from the current existence on the parcel of a
substance that is currently classified as hazardous but has not been released or the release of
which is not currently threatened, or liabilities may arise in the future resulting from the current
existence on the parcel of a substance that is not currently classified as hazardous but may be
so classified in the future. Further, these liabilities may arise not simply from the existence of a
hazardous substance but from the method of handling it. All of these possibilities could
significantly affect the property values that would otherwise be realized upon a delinquency.

The City has no information as to the existence of any hazardous substances within the
District.

Other Factors. Other factors that could adversely affect property values in the District include,
among others, relocation of employers out of the area; shortages of water, electricity, natural gas, or
other utilities; and destruction of property caused by man-made disasters, including but not limited to
natural gas pipeline explosions.
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Other Possible Claims Upon the Property Values

While the Special Taxes are secured by the taxable parcels in the District, the security only
extends to the value of the property that is not subject to priority and parity liens and similar claims.

For information on the outstanding governmental obligations affecting the property in the
District, see “THE DISTRICT — Direct and Overlapping Governmental Obligations.”

In addition, other governmental obligations may be authorized and undertaken or issued in the
future, the tax, assessment or charge for which may become an obligation of one or more of the parcels
within the District, and may be secured by a lien on a parity with the lien of the Special Taxes securing
the Bonds.

In general, the Special Taxes and all other taxes, assessments, and charges also collected on
the tax roll are on parity, that is, are of equal priority. Questions of priority become significant when
collection of one or more of the taxes, assessments, or charges is sought by some other procedure,
such as foreclosure and sale. If proceedings are brought to foreclose a delinquency, the Special Taxes
will generally be on parity with the other taxes, assessments, and charges and will share the proceeds
of the foreclosure proceedings on a pro-rata basis.

Enforcement of Special Taxes on Governmentally Owned Properties

General. The ability of the City to foreclose the lien of delinquent unpaid Special Tax
installments may be limited with regard to properties in which the Federal Deposit Insurance
Corporation (the “FDIC”), the Drug Enforcement Agency, the Internal Revenue Service, or other federal
agency has or obtains an interest.

Federal courts have held, based on the Supremacy Clause of the United States Constitution,
that in the absence of congressional intent to the contrary, a state or local agency cannot foreclose to
collect delinquent taxes or assessments if foreclosure would impair the federal government’s interest.

The Supremacy Clause of the United States Constitution reads as follows:

“This Constitution, and the Laws of the United States which shall be made in Pursuance
thereof; and all Treaties made, or which shall be made, under the Authority of the United States,
shall be the supreme Law of the Land; and the Judges in every State shall be bound thereby,
any Thing in the Constitution or Laws of any State to the contrary notwithstanding.”

This means that, unless Congress has otherwise provided, if a federal governmental entity owns
a parcel that is subject to the Special Taxes but does not pay the Special Taxes, the applicable City
cannot foreclose on the parcel to collect the delinquent taxes.

Moreover, unless Congress has otherwise provided, if the federal government has a mortgage
interest in the parcel and the City wishes to foreclose on the parcel as a result of delinquent Special
Taxes, the property cannot be sold at a foreclosure sale unless it can be sold for an amount sufficient to
pay delinquent taxes and assessments on parity with the Special Taxes and preserve the federal
government’s mortgage interest. In Rust v. Johnson (9th Cir. 1979) 597 F.2d 174, the United States
Court of Appeal for the Ninth Circuit held that the Federal National Mortgage Association (“FNMA”) is a
federal instrumentality for purposes of this doctrine, not a private entity, and that, as a result, an
exercise of state power over a mortgage interest held by FNMA constitutes an exercise of state power
over property of the United States.
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The City has not undertaken to determine whether any federal governmental entity currently
has, or is likely to acquire, any interest (including a mortgage interest) in any of the parcels subject to
the Special Taxes. No assurance can be given as to the likelihood that the risks described above will
materialize while the Bonds are outstanding.

FDIC. If any financial institution making any loan secured by real property within the District is
taken over by the FDIC, and prior thereto or thereafter the loan (or loans) goes into default, resulting in
ownership of the property by the FDIC, then the ability of the City to collect interest and penalties
specified by State law and to foreclose the lien of delinquent unpaid Special Taxes may be limited.

The FDIC’s policy statement regarding the payment of state and local real property taxes (the
“Policy Statement”) provides that property owned by the FDIC is subject to state and local real
property taxes only if those taxes are assessed according to the property’s value and that the FDIC is
immune from real property taxes assessed on any basis other than property value. According to the
Policy Statement, the FDIC will pay its property tax obligations when they become due and payable and
will pay claims for delinquent property taxes as promptly as is consistent with sound business practice
and the orderly administration of the institution’s affairs, unless abandonment of the FDIC’s interest in
the property is appropriate. The FDIC will pay claims for interest on delinquent property taxes owed at
the rate provided under state law to the extent the interest payment obligation is secured by a valid lien.
The FDIC will not pay any amounts in the nature of fines or penalties and will not pay or recognize liens
for such amounts. If any property taxes (including interest) on FDIC-owned property are secured by a
valid lien (in effect before the property became owned by the FDIC), the FDIC will pay those claims.
The Policy Statement further provides that no property of the FDIC is subject to levy, attachment,
garnishment, foreclosure, or sale without the FDIC’s consent. In addition, the FDIC will not permit a
lien or security interest held by the FDIC to be eliminated by foreclosure without the FDIC’s consent.

The Policy Statement states that the FDIC generally will not pay non-ad valorem taxes,
including special taxes and assessments, on property in which it has a fee interest unless the amount
of tax is fixed at the time that the FDIC acquires its fee interest in the property, nor will it recognize the
validity of any lien to the extent it purports to secure the payment of any such amounts. Special taxes
imposed under the Mello-Roos Act and a special tax formula, which determines the special tax due
each year, are specifically identified in the Policy Statement as being imposed each year and therefore
covered by the FDIC’s federal immunity. The Ninth Circuit issued a ruling on August 28, 2001, in which
it determined that the FDIC, as a federal agency, is exempt from Mello-Roos special taxes.

The City is unable to predict what effect the application of the Policy Statement would have in
the event of a delinquency in the payment of Special Taxes on a parcel within the District in which the
FDIC has or obtains an interest, although prohibiting the lien of the Special Taxes to be foreclosed out
at a judicial foreclosure sale could reduce or eliminate the number of persons willing to purchase a
parcel at a foreclosure sale.

Exemptions Under Rate and Method of Apportionment and the Mello-Roos Act. Certain
properties are exempt from the Special Tax in accordance with each Rate and Method and the Act,
which provides that properties or entities of the state, federal, or local government are exempt from the
Special Taxes; provided, however, that property within the District acquired by a public entity through a
negotiated transaction or by gift or devise, which is not otherwise exempt from the Special Taxes, will
continue to be subject to the Special Taxes.

In addition, although the Act provides that if property subject to the Special Taxes is acquired by
a public entity through eminent domain proceedings, the obligation to pay the Special Taxes with
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respect to that property is to be treated as if it were a special assessment, the constitutionality and
operation of these provisions of the Act have not been tested, meaning that such property could
become exempt from the Special Taxes. The Act further provides that no other properties or entities
are exempt from the Special Taxes unless the properties or entities are expressly exempted in a
resolution of consideration to levy a new special tax or to alter the rate or method of apportionment of
an existing special tax.

Depletion of Bond Reserve Fund

The City will maintain the Bond Reserve Fund for the Bonds, which will be used to pay principal
of, and interest on, the Bonds if insufficient funds are available from Special Tax receipts. See
“SECURITY FOR THE BONDS - Bond Reserve Fund.”

If funds in the Bond Reserve Fund are depleted, the funds can be replenished from the
proceeds of the levy and collection of the Special Tax levied for this purpose. However, no
replenishment from the proceeds of a Special Tax levy can occur so long as the proceeds that are
collected from the levy of the Special Taxes against property within the District at the maximum Special
Tax rates, together with other available funds, remain insufficient to pay all such amounts. Thus, it is
possible that the Bond Reserve Fund will be depleted and not be replenished by the levy of the Special
Taxes.

Bankruptcy Delays

The payment of the Special Taxes, and the ability of the City to foreclose the lien of delinquent
unpaid Special Taxes, may be limited by bankruptcy, insolvency, or other laws generally affecting
creditors' rights or by State laws relating to judicial foreclosure.

The various legal opinions to be delivered concurrently with the delivery of the Bonds (including
Bond Counsel's approving legal opinion) will be qualified as to the enforceability of the various legal
instruments by bankruptcy, insolvency, reorganization, moratorium, and other similar laws affecting
creditors' rights; by the application of equitable principles; and by the exercise of judicial discretion in
appropriate cases.

Although bankruptcy proceedings would not cause the Special Taxes to become extinguished,
bankruptcy of a property owner or any other person claiming an interest in the property could result in a
delay in foreclosure proceedings and could result in the possibility of Special Tax installments not being
paid in part or in full. Such a delay would increase the likelihood of a delay or default in payment of the
principal of and interest on the Bonds.

Disclosure to Future Purchasers

The City has recorded, in the Office of the County Recorder, a notice of the Special Tax lien
with respect to the District. While title companies normally refer to such notices in title reports, there
can be no guarantee that such reference will be made or, if made, that a prospective purchaser or
lender will consider the obligations represented by the Special Taxes in the purchase of a parcel of land
or a home in the District, or the lending of money secured by property in the District.

No Acceleration

The Bonds do not contain a provision allowing for acceleration if a payment default or other
default occurs under the Indenture.
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Loss of Tax Exemption

As discussed under the caption “LEGAL MATTERS — Tax Exemption,” interest on the Bonds
might become includable in gross income for purposes of federal income taxation retroactive to the
date the Bonds were issued as a result of future acts or omissions of the City in violation of its
covenants in the Indenture.

The Indenture does not contain a special redemption feature triggered by the occurrence of an
event of taxability. As a result, if interest on the Bonds were to be includable in gross income for
purposes of federal income t