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10136175.7 The Bonds are limited obligations of the Authority and are payable solely from Revenues, which consist primarily of amounts payable by the City of 
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in any 
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in which 
said offer, 
solicitation 
or sale 
would be 
unlawful 
prior to 
registration 
or 
qualificatio
n under the 
securities 
laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7Sacramento (the “City”) pursuant to a Seventh Amendment to Master Project Lease as described herein, and certain amounts on deposit with the Trustee 
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This 
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Statement 
and the 
informatio
n 
contained 
herein are 
subject to 
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notice.  
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Under no 
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ces shall 
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y Official 
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constitute 
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solicitation 
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to buy nor 
shall there 
be any sale 
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securities 
in any 
jurisdiction 
in which 
said offer, 
solicitation 
or sale 
would be 
unlawful 
prior to 
registration 
or 
qualificatio
n under the 
securities 
laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7(together with certain investment earnings).  See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS” herein.
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This 
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contained 
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shall there 
be any sale 
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securities 
in any 
jurisdiction 
in which 
said offer, 
solicitation 
or sale 
would be 
unlawful 
prior to 
registration 
or 
qualificatio
n under the 
securities 
laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7 The Bonds are being issued pursuant to an Indenture, dated as of December 1, 2006 (the “Indenture”) by and between the Authority and The Bank 
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in any 
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in which 
said offer, 
solicitation 
or sale 
would be 
unlawful 
prior to 
registration 
or 
qualificatio
n under the 
securities 
laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7of New York Trust Company, N.A., as Trustee.  The Bonds are issued as fully registered bonds in denominations of $5,000 or any integral multiple thereof and, 
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This 
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These 
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in any 
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in which 
said offer, 
solicitation 
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would be 
unlawful 
prior to 
registration 
or 
qualificatio
n under the 
securities 
laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7when issued, will be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”).  DTC will act as 
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securities 
in any 
jurisdiction 
in which 
said offer, 
solicitation 
or sale 
would be 
unlawful 
prior to 
registration 
or 
qualificatio
n under the 
securities 
laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7securities depository for the Bonds.  Individual purchases of the Bonds will be made in book-entry form only.  Interest on the Bonds is payable on June 1 and 
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This 
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and the 
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in which 
said offer, 
solicitation 
or sale 
would be 
unlawful 
prior to 
registration 
or 
qualificatio
n under the 
securities 
laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7December 1 of each year, commencing June 1, 2007.  Payments of principal, premium, if any, and interest on the Bonds will be paid by the Trustee to DTC 
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These 
securities 
may not be 
sold nor 
may offers 
to buy be 
accepted 
prior to the 
time the 
Official 
Statement 
is 
delivered 
in final 
form.  
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shall there 
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securities 
in any 
jurisdiction 
in which 
said offer, 
solicitation 
or sale 
would be 
unlawful 
prior to 
registration 
or 
qualificatio
n under the 
securities 
laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7which is obligated in turn to remit such principal, premium, if any, and interest to its DTC Participants for subsequent disbursement to the beneficial owners of 
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in which 
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solicitation 
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would be 
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qualificatio
n under the 
securities 
laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7the Bonds.
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solicitation 
of an offer 
to buy nor 
shall there 
be any sale 
of these 
securities 
in any 
jurisdiction 
in which 
said offer, 
solicitation 
or sale 
would be 
unlawful 
prior to 
registration 
or 
qualificatio
n under the 
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.

NP LLP DRAFT #5
11/9/06

10136175.7 The Bonds are subject to optional, mandatory and extraordinary redemption prior to maturity as described herein.
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.

NP LLP DRAFT #5
11/9/06

10136175.7 [Payment of the principal of and interest on the Bonds will be insured by a [financial guaranty] insurance policy to be issued by [Bond Insurer] 
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.

NP LLP DRAFT #5
11/9/06

10136175.7simultaneously with the delivery of the Bonds. See “BOND INSURANCE” and APPENDIX H – “SPECIMEN BOND INSURANCE POLICY”.]



Lina...Page 39

This 
Preliminar
y Official 
Statement 
and the 
informatio
n 
contained 
herein are 
subject to 
completion 
or 
amendmen
t without 
notice.  
These 
securities 
may not be 
sold nor 
may offers 
to buy be 
accepted 
prior to the 
time the 
Official 
Statement 
is 
delivered 
in final 
form.  
Under no 
circumstan
ces shall 
this 
Preliminar
y Official 
Statement 
constitute 
an 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 
said offer, 
solicitation 
or sale 
would be 
unlawful 
prior to 
registration 
or 
qualificatio
n under the 
securities 
laws of 
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.

NP LLP DRAFT #5
11/9/06

10136175.7 [Insert Bond Insurer Logo]
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.

NP LLP DRAFT #5
11/9/06

10136175.7 THE BONDS ARE LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE FROM AND SECURED AS TO THE PAYMENT 
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This 
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and the 
informatio
n 
contained 
herein are 
subject to 
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or 
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t without 
notice.  
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.

NP LLP DRAFT #5
11/9/06

10136175.7THEREOF SOLELY FROM THE REVENUES AND THE OTHER FUNDS PROVIDED IN THE INDENTURE FOR THEIR PAYMENT.  THE BONDS 
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This 
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would be 
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n under the 
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.

NP LLP DRAFT #5
11/9/06

10136175.7ARE NOT A DEBT OF THE CITY OR ANY PUBLIC AGENCY THEREOF (OTHER THAN THE AUTHORITY), AND NEITHER THE CITY NOR 
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and the 
informatio
n 
contained 
herein are 
subject to 
completion 
or 
amendmen
t without 
notice.  
These 
securities 
may not be 
sold nor 
may offers 
to buy be 
accepted 
prior to the 
time the 
Official 
Statement 
is 
delivered 
in final 
form.  
Under no 
circumstan
ces shall 
this 
Preliminar
y Official 
Statement 
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in any 
jurisdiction 
in which 
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solicitation 
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would be 
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prior to 
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n under the 
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jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7THE STATE OF CALIFORNIA NOR ANY PUBLIC AGENCY THEREOF (OTHER THAN THE AUTHORITY) IS LIABLE THEREFOR.
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This 
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contained 
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in which 
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solicitation 
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would be 
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prior to 
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qualificatio
n under the 
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laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7 Maturities, principal amounts, interest rates and yields on the Bonds are set forth on the inside cover.
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This 
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Statement 
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contained 
herein are 
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t without 
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prior to 
registration 
or 
qualificatio
n under the 
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laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7 The Bonds are offered when, as and if issued and received by the Underwriters, subject to the approval as to their validity by Orrick, Herrington & 
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This 
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Statement 
and the 
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contained 
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t without 
notice.  
These 
securities 
may not be 
sold nor 
may offers 
to buy be 
accepted 
prior to the 
time the 
Official 
Statement 
is 
delivered 
in final 
form.  
Under no 
circumstan
ces shall 
this 
Preliminar
y Official 
Statement 
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in which 
said offer, 
solicitation 
or sale 
would be 
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prior to 
registration 
or 
qualificatio
n under the 
securities 
laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7Sutcliffe llp, Bond Counsel to the Authority, and certain other conditions.  Certain legal matters will be passed upon for the Authority and the City by the City 
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This 
Preliminar
y Official 
Statement 
and the 
informatio
n 
contained 
herein are 
subject to 
completion 
or 
amendmen
t without 
notice.  
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y Official 
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be any sale 
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securities 
in any 
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in which 
said offer, 
solicitation 
or sale 
would be 
unlawful 
prior to 
registration 
or 
qualificatio
n under the 
securities 
laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7Attorney of the City of Sacramento, and by Orrick, Herrington & Sutcliffe llp, in its capacity as Authority Bond Counsel and City Special Counsel, and for the 
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in any 
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in which 
said offer, 
solicitation 
or sale 
would be 
unlawful 
prior to 
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or 
qualificatio
n under the 
securities 
laws of 
any 
jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7Underwriters by Nixon Peabody LLP, San Francisco, California.  It is expected that the Bonds will be available for delivery through the facilities of DTC in 
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This 
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n under the 
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jurisdiction
.

NP LLP DRAFT #5
11/9/06

10136175.7New York, New York, on or about December __, 2006.
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contained 
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t without 
notice.  
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.

NP LLP DRAFT #5
11/9/06

10136175.7 Goldman, Sachs & Co.
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.

NP LLP DRAFT #5
11/9/06

10136175.7 Stone & Youngberg LLC Merrill Lynch & Co.
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This 
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and the 
informatio
n 
contained 
herein are 
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Maturity Schedule*

$________________
SACRAMENTO CITY FINANCING AUTHORITY
2006 Capital Improvement Revenue Bonds, Series C

(300 Richards Boulevard Building Acquisition)

$________________ Serial Bonds
Maturity
(Dec. 1)

Principal
Amount

Interest 
Rate Yield

CUSIP†
Number

Maturity
(Dec.  1)

Principal
Amount

Interest 
Rate Yield

CUSIP†
Number

$___________ ____% Term Bonds due December 1, ____, Yield ____%, CUSIP† No. _____
$___________ ____% Term Bonds due December 1, ____, Yield ____%, CUSIP† No. _____

$________________

SACRAMENTO CITY FINANCING AUTHORITY
2006 Taxable Capital Improvement Revenue Bonds, Series D

(300 Richards Boulevard Building Acquisition)
$________________ Serial Bonds

Maturity
(Dec. 1)

Principal
Amount

Interest 
Rate Yield

CUSIP†
Number

Maturity
(Dec.  1)

Principal
Amount

Interest 
Rate Yield

CUSIP†
Number

$___________ ____% Term Bonds due December 1, ____, Yield ____%, CUSIP† No. _____
$___________ ____% Term Bonds due December 1, ____, Yield ____%, CUSIP† No. _____

$_________________
SACRAMENTO CITY FINANCING AUTHORITY

2006 Refunding Revenue Bonds, Series E
(Master Lease Program Facilities)

$_____________ Serial Bonds 

Maturity
(Dec. 1)

Principal
Amount

Interest 
Rate

Yield CUSIP†
Number

Maturity
(Dec. 1)

Principal
Amount

Interest 
Rate

Yield CUSIP†
Number

$________  ___% Term Bonds due December 1, ____, Yield ____%(1), CUSIP† No. _____________
$________  ___% Term Bonds due December 1, ____, Yield ____%(1), CUSIP† No. ____________

____________________
*  Preliminary, subjec t to change.
†  Copyright 2006, American Bankers Association.  CUSIP data herein is provided by Standard & Poor’s, CUSIP Service  Bureau, a division of  

The  McGraw-Hill Companies, Inc.  This data is not intended to c reate a  database and does not se rve  in any way as a substitute for the CUSIP 
Service.  CUSIP numbers are provided for convenience  of reference only.  The City, the Authority and the Underwriters take no responsibility 
for the accuracy of such numbers.
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No dealer, broker, salesperson or other person has been authorized by the Underwriters, the 
Authority or the City to give any information or to make any representations in connection with the offer 
and sale of the Bonds other than those contained in this Official Statement and, if given or made, such 
other information or representations must not be relied upon as having been authorized by any of the 
foregoing.

The information set forth herein has been obtained from the Authority, the City and other sources 
which are believed to be reliable, but is not guaranteed as to accuracy or completeness, and is not to be 
construed as a representation by the Underwriters.  Statements contained in this Official Statement which 
involve estimates, forecasts or matters of opinion, whether or not expressly so described herein, are 
intended solely as such and are not to be construed as a representation of facts.  The information and 
expressions of opinion herein are subject to change without notice, and neither the delivery of this 
Official Statement nor any sale made hereunder shall, under any circumstances, create any implication 
that there has been no change in the affairs of the Authority or the City since the date hereof.  This 
Official Statement, including any supplement or amendment hereto, is intended to be deposited with one 
or more repositories.  The Underwriters have provided the following sentence for inclusion in this 
Official Statement: The Underwriters have reviewed the information in this Official Statement in 
accordance with, and as part of, their responsibilities to investors under the federal securities laws as 
applicable to the facts and circumstances of this transaction, but the Underwriters do not guarantee the 
accuracy or completeness of such information.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITERS MAY 
OVERALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET 
PRICE OF THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN 
THE OPEN MARKET.  SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT 
ANY TIME.  THE UNDERWRITERS MAY OFFER AND SELL THE BONDS TO CERTAIN 
DEALERS, INSTITUTIONAL INVESTORS AND OTHERS AT PRICES LOWER THAN THE 
PUBLIC OFFERING PRICES STATED ON THE COVER PAGE HEREOF AND SUCH PUBLIC 
OFFERING PRICES MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITERS.

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, 
AS AMENDED, IN RELIANCE UPON AN EXEMPTION FROM THE REGISTRATION 
REQUIREMENTS CONTAINED IN SUCH ACT.  THE BONDS HAVE NOT BEEN REGISTERED 
OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE.

__________________________

CAUTIONARY STATEMENTS REGARDING FORWARD-LOOKING 
STATEMENTS IN THIS OFFICIAL STATEMENT

Certain statements included or incorporated by reference in this Official Statement constitute 
“forward-looking statements.”  Such statements are generally identifiable by the terminology used, such 
as “plan,” “expect,” “estimate,” “budget” or other similar words.  The achievement of results or other 
expectations contained in forward-looking statements involve known and unknown risks, uncertainties 
and other factors which may cause actual results, performance or achievements to be materially different 
from any future results, performance or achievements expressed or implied by such forward-looking 
statements.  Neither the Authority nor the City plans to issue any updates or revisions to those forward-
looking statements in any event.

The City maintains a website.  However, the information presented there is not part of this 
Official Statement and should not be relied upon in making an investment decision with respect to the 
Bonds.
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1  Preliminary, subject to change.

OFFICIAL STATEMENT

$________________1

SACRAMENTO CITY FINANCING AUTHORITY

$___________________*

2006 Capital Improvement 
Revenue Bonds, 

Series C
(300 Richards Boulevard Building 

Acquisition)

$___________________*

2006 Taxable Capital 
Improvement Revenue Bonds, 

Series D
(300 Richards Boulevard Building 

Acquisition)

$________________*

2006 Refunding Revenue Bonds, 
Series E

(Master Lease Program Facilities)

INTRODUCTION

This Introduction is qualified in its entirety by reference to the more detailed information 
included and referred to elsewhere in this Official Statement.  The offering of the Bonds to potential 
investors is made only by means of the entire Official Statement.  Capitalized terms used in this 
Introduction and not otherwise defined herein shall have the respective meanings assigned to them 
elsewhere in this Official Statement.

Purpose

The purpose of this Official Statement, including the cover page and appendices hereto, is to 
provide certain information concerning the issuance by the Sacramento City Financing Authority (the 
“Authority”) of its 2006 Capital Improvement Revenue Bonds, Series C (300 Richards Boulevard 
Building Acquisition) (the “Series C Bonds”) in the aggregate principal amount of $________________*, 
its 2006 Taxable Capital Improvement Revenue Bonds, Series D (300 Richards Boulevard Building 
Acquisition) (the “Series D Bonds”) in the aggregate principal amount of $________________* and its 
2006 Refunding Revenue Bonds, Series E (Master Lease Program Facilities) (the “Series E Bonds,” and 
together with the Series C Bonds, the “Tax-Exempt Bonds,” and together with the Series C Bonds and the 
Series D Bonds, the “Bonds”) in the aggregate principal amount of $________________*.  The Bonds are 
being issued to provide funds (i) to finance the acquisition and build-out of certain public capital 
improvements and the acquisition of certain adjacent undeveloped real property, all within the City of 
Sacramento, (ii) to refund all or a portion of the Authority’s outstanding 2001 Capital Improvement 
Revenue Bonds, Series A (Water and Capital Improvement Projects) (the “2001 Bonds”), 2002 Revenue 
Bonds, Series A (City Hall and Redevelopment Projects) (the “2002 Bonds”),  and 2003 Capital 
Improvement Revenue Bonds (911 Call Center and Other Municipal Projects) (the “2003 Bonds”), (iii) to 
fund reserve subaccounts for the Bonds [or to purchase certain reserve fund surety bonds,] and (iv) to pay 
costs of issuance of the Bonds.  The portions of the 2001 Bonds, 2002 Bonds and 2003 Bonds being 
refunded are collectively referred to herein as the “Refunded Bonds.”  See “THE PLAN OF FINANCE” 
and “ESTIMATED SOURCES AND USES OF FUNDS” herein.

Authority for Issuance

The Bonds are being issued pursuant to the Marks-Roos Local Bond Pooling Act of 1985, 
constituting Article 4, Chapter 5, Division 7, Title 1 (commencing with Section 6584) of the Government 
Code of the State (the “Act”), a resolution of the Authority adopted on _____, 2006 and a resolution of 
the City of Sacramento (the “City”) adopted on _______, 2006 and an Indenture, dated as of December 1, 
2006 (the “Indenture”) by and between the Authority and The Bank of New York Trust Company, N.A., 
as trustee (the “Trustee”).  The City will enter into the Program Obligation (as described below) pursuant 
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to and in accordance with its charter, applicable laws of the State and the foregoing resolutions.

The Authority

The Authority is a joint exercise of powers authority organized under the laws of the State of 
California (the “State”) and composed of the City and the Redevelopment Agency of the City of 
Sacramento (the “Redevelopment Agency”).  The Authority was created primarily to provide financing of 
public capital improvements and/or the purchase by the Authority of local obligations within the meaning 
of the Act.

Security for the Bonds

The Bonds are limited obligations of the Authority, payable from and secured as to the payment 
of the principal thereof and the interest and redemption premium, if any, thereon solely from the 
Revenues.  Generally, Revenues consist of all amounts payable by the City pursuant to the Program 
Obligation described below, all moneys in the funds and accounts under the Indenture (other than the 
Rebate Fund and with respect to the subaccounts within the Reserve Account, only in accordance with the 
provisions of the Indenture) and all investment income with respect to any money held by the Trustee 
(other than moneys on deposit in the Rebate Fund).  The Authority has entered into the Program 
Obligation pursuant to a program to provide assistance to the City in the financing and refinancing of 
capital improvements to achieve its public purposes.  See APPENDIX A – “GENERAL INFORMATION 
REGARDING THE CITY OF SACRAMENTO” for a discussion of certain economic and statistical 
information with respect to the City.

The Program Obligation and the Master Project Lease

The Program Obligation, payment on which secures repayment of the Bonds, consists of a 
Seventh Amendment to Master Project Lease, dated as of December 1, 2006 (the “Seventh Amendment to 
Master Project Lease”) between the Authority and the City.  The Seventh Amendment to Master Project 
Lease amends a Master Project Lease, dated as of December 1, 1999, as amended (the “Master Project 
Lease”) between the Authority and the City, pursuant to which the City leases various real properties and 
improvements thereon from the Authority.  See APPENDIX C – “THE MASTER LEASED 
PROPERTY.”  The Seventh Amendment to Master Project Lease adds to the real properties and 
improvements leased under the Master Project Lease (the real properties and improvements so added 
constitute the “2006 C,D&E Leased Property”).  The Seventh Amendment to Master Project Lease 
requires the City to make scheduled base rental payments (the “2006 C,D&E Base Rental Payments”) to 
the Authority for the lease of the 2006 C,D&E Leased Property.  The 2006 C,D&E Base Rental Payments 
are calculated to be equal to the scheduled debt service on the Bonds.  Payments required to be made by 
the City pursuant to the Master Project Lease (including the 2006 C,D&E Base Rental Payments) (the 
“Base Rental Payments”) secure the series of bonds issued by the Authority listed in the table appearing 
under the heading “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS – Master Project 
Lease – General.”  All Base Rental Payments are payable on a parity pursuant to the Master Project 
Lease.  The City has covenanted under the Master Project Lease to make the necessary annual 
appropriations for all such Base Rental Payments from its General Fund; provided that Base Rental 
Payments may be abated during any period in which, by reason of material damage or destruction or 
condemnation there is substantial interference with the use and possession by the City of the leased 
facilities.  See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS—Master Project 
Lease,” “RISK FACTORS – Factors Affecting the City’s Ability to Make Payments from its General 
Fund Under the Master Project Lease – Abatement” and APPENDIX D – “SUMMARY OF PRINCIPAL 
LEGAL DOCUMENTS—The Master Project Lease and the First through Seventh Amendments to 
Master Project Lease” for a discussion of certain provisions of the Master Project Lease.
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The Master Site Lease

The real properties leased by the Authority to the City pursuant to the Master Project Lease are 
first leased to the Authority by the City pursuant to a Master Site Lease dated as of December 1, 1999, as 
amended (the “Master Site Lease”).  Pursuant to the Sixth Amendment to Master Site Lease, dated as of 
December 1, 2006 (the “Sixth Amendment to Master Site Lease”) between the City and the Authority, the 
City will lease to the Authority additional real property of the City (the “2006 C,D&E Site,” and together 
with the real property already leased by the City pursuant to the Master Site Lease, the “Master Site”).

Additional Bonds; Obligations on a Parity With Obligations under Program Obligation

The Authority may not issue additional bonds under the Indenture (but may issue bonds or other 
obligations under other indentures).

The City may, pursuant to the terms of the Master Project Lease, incur obligations payable from 
sources of funds on a parity with the sources of funds to be used for the payment of obligations under the 
Master Project Lease.  See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS – Master 
Project Lease – General” and APPENDIX D – “SUMMARY OF PRINCIPAL LEGAL DOCUMENTS – 
The Master Project Lease and the First through Seventh Amendments to Master Project Lease.”

Bonds Constitute Limited Obligations

The Bonds are limited obligations of the Authority payable from and secured as to the payment 
thereof solely from the Revenues and the other funds provided in the Indenture for their payment.  The 
Bonds are not a debt of the City or the State of California or any public agency thereof (other than the 
Authority), and neither the City nor the State of California nor any public agency thereof (other than the 
Authority) is liable therefor.

[Bond Insurance

Payment of the principal of and interest on the Bonds when due will be insured by a [financial 
guaranty] insurance policy (the “Insurance Policy”) issued by [Bond Insurer] (the “Bond Insurer” or 
“_______________”) simultaneously with the delivery of the Bonds.  See “BOND INSURANCE” and 
APPENDIX H – “SPECIMEN BOND INSURANCE POLICY” herein.]

Continuing Disclosure

The City has covenanted for the benefit of holders and beneficial owners of the Bonds to provide 
certain financial information and operating data relating to the City by not later than the last day of the 
ninth month following the end of the City’s fiscal year (which fiscal year currently ends on June 30), 
commencing with the report for the 2006 fiscal year, and to provide notices of the occurrence of certain 
enumerated events, if material.  The Annual Report will be filed by the City with each Nationally 
Recognized Municipal Securities Information Repository and with any then-existing State Repository for 
the State of California (collectively, the “Repositories”).  Currently, there is no State Repository for the 
State of California.  The notices of material events will be filed with the Repositories or the Municipal 
Securities Rulemaking Board (and with the appropriate State information repository, if any).  Annual and 
material event filings may be made by transmitting filings to the Disclosure USA website maintained by 
the Municipal Advisory Counsel of Texas or any successor thereto, or to any other intermediary approved 
by the Securities and Exchange Commission.  These covenants will be made in order to assist the 
Underwriters in complying with Rule 15c2-12 of the Securities and Exchange Commission (the “Rule”).  
As of the date hereof, the City has never failed to comply in any material respect with any previous 
undertakings with regard to the provision of annual reports or notices of material events as required by the 
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Rule.  See APPENDIX F – “PROPOSED FORM OF CONTINUING DISCLOSURE CERTIFICATE” 
herein.

Summaries Not Definitive; Definitions

Brief descriptions of the Bonds, the Indenture, the Master Project Lease, the Seventh Amendment 
to Master Project Lease, the Sixth Amendment to Master Site Lease, the Master Site Lease, the Authority 
and the City are included in this Official Statement.  Such descriptions and summaries do not purport to 
be comprehensive or definitive.  All references herein to the Bonds, the Indenture, the Master Project 
Lease, the Seventh Amendment to Master Project Lease, the Sixth Amendment to Master Site Lease and 
the Master Site Lease are qualified in their entirety by reference to the actual documents, copies of all of 
which are available for inspection at the corporate trust office of the Trustee at 550 Kearny Street, 
Suite 600, San Francisco, California.  Capitalized terms used herein and not otherwise defined herein 
shall have the meanings set forth in the Indenture. Definitions of certain terms used in this Official 
Statement are set forth in APPENDIX D—”SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.”

Additional Information

The City regularly prepares a variety of publicly available reports, including audits, budgets and 
related documents.  Information in such publicly available reports is not incorporated herein by reference.  
Any Bondowner may obtain a copy of any such report, as available, from the Trustee or the City.  
Additional information regarding this Official Statement may be obtained by contacting the Trustee or:

Mr. Thomas P. Friery
City Treasurer
City of Sacramento
915 I Street
HCH, Room 300 #0900
Sacramento, California  95814
(916) 808-5168

THE PLAN OF FINANCE

General

The Authority will apply the proceeds of the Bonds, net of costs of issuance and the amounts 
deposited in [or applied to purchase certain reserve fund surety bonds for deposit to] the reserve fund 
subaccounts for the Bonds, to make a payment to the City, which the City, in turn, will use (i) to finance 
the acquisition and build-out of certain public capital improvements and the acquisition of certain 
adjacent undeveloped real property, all within the City of Sacramento, and (ii) to refund the Refunded 
Bonds.

The Project

The City will apply approximately $________________* of the proceeds of the Series C Bonds 
to finance the acquisition of the real property located at 300 Richards Boulevard, Sacramento, California 
and the improvements thereon, consisting of an approximately 150,000-square-foot office building 
(including the build-out of such office building) and the adjacent parking lot (collectively, the 
“300 Richards Boulevard Building”).  The City will apply approximately $______________* of the 
proceeds of the Series D Bonds to finance the acquisition of certain undeveloped real property adjacent to 
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the 300 Richards Boulevard Building (the “Undeveloped Property,” and collectively with the 
300 Richards Boulevard Building, the “Richards Boulevard Project”).  The City may apply a portion of 
the proceeds of the Series C Bonds and the Series D Bonds to pay the cost of various other capital 
improvement projects at the discretion of the City Council.

Refunding of Refunded Bonds

A portion of the proceeds of the Series E Bonds is expected to be applied to the refunding of 
(i) $_____ million principal amount of the Authority’s $____ million outstanding principal amount of 
2001 Bonds, (ii) $_____ million principal amount of the Authority’s $____ million outstanding principal 
amount of 2002 Bonds, and (iii) $______ million principal amount of the Authority’s $_____ million 
outstanding principal amount of 2003 Bonds.  The table below sets forth the par amount and maturities of 
the Refunded Bonds and the dates on which such Refunded Bonds are to be paid or redeemed.

BONDS TO BE REFUNDED

Issue Maturity Date Interest Rate Principal 
Amount

Outstanding

Principal 
Amount Being 

Refunded

Date of 
Payment or 
Redemption

Redemption 
Price

2001 Bonds

2002 Bonds

2003 Bonds

Total $

Pursuant to an Escrow Agreement dated as of December 1, 2006 (the “Escrow Agreement”) 
between the City and The Bank of New York Trust Company, N.A., as escrow agent (the “Escrow 
Agent”), a portion of the proceeds of the Series E Bonds, together with other available moneys, will be 
deposited into separate accounts relating to the various series of Refunded Bonds within an escrow fund 
to be held by the Escrow Agent.  Amounts deposited into the escrow fund will be applied to purchase 
certain direct noncallable United States Treasury obligations, the principal of and interest on which, 
together with moneys on deposit in the escrow fund, will be sufficient to pay the principal, interest and 
redemption premium, if any, on the Refunded Bonds as the same shall became due and payable at 
maturity or by prior redemption.  Upon such deposit, the Refunded Bonds will no longer be deemed to be 
outstanding, except as to the rights of the owners of such Refunded Bonds to receive payments from the 
applicable escrow account held under the Escrow Agreement.

In connection with the issuance of the Series E Bonds, the City and the Agency will enter into a 
Second Amendment to Merged Downtown Advance Repayment Agreement dated as of December 1, 
2006, amending the Merged Downtown Advance Repayment Agreement dated July 1, 2002, entered into 
by the City and the Agency in connection with the 2002 Bonds, as previously amended to date (the 
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“Advance Repayment Agreement”). Pursuant to the Advance Repayment Agreement, the Agency is 
obligated to repay certain advances made by the City to the Agency from the proceeds of the 2002 Bonds 
for the Merged Downtown Sacramento Redevelopment Project from tax increment revenues generated by 
the redevelopment project area.  The amendment to the Advance Repayment Agreement will amend the 
repayment obligation of the Agency thereunder to reflect the refunding of the allocable portion of the 
2002 Bonds being refunded with the Series E Bonds.  However, such repayments by the Agency to the 
City are not pledged as security for the Bonds and do not constitute Revenues under the Indenture.

ESTIMATED SOURCES AND USES OF FUNDS

The estimated sources and uses of funds with respect to the Bonds are as follows:

Sources: Series C Series D Series E Total
Principal Amount of Bonds $ $ $ $
[Original Issue Premium/Discount]
Transfers from Refunded Bonds Funds and Accounts

Total Sources $ $ $ $

Uses:
Deposit to Series C Program Account(1) $ $ $ $
Deposit to Series D Program Account (1)

Deposit to Escrow Fund (2)

Deposit to Series C Reserve Subaccount
Deposit to Series D Reserve Subaccount
Deposit to Series E Reserve Subaccount
Costs of Issuance(3)

Total Uses $ $ $ $

_______________
(1) To be used to f inance the Richards Boulevard Project.
(2) To be applied to refund the  Refunded Bonds.
(3) Includes underwrite rs’ discount (______) , legal fees, financ ing and consulting fees, fees of bond counse l,  printing costs, rating agency fees 

and other misce llaneous expenses.

THE BONDS

General

The Bonds will be dated the date of their delivery and will bear interest from such date payable 
on June 1, 2007 and semi-annually thereafter on each December 1 and June 1.  Interest on the Bonds will 
be calculated on the basis of a 360-day year of twelve 30-day calendar months.

The Bonds will be delivered in fully registered form only, and when delivered will be registered 
in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York 
(“DTC”).  DTC will act as securities depository for the Bonds.  Ownership interests in the Bonds may be 
purchased in book-entry form only, in denominations of $5,000 principal amount or any integral multiple 
thereof.  Payments of principal, premium, if any, and interest on the Bonds will be paid by the Trustee to 
DTC, which is obligated in turn to remit such principal, premium, if any, and interest on the Bonds to its 
DTC Participants for subsequent disbursement to the beneficial owners of the Bonds.  So long as Cede & 
Co. is the registered owner of the Bonds, as nominee of DTC, references herein to the Owners of the 
Bonds shall mean Cede & Co. and shall not mean the beneficial owners of the Bonds.  See 
APPENDIX G – “BOOK ENTRY ONLY SYSTEM” herein for a further description of DTC and its book-
entry system.
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Redemption of the Series C Bonds

Optional Redemption.  The Series C Bonds maturing on or before December 1, 20__ are not 
subject to optional redemption prior to maturity.  The Series C Bonds maturing on or after December 1, 
20__ are subject to optional redemption by the Authority prior to their respective stated maturity dates as 
a whole or in part on any date on or after December 1, 20__, from any source of available funds, at a 
redemption price equal to the principal amount of the Series C Bonds or portions thereof called for 
redemption, together with accrued interest thereon to the date fixed for redemption, without a redemption 
premium.

Mandatory Sinking Fund Redemption.  The Series C Bonds maturing on December 1, 20__ and 
December 1, 20__ are subject to mandatory sinking fund redemption by the Authority prior to their 
respective stated maturity dates, in part on December 1 of each year set forth below, solely from sinking 
fund payments set forth below due and payable on such dates, at a redemption price equal to the principal 
amount thereof called for redemption, together with accrued interest thereon to the date fixed for 
redemption, without a redemption premium (subject to modification in the event of optional redemption 
as described above or extraordinary redemption as described below):

Series C Bonds Maturing
December 1, 20__

Sinking Fund
Payment Date
(December 1)

Principal
Amount

$
†

_____________
† Final Maturity.

Series C Bonds Maturing
December 1, 20__

Sinking Fund
Payment Date
(December 1)

Principal
Amount

$
†

_____________
† Final Maturity.

Extraordinary Redemption.  The Series C Bonds are subject to extraordinary redemption by the 
Authority prior to their respective stated maturity dates on any date in part in integral multiples of 
five thousand dollars ($5,000) principal amount so that the annual amounts of the interest and principal of 
the Bonds that are allocable to the payment of Base Rental Payments which shall be payable after such 
redemption date shall be as nearly proportional as practicable to the annual amounts of the interest and 
principal then payable on all revenue bonds issued by the Authority that are payable from Base Rental 
Payments then Outstanding, from prepaid Base Rental Payments made by the City from the eminent 
domain proceeds or net insurance proceeds received under the Master Project Lease under the 
circumstances and upon the conditions and terms prescribed in the Master Project Lease, at a redemption 
price equal to the greater of (a) the principal amount of such Series C Bonds to be redeemed and (b) one 
hundred percent (100%) of the Series C Amortized Value, plus accrued  and unpaid interest to the date of 
redemption.

“Series C Amortized Value” means an amount equal to the principal amount of the Series C 
Bonds to be redeemed as described in the preceding paragraph multiplied by the price of such Series C 



Lina...Page 70

10136175.7 70

Bonds expressed as a percentage, calculated based on the industry standard method of calculating bond 
prices, with a delivery date of the date of redemption, a maturity date of the stated maturity date, the 
optional redemption provisions, if any, of such Series C Bonds and a yield equal to such Series C Bonds’ 
original reoffering yield set forth on the inside cover of this Official Statement.

Redemption of the Series D Bonds

Optional Redemption.  [The Series D Bonds are not subject to optional redemption prior to 
maturity.]/[ The Series D Bonds are subject to optional redemption by the Authority prior to their 
respective stated maturity dates as a whole or in part on any date from any source of available funds, at a 
redemption price equal to the Series D Make Whole Redemption Price.

“Series D Make Whole Redemption Price” means a redemption price equal to the greater of (i) 
100 percent of the principal amount of the Series D Bonds to be redeemed; or (ii) the sum of the present 
values of the remaining scheduled payments of principal and interest on the Series D Bonds to be 
redeemed (exclusive of interest accrued to the date fixed for redemption) discounted to the date of 
redemption on a semiannual basis (assuming a 360-day year consisting of twelve 30-day months) at the 
Treasury Rate plus 12.5 basis points), plus in each case, accrued and unpaid interest on the Series D 
Bonds being redeemed to the date fixed for redemption.

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

“Comparable Treasury Price” means, with respect to any redemption date for a Series D Bond, 
(1) the average of the Reference Treasury Dealer Quotations for such redemption date, after excluding the 
highest and lowest Reference Treasury Dealer Quotations, or (2) if the Trustee obtains fewer than four 
such Reference Treasury Dealer Quotations, the average of all such quotations.

“Independent Investment Banker” means one of the Reference Treasury Dealers appointed by the 
Trustee in consultation with the Authority.

“Reference Treasury Dealer” means each of Merrill Lynch, Pierce, Fenner & Smith Incorporated 
and Goldman, Sachs & Co. and their respective successors and three other firms, specified by the 
Authority from time to time, that are primary U.S. Government securities dealers in the City of New York 
(each a “Primary Treasury Dealer”); provided, however, that if any of them ceases to be a Primary 
Treasury Dealer, the Authority will substitute another Primary Treasury Dealer.

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

“Treasury Rate” means, with respect to any redemption date for a particular Series D Bond, the 
rate per annum equal to the semiannual equivalent yield to maturity or interpolated maturity of the 
Comparable Treasury Issue, assuming that the Comparable Treasury Issue is purchased on the redemption 
date for a price equal to the Comparable Treasury Price.]

Mandatory Sinking Fund Redemption.  The Series D Bonds maturing on December 1, 20__ and 
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December 1, 20__ are subject to mandatory sinking fund redemption by the Authority prior to their 
respective stated maturity dates, in part on December 1 of each year set forth below, solely from sinking 
fund payments set forth below due and payable on such dates, at a redemption price equal to the principal 
amount thereof called for redemption, together with accrued interest thereon to the date fixed for 
redemption, without a redemption premium (subject to modification in the event of optional redemption 
as described above or extraordinary redemption as described below):

Series D Bonds Maturing
December 1, 20__

Sinking Fund
Payment Date
(December 1)

Principal
Amount

$

†

_____________
† Final Maturity.

Series D Bonds Maturing
December 1, 20__

Sinking Fund
Payment Date
(December 1)

Principal
Amount

$

†

_____________
† Final Maturity.

Extraordinary Redemption.  The Series D Bonds are subject to extraordinary redemption by the 
Authority prior to their respective stated maturity dates on any date in part in integral multiples of 
five thousand dollars ($5,000) principal amount so that the annual amounts of the interest and principal of 
the Bonds that are allocable to the payment of Base Rental Payments which shall be payable after such 
redemption date shall be as nearly proportional as practicable to the annual amounts of the interest and 
principal then payable on all revenue bonds issued by the Authority that are payable from Base Rental 
Payments then Outstanding, from prepaid Base Rental Payments made by the City from the eminent 
domain proceeds or net insurance proceeds received under the Master Project Lease under the 
circumstances and upon the conditions and terms prescribed in the Master Project Lease, at a redemption 
price equal to the Series D Make Whole Redemption Price (as previously defined).

Redemption of the Series E Bonds

Optional Redemption.  [The Series E Bonds are not subject to optional redemption prior to 
maturity.]/[The Series E Bonds are subject to optional redemption by the Authority prior to their 
respective stated maturity dates as a whole or in part on any date from any source of available funds, at a 
redemption price equal to the Series E Make Whole Redemption Price.

“Series E Make Whole Redemption Price” means a redemption price equal to [TO COME].]

Mandatory Sinking Fund Redemption.  The Series E Bonds maturing on December 1, ____ and 
December 1, ____, are subject to mandatory sinking fund redemption by the Authority prior to their 
stated maturity date, in part on December 1 of each year set forth below, solely from sinking fund 
payments due and payable on such dates, at a redemption price equal to the principal amount thereof 
called for redemption, together with accrued interest thereon to the date fixed for redemption, without a 
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redemption premium, in the principal amounts and on the dates set forth below (subject to modification in 
the event of optional redemption as described above or extraordinary redemption as described below):

Series E Bonds Maturing
December 1, 20__

Sinking Fund
Payment Date
(December 1)

Principal
Amount

$

†

_____________

† Final Maturity.

Series E Bonds Maturing
December 1, 20__

Sinking Fund
Payment Date
(December 1)

Principal
Amount

$

†

_____________

† Final Maturity.

Extraordinary Redemption.  The Series E Bonds are subject to extraordinary redemption by the 
Authority prior to their respective stated maturity dates on any date in part in integral multiples of 
five thousand dollars ($5,000) principal amount so that the annual amounts of the interest and principal of 
the Bonds that are allocable to the payment of Base Rental Payments which shall be payable after such 
redemption date shall be as nearly proportional as practicable to the annual amounts of the interest and 
principal then payable on all revenue bonds issued by the Authority that are payable from Base Rental 
Payments then Outstanding, from prepaid Base Rental Payments made by the City from the eminent 
domain proceeds or net insurance proceeds received under the Master Project Lease under the 
circumstances and upon the conditions and terms prescribed in the Master Project Lease, at a redemption 
price equal to [the greater of (a) the principal amount of such Series E Bonds to be redeemed and (b) one 
hundred percent (100%) of the Series E Amortized Value, plus accrued  and unpaid interest to the date of 
redemption.]/[the Series E Make Whole Redemption Price (as previously defined).]

[“Series E Amortized Value” means an amount equal to the principal amount of the Series E 
Bonds to be redeemed as described in the preceding paragraph multiplied by the price of such Series E 
Bonds expressed as a percentage, calculated based on the industry standard method of calculating bond 
prices, with a delivery date of the date of redemption, a maturity date of the stated maturity date, the 
optional redemption provisions, if any, of such Series E Bonds and a yield equal to such Series E Bonds’ 
original reoffering yield set forth on the inside cover of this Official Statement.]

General Redemption Provisions

Selection of Bonds for Redemption.  If less than all of the Bonds are to be redeemed at the option 
of the Authority at any one time, the Treasurer shall select the Series of Bonds to be so redeemed.  If less 
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than all of the Bonds of a Series are to be redeemed at the option of the Authority at any one time, the 
Treasurer shall select the maturity date or dates of the Bonds of such Series to be redeemed, and if less 
than all of the Bonds of any one Series and maturity are to be redeemed by the Authority at any one time, 
the Trustee shall select the Bonds or portions thereof of such Series and maturity date to be redeemed in 
integral multiples of $5,000 in any manner that the Trustee deems appropriate.

Notice of Redemption.  The Trustee will mail notice of redemption by first-class mail at least 30 
but not more than 60 days prior to the redemption date, to the respective Owners of all Bonds selected for 
redemption in whole or in part at their respective addresses appearing on the registration books, and to 
DTC and the Information Services; provided, that neither failure to receive any such mailed notice nor 
any immaterial defect contained therein shall affect the sufficiency or validity of the proceedings for the 
redemption; and provided further, that any such notice of redemption may be cancelled or annulled by 
written request of the Authority to the Trustee at least five days prior to the date fixed for redemption, 
whereupon the Trustee shall forthwith give appropriate notice of such cancellation and annulment to all 
the recipients of such notice of redemption.  So long as DTC is acting as securities depository for the 
Bonds, notice of redemption will be mailed to DTC, not to the Beneficial Owners of any Bonds 
designated for redemption.

In the event of redemption of Bonds or portions hereof (other than mandatory sinking fund 
redemption), the Trustee shall mail a notice of redemption upon receipt of a Written Request of the 
Authority, but only after the Authority shall have deposited with or otherwise made available to the 
Trustee the money required for payment of the redemption price of all Bonds or portions thereof then to 
be called for redemption (or the Trustee determines that money will be deposited with or otherwise made 
available to it in sufficient time for such purpose, in which event the notice of redemption shall state that 
the proposed redemption is conditioned on there being on deposit on the redemption date sufficient 
money to pay the full redemption price of the Bonds or such portions thereof to be redeemed), together 
with the estimated expense of giving such notice.

Effect of Redemption.  If notice of redemption has been duly given under the Indenture and not 
cancelled as provided in the Indenture and money for the payment of the redemption price of the Bonds 
or portions thereof so called for redemption is held by the Trustee, then on the date fixed for redemption 
designated in such notice such Bonds or such portions 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 shall 
cease to accrue and the Holders of such Bonds shall have no rights in respect thereof except to receive 
payment of the redemption price thereof.
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DEBT SERVICE SCHEDULE

The table on the following page sets forth the debt service schedule for the Bonds.  (For a table 
setting forth the debt service on all of the City’s outstanding general fund obligations, see the table 
entitled “GENERAL FUND OBLIGATION DEBT SERVICE” in APPENDIX A hereto.)

Debt Service Schedule

2006 C Bonds 2006 D Bonds 2006 E Bonds

Payment Date Principal Interest Principal Interest Principal Interest
Semi-Annual
Debt Service

Annual
Debt Service

6/1/2007
12/1/2007
6/1/2008

12/1/2008
6/1/2009

12/1/2009
6/1/2010

12/1/2010
6/1/2011

12/1/2011
6/1/2012

12/1/2012
6/1/2013

12/1/2013
6/1/2014

12/1/2014
6/1/2015

12/1/2015
6/1/2016

12/1/2016
6/1/2017

12/1/2017
6/1/2018

12/1/2018
6/1/2019

12/1/2019
6/1/2020

12/1/2020
6/1/2021

12/1/2021
6/1/2022

12/1/2022
6/1/2023

12/1/2023
6/1/2024

12/1/2024
6/1/2025

12/1/2025
6/1/2026

12/1/2026
6/1/2027

12/1/2027
6/1/2028

12/1/2028
6/1/2029

12/1/2029
6/1/2030

12/1/2030
6/1/2031

12/1/2031
6/1/2032

12/1/2032
6/1/2033

12/1/2033
6/1/2034

12/1/2034
6/1/2035

12/1/2035
6/1/2036

12/1/2036
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6/1/2037
12/1/2037
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SECURITY AND SOURCES OF PAYMENT FOR THE BONDS

Pledge Under the Indenture

The Bonds are limited obligations of the Authority, payable from, and secured as to the payment 
of the interest thereon and the principal thereof and redemption premiums, if any, thereon solely from the 
Revenues and certain other funds provided in the Indenture.  Under the Indenture, “Revenues” is defined 
as (a) all Program Obligation Payments, including all amounts realized upon the enforcement of the 
Program Obligation Payments due under the Program Obligation; (b) all money deposited and held from 
time to time in any of the accounts and funds established under the Indenture (except the Rebate Fund and 
with respect to the subaccounts within the Reserve Account, only in accordance with the provisions of the 
Indenture); and (c) all investment income with respect to any money held by the Trustee in the accounts 
and funds established under the Indenture (except the Rebate Fund).  Pursuant to the Indenture, the Bonds 
are secured by a first pledge of and charge and lien upon the Revenues for the payment of the interest on 
and principal of and redemption premiums, if any, on the Bonds as and when they respectively become 
due in accordance with the terms thereof.

THE BONDS ARE LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE FROM 
AND SECURED AS TO THE PAYMENT THEREOF SOLELY FROM THE REVENUES AND THE 
OTHER FUNDS PROVIDED IN THE INDENTURE FOR THEIR PAYMENT.  THE BONDS ARE 
NOT A DEBT OF THE CITY OR ANY PUBLIC AGENCY THEREOF (OTHER THAN THE 
AUTHORITY), AND NEITHER THE CITY NOR THE STATE OF CALIFORNIA NOR ANY PUBLIC 
AGENCY THEREOF (OTHER THAN THE AUTHORITY) IS LIABLE THEREFOR.

Master Project Lease

General.  The Program Obligation to be acquired by the Authority with the proceeds of the 
Bonds consists of the Seventh Amendment to Master Project Lease.  Set forth below is a brief description 
of the Master Project Lease as amended thereby.  For a more complete description of the provisions of 
such documents, see APPENDIX D – “SUMMARY OF PRINCIPAL LEGAL DOCUMENTS” herein.

Pursuant to the Seventh Amendment to Master Project Lease, the Authority has agreed to lease to 
the City the 2006 C,D&E Leased Property, and the City has agreed to pay the 2006 C,D&E Base Rental 
Payments on the terms and conditions set forth in the Master Project Lease.  Pursuant to the Seventh 
Amendment to Master Project Lease, the 2006 C,D&E Leased Property is added to the Master Leased 
Property and the 2006 C,D&E Base Rental Payments constitute Base Rental Payments pursuant to the 
Master Project Lease.  All Base Rental Payments (including the 2006 C,D&E Base Rental Payments) are 
payable on a parity pursuant to the Master Project Lease.  The Master Project is described generally 
below under “– Master Leased Property” and in APPENDIX C—”THE MASTER LEASED 
PROPERTY.”

The City and the Authority originally executed and entered into the Master Project Lease in 
conjunction with the Authority’s 1999 Capital Improvement Revenue Bonds (see table below).  This lease 
provided for the City to lease from the Authority certain parcels of real estate and their related 
improvements.  These parcels were leased to the Authority from the City pursuant to the Master Site 
Lease.

The City subsequently amended the Master Project Lease and the Master Site Lease as of July 1, 
2000, April 1, 2001, July 1, 2002, September 1, 2003, June 1, 2006 and, in the case of the Master Project 
Lease, June 1, 2005.  Base Rental Payments required to be made by the City pursuant to the Master 
Project Lease secure the series of bonds issued by the Authority listed in the following table.
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All Base Rental Payments (including the 2006 C,D&E Base Rental Payments) are payable on a 
parity pursuant to the Master Project Lease.  The following table describes the dates of execution and 
subsequent six amendments preceding the Seventh Amendment to Master Project Lease.  Also included 
are the initial principal amounts and outstanding amounts of bonds that will be secured by Base Rental 
Payments upon the delivery of the Bonds (but not including the Bonds).  See “– Base Rental Payments” 
below. 

Leases and Adoption 
Dates

Authority Bonds and Initial Principal Amount Secured by 
Base Rental Payments

Outstanding 
Amount of Bonds 
Secured by Base 
Rental Payments

(upon delivery of the 
Bonds)

Master Project Lease
December 1, 1999

1999 Capital Improvement Revenue Bonds
(Solid Waste and Redevelopment Projects)

$15,635,000

$1,460,000

First Amendment to 
Master Project

Lease
July 1, 2000

2000 Capital Improvement Revenue Bonds
(City of Sacramento 2000 Public Safety 

and Parking Improvements)
$40,745,000

$0

Second Amendment
to Master Project

Lease
April 1, 2001

2001 Capital Improvement Revenue Bonds, Series A
(Water and Capital Improvements Projects)

$206,780,000

[$128,005,000]*

Third Amendment
to Master Project Lease

July 1, 2002

2002 Revenue Bonds, Series A
(City Hall and Redevelopment Projects)

$133,660,000

[$86,695,000]*

Fourth Amendment
to Master Project Lease

September 1, 2003

2003 Capital Improvement Revenue Bonds
(911 Call Center and Other Municipal Projects)

$68,470,000

[$64,585,000]*

Fifth Amendment
to Master Project Lease

December 1, 2005

2005 Refunding Revenue Bonds
(Solid Waste, Redevelopment and Master Lease Program 

Facilities)
$143,730,000(1)

$143,730,000 

Sixth Amendment to 
Master Project Lease 

June 1, 2006

2006 Capital Improvement Revenue Bonds, Series A
(Community Reinvestment Capital Improvement Program) 

$95,900,000
and

2006 Taxable Capital Improvement Revenue Bonds, Series B
(Community Reinvestment Capital Improvement Program)

$55,235,000

$151,135,000 

__________________________

* Pre liminary, subject to change . Reflects the proposed refunding of  all or a portion of the Authority’s 2001, 2002 and 2003 Bonds with 
a portion of the proceeds of the Series E Bonds.
Refunded a portion of the 1999 Capital Improvement Revenue Bonds (Solid Waste and Redevelopment Projects) , the 2001 Capital (1)
Improvement Revenue Bonds, Series A (Water and Capital Improvement Projec ts) and the 2002 Revenue  Bonds, Series A (City Hall 
and Redevelopment Projec ts) and a ll of the 2000 Capital Improvement Revenue Bonds (City of  Sacramento 2000 Public Safety and 



Lina...Page 78

10136175.7 78

Parking Improvements).
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Base Rental Payments.  Pursuant to the Master Project Lease, the City agrees to pay to the 
Authority as rental for the use and occupancy of the Master Leased Property (defined below), Base Rental 
Payments in amounts sufficient to pay debt service on the Bonds and the allocable portion of any other 
bonds (including the bonds identified in the table above) payable from Base Rental Payments.

Covenant to Appropriate.  Under the Master Project Lease, the City covenants to take such action 
as may be necessary to include all Base Rental Payments (including the 2006 C,D&E Base Rental 
Payments) and any Additional Rental Payments due under the Master Project Lease in its annual budgets 
and to make the necessary annual appropriations for all such rental payments; provided that Base Rental 
Payments may be abated during any period in which, by reason of material damage or destruction or 
condemnation there is substantial interference with the use and possession by the City of the leased 
facilities.  The City agrees under the Master Project Lease to furnish to the Trustee, within ninety (90) 
days after the final adoption of each annual budget of the City, a certification that the annual proposed 
budget of the City for the fiscal year beginning on such date contains such necessary annual 
appropriations.  See “RISK FACTORS – Factors Affecting the City’s Ability to Make Payments from its 
General Fund Under the Master Lease – Abatement” and APPENDIX D – “SUMMARY OF PRINCIPAL 
LEGAL DOCUMENTS—The Master Project Lease and the First through Seventh Amendments to 
Master Project Lease —Annual Budgets; Reporting Requirements” herein.

Master Leased Property.  The property which, from time to time, will be the subject of the 
Master Project Lease (the “Master Leased Property”) will be selected by the City from an inventory of 
City-owned property required to be maintained by the City pursuant to the Master Project Lease.  The 
City has obligated itself to maintain not less than 50% of the pool of assets comprising the Master Leased 
Property as assets identified as “Essential Assets.”  “Essential Assets” is defined in the Master Project 
Lease as assets necessary to provide municipal services related to the health, safety and welfare of the 
citizens of the City.  The definition of “Essential Assets” includes, among other things, police, fire 
protection, transportation, solid waste, animal control, communication, infrastructure, city cemetery, 
parking, tree maintenance and City support and administrative facilities and utilities.  Assets excluded 
from the definition of “Essential Assets” are assets used for leisure or cultural activities including City-
owned parks, zoos, open space, golf courses, libraries, museums and learning centers.  For a description 
of the assets that will be leased pursuant to the Master Site Lease and the Master Project Lease as of the 
date of issuance of the Bonds and additional information regarding the City-owned property that may be 
included in the pool of assets available to be leased under the Master Project Lease from time to time 
comprising the Master Leased Property, see APPENDIX C – “THE MASTER LEASED PROPERTY” 
herein.

The Master Project Lease may be amended to add additional property to the Master Leased 
Property leased under the Master Project Lease to enable the City to secure the payment of additional 
bonds of the Authority payable from additional Base Rental Payments.  See APPENDIX D – 
“SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—The Master Project Lease and the First through 
Seventh Amendments to Master Project Lease—Addition or Deletion of Portions of the Project” herein.

The City may amend the Master Project Lease to add, delete or substitute any real property 
comprising the Master Leased Property upon delivery to any bond insurer then insuring any of the related 
revenue bonds, the rating agencies then rating any related revenue bonds (including the Bonds) and the 
Trustee, among other items, (i) a certificate of the City evidencing, among other things, (A) that the fair 
annual rental value of the Master Leased Property after such amendment will be at least equal to 125% of 
the maximum amount of Base Rental Payments becoming due in the then current or in any subsequent 
year ending on December 1; (B) that the Master Leased Property is composed of at least 50% “Essential 
Assets” after such amendment; (C) that such amendment does not adversely affect the City’s use and 
occupancy of the Master Leased Property for the purposes intended; and (D) that the useful life of the 
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Master Leased Property after any such amendment equals or exceeds the remaining term of all of the 
bonds secured by the Base Rental Payments.  See APPENDIX D – “SUMMARY OF PRINCIPAL 
LEGAL DOCUMENTS—The Master Project Lease and the First through Seventh Amendments to 
Master Project Lease—Addition or Deletion of Portions of the Project” herein.

Abatement.  During any period in which, by reason of material damage or destruction or 
condemnation there is substantial interference with the use and possession by the City of any portion of 
the Master Leased Property, such interference shall first be allocated to that portion (if any) of the Master 
Leased Property usable by the City that was not financed or refinanced with the proceeds of any revenue 
bonds issued by the Authority, and thereafter Base Rental Payments due under the Master Project Lease 
will be abated proportionately by the fractional amount that the cost of the portion of the Master Leased 
Property financed or refinanced with the proceeds of any revenue bonds issued by the Authority that are 
payable on a parity from Base Rental Payments damaged or destroyed or condemned bears to the entire 
cost of the Master Leased Property.  The foregoing calculation will be made by the City and set forth in 
writing to the Authority, the Trustee, any bond insurer then insuring any related revenue bonds and the 
rating agencies then insuring any related revenue bonds (including the Bonds).  See “RISK FACTORS – 
Factors Affecting the City’s Ability to Make Payments from its General Fund Under the Master Project 
Lease – Abatement” and APPENDIX D – “SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—The 
Master Project Lease and the First through Seventh Amendment to Master Project Lease—Rental 
Abatement” herein.

Pursuant to the Master Project Lease, in the event that Base Rental Payments due pursuant to the 
Master Project Lease are abated (in whole or in part) the City and the Authority have agreed to use their 
best efforts to substitute in place of the damaged, destroyed or condemned real property, consistent with 
the limitations contained in the Master Project Lease (as described under “Master Leased Property” 
above), other real property and improvements of the City.  See APPENDIX D – “SUMMARY OF 
PRINCIPAL LEGAL DOCUMENTS—The Master Project Lease and the First through Seventh 
Amendments to Master Project Lease—Substitution of Portions of the Project” herein.

Reserve Subaccounts.  Pursuant to the Indenture, there is established within the Reserve Account 
in the Revenue Fund a Reserve Subaccount for each Series of Bonds.  Bond proceeds shall be deposited 
in each such Reserve Subaccount in an amount equal to the Reserve Requirement for the related Series of 
Bonds (which amount is initially $__________ for the Series C Bonds, $_____________ for the Series D 
Bonds and $____________ for the Series E Bonds, upon delivery of the Bonds).  See APPENDIX D – 
“SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—Definitions.”  Except for withdrawals of 
amounts in excess of the applicable Reserve Requirement as provided in the Indenture, amounts held in 
each Reserve Subaccount may be used and withdrawn solely for the purpose of paying any deficiency in 
2006 C,D&E Base Rental Payments with respect to the related Series of Bonds.  The City agrees in the 
Seventh Amendment to Master Project Lease that, if ever either Reserve Subaccount is drawn upon, the 
first 2006 C,D&E Base Rental Payments made thereafter shall be used to restore such Reserve 
Subaccount to an amount equal to the applicable Reserve Requirement; provided, that after the related 
Series of Bonds are no longer Outstanding under the Indenture, any balance of money remaining in the 
related Reserve Subaccount shall be transferred to such other fund or account of the City or shall be 
otherwise used by the City for any lawful purpose as the City may direct.  See APPENDIX D – 
“SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—The Master Project Lease and the First through 
Seventh Amendments to Master Project Lease—Reserve Account” herein.

Certain Covenants of the City.  Under the Master Project Lease, the City agrees that it will, at its 
own cost and expense, maintain, preserve and keep the Master Leased Property in good repair and 
working order, pay all taxes or other charges which may be levied upon the Master Leased Property, 
maintain insurance on the Master Leased Property (either through commercial carriers or, to the extent 
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permitted by the Master Project Lease, self insurance), and cause the net proceeds of any insurance 
payment or any condemnation award to be applied to the prompt repair, restoration, modification, 
improvement or replacement of such damaged, destroyed or condemned portion of the Master Leased 
Property (or prepay the Master Project Lease subject to certain limitations in the Master Project Lease).  
See APPENDIX D – “SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—The Master Project Lease 
and the First through Seventh Amendments to Master Project Lease—Insurance” herein.

Master Project Lease Not Debt.  The obligations of the City under the Master Project Lease do 
not constitute debt of the City within the meaning of any constitutional or statutory debt limitation and 
neither the full faith and credit nor the taxing power of the City or any agency or department thereof is 
pledged to the payment of the rental payments due under the Master Project Lease.

No Cross-Collateralization.  The Authority has other series of bonds outstanding that are secured 
by and payable from existing Base Rental Payments.  Such payments are not available to pay the 2006 
C,D&E Base Rental Payments and do not secure the Bonds.  See “– General” for a description of the 
Authority’s other outstanding bonds.

[bond insurance]

[TO COME]

RISK FACTORS

General

The following general risk factors should be considered along with all other information in this 
Official Statement by potential investors in evaluating the Bonds.  There can be no assurance that other 
risk factors will not become material in the future.  Some of the events which could affect the receipt of 
Revenues by the Authority in an amount sufficient to pay the principal of and interest on the Bonds are 
outlined below.  The following discussion of risks is not meant to be an exhaustive list of the risks 
associated with the purchase of the Bonds and does not necessarily reflect the relative importance of the 
various risks.  See also “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND 
APPROPRIATIONS.”  Certain additional factors relating to the City to be considered are described in 
APPENDIX A  – “GENERAL INFORMATION CONCERNING THE CITY OF SACRAMENTO.”

All Base Rental Payments (including the 2006 C,D&E Base Rental Payments) are payable on a 
parity pursuant to the Master Project Lease. The ability of the Authority to pay principal of and interest 
on the Bonds depends primarily upon the timely receipt by the Authority of the Revenues from the 
Program Obligation.

Program Obligation Not a Debt of the City.  The obligation to make the Base Rental Payments 
under the Master Project Lease does not constitute a debt of the City within the meaning of any 
constitutional or statutory debt limitation and neither the full faith and credit nor the taxing power of the 
City, or any agency or department thereof is pledged to the payment of the Base Rental Payments 
pursuant to the Master Project Lease.

Bankruptcy and Equitable Limitations.  The rights and remedies provided in the Program 
Obligation may be limited by and are subject to the provisions of federal bankruptcy laws, as now or 
hereafter enacted, and to other laws or equitable principles that may affect the enforcement of creditors’ 
rights.  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 Bonds, the 
Indenture, the Master Project Lease and other related documents, by bankruptcy, reorganization, 
moratorium, insolvency, fraudulent conveyance or other similar laws relating to or affecting the 
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enforcement of creditors’ rights, to the application of equitable principles, to the exercise of judicial 
discretion in appropriate cases and to the limitation on legal remedies against public agencies in the State.

Under Chapter 9 of the Bankruptcy Code (Title 11, United States Code) which governs the 
bankruptcy proceedings for public agencies such as the City, there are no involuntary petitions in 
bankruptcy.  If the City were to file a petition under Chapter 9 of the Bankruptcy Code, the Owners and 
the Trustee could be prohibited from taking any steps to enforce their rights under the Program Obligation 
and the Indenture, and from taking any steps to collect amounts due from the City under the Program 
Obligation.

Factors Affecting the City’s Ability to Make Payments from its General Fund Under the 
Master Project Lease

Abatement.  Base Rental Payments under the Master Project Lease are subject to abatement in the 
event of any substantial interference with the City’s use of all or a portion of the Master Leased Property 
due to damage, destruction or condemnation.  While the City is obligated to use its best efforts to 
substitute property under the Master Project Lease for any facility of the Master Leased Property 
damaged, destroyed or condemned, the City may be prevented from doing so by, among other things, the 
inability to identify substitute property meeting the requirements of the Master Project Lease, and there 
can be no assurance that any such substitution will, in fact, be made.  The following sections detail some 
of the risks which may lead to such abatement.

Natural Disasters. The City’s use and occupancy of the Master Leased Property in the future can 
be adversely affected by a variety of natural occurrences.  For example, although the City believes that no 
active or inactive seismic fault lines pass through, or near, the City, the areas in and surrounding the City, 
like those in much of California, may be subject to unpredictable seismic activity.  The City does not 
currently maintain earthquake insurance. See “—Uninsured or Underinsured Loss of Use or Occupancy” 
below.

Flooding would be another possible occurrence.  Recent hydrological analysis of levees in the 
Sacramento area has called into question whether portions of the levees are in a condition sufficient to 
provide adequate protection in the event of a 100-year flood event.  A report prepared by the Sacramento 
Area Flood Control Agency (“SAFCA”) titled “Natomas Levee Evaluation Report” and dated March 13, 
2006 (the “SAFCA Report”) provided data that indicate that a significant portion of the levees which 
provide protection to the Natomas basin do not meet under-seepage and erosion criteria.  A preliminary 
estimate of the cost of necessary repairs exceeded $260 million.  The Army Corps of Engineers (the 
“Corps”), by letter dated  July 20, 2006 through its Sacramento office (the “Corps Letter”), concurred 
with the findings in the SAFCA report.  The Corps stated in the Corps Letter that based information 
available to the Corps, including the information in the SAFCA report, the Corps can no longer support 
its position taken in early 1998 that the levee system surrounding the Natomas area could be certified as 
adequate to provide protection from a 100-year flood event.  The State of California Department of Water 
Resources (“DWR”), based upon the SAFCA report and the Corps’ concurrence in the Corps Letter has 
requested that the Federal Emergency Management Agency undertake to revise the flood insurance maps 
for Natomas Basin, including property where Master Leased Property is located, to accurately reflect the 
level of flood risk.  Remapping areas within North Natomas to be within a 100-year floodplain, would 
have the effect, among others, of causing an increase in the cost of flood insurance to homeowners, area 
businesses and the City.  In addition, failure to correct the condition of the levees could compel the City 
or the State of California Board of Reclamation (which is responsible for flood control along the 
Sacramento and San Joaquin river systems) to impose restrictions on planned property development 
within the North Natomas area which could have an adverse impact on property tax revenues of the City.  
Should there be a levee failure allowing flooding within the City, there could be damage to Master Leased 
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Property, potentially resulting in abatement as discussed above, or other property within the City could be 
damaged, which could have an adverse impact on the property values within the City (reducing property 
tax revenues received by the City).

Other such natural disasters could include, without limitation, landslides, droughts, and 
tornadoes.  One or more of such natural disasters could occur and could result in damage to Master 
Leased Property of varying seriousness. The damage may entail significant 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 such 
repair or replacement.  Under any of these circumstances there could be significant reductions in property 
values within the City (reducing property tax revenues received by the City).  See “—Uninsured or 
Underinsured Loss of Use or Occupancy” below.

Hazardous Substances.  Owners and operators of real property may be required by law to 
remedy conditions of the property 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 “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 substances condition of property 
whether or not the owner (or operator) has anything to do with creating or handling the hazardous 
substance.  Further, it is possible that liabilities may arise in the future with respect to any of the Master 
Leased Property resulting from the existence, currently, on the parcel of a substance presently classified 
as hazardous but that has not been released or the release of which is not presently threatened, or may 
arise in the future resulting from the existence, currently, on the parcel of a substance not presently 
classified as hazardous but that may in the future be so classified.  Further, such 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 value of the affected property or adjacent property, reducing 
property tax revenues received by the City, could subject the City to significant liabilities or could result 
in the City being unable to use any affected Master Leased Property.

Uninsured or Underinsured Loss of Use or Occupancy.  The City may be unable to use and 
occupy all or a portion of the Master Leased Property as a result of casualty losses, including as a result of 
fire, landslide or subsidence, earthquake, flood, act of war or terrorism, or as a result of a title defect.  The 
City’s all risk property insurance has a $100,000 deductible and a $425,000,000 limit shared among a 
small number of [Driver Alliant’s] Public Entity Property Insurance Program members [within the City’s 
declaration].  The policy includes a $25,000,000 dedicated flood insurance limit for the City and does not 
provide earthquake coverage.  There is a combined $100,000,000 limit on the City’s business 
interruption, rental interruption and tax interruption insurance for all City facilities leased under master 
leases.  Should the City lose the ability to use and occupy all or a portion of the Master Leased Property, 
insurance proceeds might not be available or might be insufficient to pay debt service on the Bonds.

Recurring State Budget Deficits.  The State has been experiencing serious budgetary shortfalls 
for the past four fiscal years, and it is currently projected to continue to experience budgetary shortfalls in 
the future.  Although the ability of the State to use local government revenues to balance future State 
budgets has been limited by recently enacted Proposition 1A, State budget decisions may still have a 
profound impact on the City.  See “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON 
TAXES AND APPROPRIATIONS – Proposition 1A” and APPENDIX A – “GENERAL 
INFORMATION REGARDING THE CITY OF SACRAMENTO.”

Possible Recognition of Taxable Gain or Loss upon Defeasance of the Series D Bonds

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

CONSTITUTIONAL AND STATUTORY LIMITATIONS 
ON TAXES AND APPROPRIATIONS

Following is a description of certain constitutional limitations on taxes and appropriations 
applicable to the City.  For a description of other factors relating to the revenues of the City, see 
APPENDIX A – “GENERAL INFORMATION REGARDING THE CITY OF SACRAMENTO.”

Article XIIIA of the State Constitution

Section 1(a) of Article XIIIA of the State Constitution limits the maximum ad valorem tax on real 
property to 1% of full cash value (as defined in Section 2 of Article XIIIA), to be collected by counties 
and apportioned according to law.  Section 1(b) of Article XIIIA provides that the 1% limitation does not 
apply to ad valorem taxes to pay interest or redemption charges on (1) indebtedness approved by the 
voters prior to June 1, 1978 or (2) any bonded indebtedness for the acquisition or improvement of real 
property approved on or after June 1, 1978, by two-thirds of the votes cast by the  voters voting on the 
proposition.  Section 2 of Article XIIIA defines “full cash value” to mean “the county assessor’s valuation 
of real property as shown on the 1975-76 tax bill under full cash value or, thereafter, the appraised value 
of real property when purchased, newly constructed, or a change in ownership has occurred after the 1975 
assessment.”  The full cash value may be adjusted annually to reflect inflation at a rate not to exceed 2% 
per year, or to reflect a reduction in the consumer price index or comparable data for the area under taxing 
jurisdiction or reduced in the event of declining property value caused by substantial damage, destruction 
or other factors.  Legislation enacted by the State Legislature to implement Article XIIIA provides that 
notwithstanding any other law, local agencies may not levy any ad valorem property tax except to pay 
debt service on indebtedness approved by the voters as described above.

The voters of the State subsequently approved various measures which further amended 
Article XIIIA.  One such amendment generally provides that the purchase or transfer of (i) real property 
between spouses or (ii) the principal residence and the first $1,000,000 of the full cash value of other real 
property between parents and children, do not constitute a “purchase” or “change of ownership” 
triggering reassessment under Article XIIIA.  This amendment could serve to reduce the property tax 
revenues of the City.  Other amendments permitted the State Legislature to allow persons over 55 or 
“severely disabled homeowners” who sell their residence and buy or build another of equal or lesser value 
within two years in the same county, to transfer the old residence’s assessed value to the new residence.

In the November 1990 election, the voters approved the amendment of Article XIIIA to permit 
the State Legislature to exclude from the definition of “newly constructed” the construction or installation 
of seismic retrofitting improvements or improvements utilizing earthquake hazard mitigation technologies 
constructed or installed in existing buildings after November 6, 1990.

Article XIIIA has also been amended to permit reduction of the “full cash value” base in the event 
of declining property values caused by damage, destruction or other factors, provided that there would be 
no increase in the “full cash value” base in the event of reconstruction of property damaged or destroyed 
in a disaster.  See APPENDIX A – “GENERAL INFORMATION REGARDING THE CITY OF 
SACRAMENTO – City Finances – Property Taxation Within the City” herein.

Article XIIIB of the State Constitution

Article XIIIB of the State Constitution limits the annual appropriations of the State and of any 
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city, county, school district, special district, authority or other political subdivision of the State to the 
appropriations limit for the prior fiscal year, as adjusted for changes in the cost of living, population and 
services for which the fiscal responsibility is shifted to or from the governmental entity.  The “base year” 
for establishing this appropriations limit is the 1978-79 fiscal year.  The appropriations limit may also be 
adjusted in emergency circumstances, subject to limitations.

Appropriations of an entity of local government subject to Article XIIIB generally include 
authorizations to expend during a fiscal year the “proceeds of taxes” levied by or for the entity, exclusive 
of certain State subventions, refunds of taxes, and benefit payments from retirement, unemployment 
insurance and disability insurance funds.  “Proceeds of taxes” include, but are not limited to, all tax 
revenues, certain State subventions received by the local governmental entity and the proceeds to the 
local governmental entity from (1) regulatory licenses, user charges, and user fees (to the extent that such 
proceeds exceed the cost of providing the service or regulation) and (2) the investment of tax revenues.  
Article XIIIB provides that if a governmental entity’s revenues in any year exceed the amounts permitted 
to be spent, the excess must be returned by revising tax rates or fee schedules over the subsequent two 
fiscal years.

Article XIIIB does not limit the appropriation of moneys to pay debt service on indebtedness 
existing or authorized as of January 1, 1979, or for bonded indebtedness approved thereafter by a vote of 
the electors of the issuing entity at an election held for that purpose, or appropriations for certain other 
limited purposes.  Furthermore, in 1990, Article XIIIB was amended to exclude from the appropriations 
limit “all qualified capital outlay projects, as defined by the Legislature” from proceeds of taxes.  The 
Legislature has defined “qualified capital outlay project” to mean a fixed asset (including land and 
construction) with a useful life of 10 or more years and a value which equals or exceeds $100,000.  As a 
result of this amendment, the appropriations to pay the lease payments on the City’s long-term general 
fund lease obligations (including the Master Project Lease) are generally excluded from the City’s 
appropriations limit.

The City’s appropriation limit for the 2006-07 fiscal year is estimated to be $508,337,000 for 
which expenditures subject to the appropriation limitation are $348,491,000.

Articles XIIIC and XIIID of the State Constitution

On November 5, 1996, the voters of the State approved Proposition 218, known as the “Right to 
Vote on Taxes Act.”  Proposition 218 adds Articles XIIIC and XIIID to the California Constitution and 
contains a number of interrelated provisions affecting the ability of the City to levy and collect both 
existing and future taxes, assessments, fees and charges.  The interpretation and application of 
Proposition 218 will ultimately be determined by the courts with respect to a number of the matters 
discussed below, and it is not possible at this time to predict with certainty the outcome of such 
determination.

Article XIIIC requires that all new local taxes be submitted to the electorate before they become 
effective.  Taxes for general governmental purposes of the City require a majority vote and taxes for 
specific purposes, even if deposited in the City’s General Fund, require a two-thirds vote.  Further, any 
general purpose tax which the City imposed, extended or increased without voter approval after 
December 31, 1994 may continue to be imposed only if approved by a majority vote in an election which 
must be held within two years of November 5, 1996.  The voter approval requirements of Article XIIIC 
reduce the flexibility of the City to raise revenues for the General Fund, and no assurance can be given 
that the City will be able to impose, extend or increase such taxes in the future to meet increased 
expenditure needs.

The City currently imposes the following general taxes: business operations tax, utility users tax, 
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real property transfer tax and transient occupancy tax.  Since all of these taxes were imposed prior to 
January 1, 1995 and have not been extended or increased since such date, such taxes should be exempt 
from the requirements of Article XIIIC.  Any future increases in these taxes, however, would be subject to 
the voter requirement of Article XIIIC.

Article XIIID also adds several provisions making it generally more difficult for local agencies to 
levy and maintain fees, charges, and assessments for municipal services and programs.  These provisions 
include, among other things, (i) a prohibition against assessments which exceed the reasonable cost of the 
proportional special benefit conferred on a parcel, (ii) a requirement that assessments must confer a 
“special benefit,” as defined in Article XIIID, over and above any general benefits conferred, (iii) a 
majority protest procedure for assessments which involves the mailing of notice and a ballot to the record 
owner of each affected parcel, a public hearing and the tabulation of ballots weighted according to the 
proportional financial obligation of the affected party, and (iv) a prohibition against fees and charges 
which are used for general governmental services, including police, fire or library services, where the 
service is available to the public at large in substantially the same manner as it is to property owners.

The City currently levies assessments for three service districts, 42 maintenance districts and six 
property and business improvement districts.  These assessments total approximately $17.5 million 
annually.  The City believes that each of such assessments and districts complies with the requirements of 
Article XIIID, unless otherwise exempt.  Subsequent increases of such assessments, if any, would be 
required to comply.

The City also levies assessments for 24 improvement districts under the California improvement 
district acts, which assessments total approximately $15.8 million annually.  Each of such assessments, 
unless otherwise exempt, secure bonded indebtedness payable from such assessments and have no claim 
on the City’s General Fund.

Article XIIIC also removes limitations on the initiative power in matters of reducing or repealing 
local taxes, assessments, fees or charges.  No assurance can be given that the voters of the City will not, in 
the future, approve an initiative or initiatives which reduce or repeal local taxes, assessments, fees or 
charges currently comprising a substantial part of the City’s General Fund.  If such repeal or reduction 
occurs, the City’s operations could be adversely affected.

Statutory Spending Limitations

A statutory initiative (“Proposition 62”) was adopted by the voters voting in the State at the 
November 4, 1986 General Election which (1) requires that any tax for general governmental purposes 
imposed by local governmental entities be approved by resolution or ordinance adopted by two-thirds 
vote of the governmental agency’s legislative body and by a majority of the electorate of the 
governmental entity, (2) requires that any special tax (defined as taxes levied for other than general 
governmental purposes) imposed by a local governmental entity be approved by a two-thirds vote of the 
voters within that jurisdiction, (3) restricts the use of revenues from a special tax to the purposes or for the 
service for which the special tax was imposed, (4) prohibits the imposition of ad valorem taxes on real 
property by local governmental entities except as permitted by Article XIIIA, (5) prohibits the imposition 
of transaction taxes and sales taxes on the sale of real property by local governmental entities and 
(6) requires that any tax imposed by a local governmental entity on or after August 1, 1985 be ratified by 
a majority vote of the electorate within two years of the adoption of the initiative or be terminated by 
November 15, 1988.

Following its adoption by the voters, various provisions of Proposition 62 were declared 
unconstitutional at the appellate court level.  On September 28, 1995, however, the California Supreme 
Court, in Santa Clara City Local Transportation Authority v. Guardino, upheld the constitutionality of 
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the portion of Proposition 62 requiring a two-thirds vote in order for a local government or district to 
impose a special tax, and, by implication, upheld a parallel provision requiring a majority vote in order 
for a local government or district to impose any general tax.  The Santa Clara decision did not address the 
question of whether or not it should be applied retroactively.

In response to the Santa Clara decision, the California Legislature adopted Assembly Bill 1362, 
which provided that the Santa Clara decision should apply only prospectively to any tax that was 
imposed or increased by an ordinance or resolution adopted after December 14, 1995.  Assembly Bill 
1362 was vetoed by the Governor, hence the application of the Santa Clara decision on a retroactive basis 
remains unclear.

The Santa Clara decision also did not decide the question of the applicability of Proposition 62 to 
charter cities such as the City.  Two cases decided by the California Courts of Appeals in 1993, Fielder v. 
City of Los Angeles (1993) 14 Cal. App. 4th 137 (rev. den. May 27, 1993), and Fisher v. County of 
Alameda (1993) 20 Cal. App. 4th 120 (rev. den. Feb. 24, 1994), held that the restriction imposed by 
Proposition 62 on property transfer taxes did not apply to charter cities because charter cities derive their 
power to enact such taxes under Article XI, Section 5 of the California Constitution relating to municipal 
affairs.

Proposition 62, as an initiative statute, does not have the same level of authority as a 
constitutional initiative, but is analogous to legislation adopted by the State Legislature, except that it may 
be amended only by a vote of the State’s electorate.  However, Proposition 218, as a constitutional 
amendment, is applicable to charter cities and supersedes many of the provisions of Proposition 62.

The City does not believe that it imposes any tax or fee which is subject to the provisions of 
Proposition 62.

Proposition 1A

As part of Governor Schwarzenegger’s agreement with local jurisdictions, Senate Constitutional 
Amendment No. 4 was enacted by the Legislature and subsequently approved by the voters as 
Proposition 1A (“Proposition 1A”) at the November 2004 election.  Proposition 1A amended the State 
Constitution to, among other things, reduce the Legislature’s authority over local government revenue 
sources by placing restrictions on the State’s access to local governments’ property, sales and vehicle 
license fee revenues as of November 3, 2004, and by providing that the State may not reduce any local 
sales tax rate, limit existing local government authority to levy a sales tax rate or change the allocation of 
local sales tax revenues, subject to certain exceptions.  See APPENDIX A – “GENERAL 
INFORMATION REGARDING THE CITY OF SACRAMENTO—CITY FINANCES—Impact of State 
Budget on City” for additional information regarding Proposition 1A and the circumstances in which 
allocations may be changed.

Future Initiatives

Articles XIIIA, XIIIB, XIIIC and XIIID and Propositions 62 and 1A were each adopted as 
measures that qualified for the ballot pursuant to the State’s initiative process.  From time to time other 
initiative measures could be adopted, further affecting the City’s revenues or the City’s ability to expend 
revenues.

THE AUTHORITY

The Authority was established pursuant to a Joint Exercise of Powers Agreement dated 
October 1, 1989, by and between the City and the Redevelopment Agency of the City of Sacramento in 
accordance with the provisions of Articles 1, 2 and 4, Chapter 5, Division 7, Title 1 of the California 
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Government Code.  The Board of Directors of the Authority is comprised of the members of the City 
Council.  The Authority was created primarily for the purpose of providing financing for public capital 
improvements and/or the purchase by the Authority of local obligations within the meaning of the Act.

THE CITY

The City is a charter city incorporated in 1849 and the location of the State capitol.  The City is 
located approximately 75 miles northeast of San Francisco, in the south central portion of the Sacramento 
Valley.  For a more detailed description of the City, including certain economic and demographic 
information relating to the City, see APPENDIX A – “GENERAL INFORMATION REGARDING THE 
CITY OF SACRAMENTO” herein.

CERTAIN LEGAL MATTERS

The validity of the Bonds under certain other legal matters are subject to the approving opinion of 
Orrick, Herrington & Sutcliffe llp, Bond Counsel to the Authority.  A complete copy of the proposed 
form of Bond Counsel Opinion is contained in Appendix E to this Official Statement.  Certain legal 
matters will be passed upon for the Underwriters by Nixon Peabody LLP, San Francisco, California.  
Certain legal matters will be passed upon for the Authority and the City by the City Attorney and by 
Orrick, Herrington & Sutcliffe llp, in its capacity as Authority Bond Counsel and City Special Counsel.  
Neither Bond Counsel nor Underwriters’ Counsel undertakes any responsibility for the accuracy, 
completeness or fairness of this Official Statement.

CONTINUING DISCLOSURE

The City has covenanted for the benefit of holders and beneficial owners of the Bonds to provide 
certain financial information and operating data relating to the City by not later than the last day of the 
ninth month following the end of the fiscal year (which currently would be by March 31 based upon the 
June 30 end of the City’s fiscal year), commencing with the report for the 2006 fiscal year (the “Annual 
Report”), and to provide notices of the occurrence of certain enumerated events, if material.  The Annual 
Report will be filed by the City with each Nationally Recognized Municipal Securities Information 
Repository and with the appropriate State information depository, if any.  The notices of material events 
will be filed by the City with the Municipal Securities Rulemaking Board (and with the appropriate State 
information depository, if any).  Annual and material event filings may be made by transmitting filings to 
the Disclosure USA website maintained by the Municipal Advisory Counsel of Texas or any successor 
thereto, or to any other intermediary approved by the Securities and Exchange Commission.  The specific 
nature of the information to be contained in the Annual Report or the notices of material events will be set 
forth in a Continuing Disclosure Certificate related to the Bonds substantially in the form set forth in 
APPENDIX F – “PROPOSED FORM OF CONTINUING DISCLOSURE CERTIFICATE.”  These 
covenants have been made in order to assist the Underwriters complying with S.E.C. Rule 15c2-12(b)(5).  
The City has never failed to comply in any material respect with any previous undertakings with regard to 
said Rule to provide annual reports or notices of material events.

LITIGATION

There is no litigation pending or, to the knowledge of the Authority or the City, threatened in any 
way to restrain or enjoin the issuance, execution or delivery of the Bonds, to contest the validity of the 
Bonds, the Indenture, the Master Project Lease, the Seventh Amendment to Master Project Lease, the 
Master Site Lease, the Sixth Amendment to Master Site Lease or any proceeding of the Authority or the 
City with respect thereto.  In the opinion of counsel to the Authority (subject to the limitations set forth in 
such counsel’s legal opinion rendered in connection with the issuance of the Bonds), there are no lawsuits 
or claims pending against the Authority which will materially affect the ability of the Authority to pay the 
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principal and interest of the Bonds when due.  In the opinion of the City Attorney (subject to the 
limitations set forth in such counsel’s legal opinion rendered in connection with the issuance of the 
Bonds), there are no lawsuits or claims pending against the City which will materially affect the ability of 
the City to pay the Base Rental Payments under the Master Project Lease.

TAX MATTERS

Tax-Exempt Bonds

In the opinion of Orrick, Herrington & Sutcliffe llp, Bond Counsel to the Authority (“Bond 
Counsel”), 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 Tax-Exempt Bonds is excluded from gross income for federal income tax 
purposes under Section 103 of the Internal Revenue Code of 1986 (the “Code”) and is exempt from State 
of California personal income taxes. Bond Counsel is of the further opinion that interest on the Tax-
Exempt Bonds is not a specific preference item for the purposes of 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. A complete copy of the 
proposed form of opinion of Bond Counsel is set forth in APPENDIX E hereto.

To the extent the issue price of any maturity of the Tax-Exempt Bonds is less than the amount to 
be paid at maturity of such Tax-Exempt Bonds (excluding amounts stated to be interest and payable at 
least annually over the term of the Bonds), the difference constitutes “original issue discount,” the accrual 
of which, to the extent properly allocable to each beneficial owner thereof, is treated as interest on the 
Tax-Exempt Bonds which is excluded from gross income for federal income tax purposes and from State 
of California personal income taxes. For this purpose, the issue price of a particular maturity of the Tax-
Exempt Bonds is the first price at which a substantial amount of such maturity of such Tax-Exempt 
Bonds is sold to the public (excluding bond houses, brokers, or similar persons or organizations acting in 
the capacity of underwriters, placement agents or wholesalers). The original issue discount with respect to 
any maturity of such Tax-Exempt Bonds accrues daily over the term to maturity of such Tax-Exempt 
Bonds on the basis of a constant interest rate compounded semiannually (with straight-line interpolations 
between compounding dates). The accruing original issue discount is added to the adjusted basis of such 
Tax-Exempt Bonds to determine taxable gain or loss upon disposition (including sale, redemption, or 
payment on maturity) of such Tax-Exempt Bonds. Beneficial owners of the Tax-Exempt Bonds should 
consult their own tax advisors with respect to the tax consequences of ownership of Series C Bonds with 
original issue discount, including the treatment of owners who do not purchase such Tax-Exempt Bonds 
in the original offering to the public at the first price at which a substantial amount of such Tax-Exempt 
Bonds is sold to the public.

Tax-Exempt Bonds purchased, whether at original issuance or otherwise, for an amount higher 
than their principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium 
Bonds”) will be treated as having amortizable bond premium. No deduction is allowable for the 
amortizable bond premium in the case of bonds, like the Premium Bonds, the interest on which is 
excluded from gross income for federal income tax purposes. However, the amount of tax exempt interest 
received, and a beneficial owner’s basis in a Premium Bond, will be reduced by the amount of 
amortizable bond premium allocable to such beneficial owner. Beneficial owners of Premium Bonds 
should consult their own tax advisors with respect to the proper treatment of amortizable bond premium 
in their particular circumstances.

The Code imposes various restrictions, conditions, and requirements relating to the exclusion 
from gross income for federal income tax purposes of interest on obligations such as the Tax-Exempt 
Bonds. The City and the Authority have made certain representations and covenanted to comply with 
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certain restrictions, conditions and requirements designed to ensure that interest on the Tax-Exempt 
Bonds will not be included in federal gross income. Inaccuracy of these representations or failure to 
comply with these covenants may result in interest on the Tax-Exempt Bonds being included in gross 
income for federal income tax purposes, possibly from the date of original issuance of the Tax-Exempt 
Bonds. The opinion of Bond Counsel assumes the accuracy of these representations and compliance with 
these covenants. Bond Counsel has not undertaken to determine (or to inform any person) whether any 
actions taken (or not taken) or events occurring (or not occurring), or any other matters coming to Bond 
Counsel’s attention after the date of issuance of the Tax-Exempt Bonds may adversely affect the value of, 
or the tax status of interest on, the Tax-Exempt Bonds.

Certain requirements and procedures contained or referred to in the Master Project Lease, the 
Indenture, the Tax Certificate, and other relevant documents may be changed and certain actions 
(including, without limitation, defeasance of the Tax-Exempt Bonds) may be taken or omitted under the 
circumstances and subject to the terms and conditions set forth in such documents. Bond Counsel 
expresses no opinion as to any Tax-Exempt Bonds or the interest thereon if any such change occurs or 
action is taken or omitted upon the advice or approval of bond counsel other than Orrick, Herrington & 
Sutcliffe LLP.

Although Bond Counsel is of the opinion that interest on the Tax-Exempt Bonds is excluded from 
gross income for federal income tax purposes and is exempt from State of California personal income 
taxes, the ownership or disposition of, or the accrual or receipt of interest on, the Tax-Exempt Bonds may 
otherwise affect a beneficial owner’s federal or state or local tax liability. The nature and extent of these 
other tax consequences depends upon the particular tax status of the beneficial owner or the beneficial 
owner’s other items of income or deduction. Bond Counsel expresses no opinion regarding any such other 
tax consequences.

Future legislation, if enacted into law, or clarification of the Code may cause interest on the Tax-
Exempt Bonds to be subject, directly or indirectly, to federal income taxation or otherwise prevent 
beneficial owners from realizing the full current benefit of the tax status of such interest. The introduction 
or enactment of any such future legislation or clarification of the Code may also affect the market price 
for, or marketability of, the Tax-Exempt Bonds. Prospective purchasers of the Tax-Exempt Bonds should 
consult their own tax advisers regarding any pending or proposed federal tax legislation, as to which 
Bond Counsel expresses no opinion.

The opinion of Bond Counsel is based on current legal authority, covers certain matters not 
directly addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment 
of the Tax-Exempt Bonds for federal income tax purposes. It is not binding on the Internal Revenue 
Service (“IRS”) or the courts. Furthermore, Bond Counsel cannot give and has not given any opinion or 
assurance about the future activities of the City and the Authority or about the effect of future changes in 
the Code, the applicable regulations, the interpretation thereof or the enforcement thereof by the IRS. The 
City and the Authority have covenanted, however, to comply with the requirements of the Code.

Bond Counsel’s engagement with respect to the Tax-Exempt Bonds ends with the issuance of the 
Tax-Exempt Bonds and, unless separately engaged, Bond Counsel is not obligated to defend the City and 
the Authority or the beneficial owners regarding the tax-exempt status of the Tax-Exempt Bonds in the 
event of an audit examination by the IRS. Under current procedures, parties other than the City and 
Authority, and their appointed counsel, including the beneficial owners, would have little, if any, right to 
participate in the audit examination process. Moreover, because achieving judicial review in connection 
with an audit examination of tax-exempt bonds is difficult, obtaining an independent review of IRS 
positions with which the City and the Authority legitimately disagrees may not be practicable. Any action 
of the IRS, including but not limited to selection of the Tax-Exempt Bonds for audit, or the course or 
result of such audit, or an audit of bonds presenting similar tax issues may affect the market price for, or 
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the marketability of, the Tax-Exempt Bonds, and may cause the City and the Authority or the beneficial 
owners to incur significant expense.

Series D Bonds

In the opinion of Orrick, Herrington & Sutcliffe llp, Bond Counsel to the Authority, interest on 
the Series D Bonds is exempt from State of California personal income taxes.  Bond Counsel observes  
that interest on the Series D Bonds is not excluded from gross income for federal income tax purposes 
under Section 103 of the Code.  Bond Counsel expresses no opinion regarding any other federal or state 
tax consequences relating to the ownership or disposition of, or the accrual or receipt of interest on, the 
Series D Bonds.  The proposed form of opinion of Bond Counsel is contained in APPENDIX E hereto.

The following is a summary of certain of the United States federal income tax consequences of 
the ownership of the Series D Bonds as of the date hereof.  Each prospective investor should consult with 
its own tax advisor regarding the application of United States federal income tax laws, as well as any 
state, local, foreign or other tax laws, to its particular situation.

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

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

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

Holders of the Series D Bonds that allocate a basis in the Series D Bonds that is greater than the 
principal amount of the Series D Bonds should consult their own tax advisors with respect to whether or 
not they should elect to amortize such premium under section 171 of the Code.

If a holder purchases the Series D Bonds for an amount that is less than the principal amount of 
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the Series D Bonds, and such difference is not considered to be de minimis, then such discount will 
represent market discount that ultimately will constitute ordinary income (and not capital gain).  Further, 
absent an election to accrue market discount currently, upon a sale or exchange of a Series D Bond, a 
portion of any gain will be ordinary income to the extent it represents the amount of any such market 
discount that was accrued through the date of sale.  In addition, absent an election to accrue market 
discount currently, the portion of any interest expense incurred or continued to carry a market discount 
bond that does not exceed the accrued market discount for any taxable year will be deferred.

Although the Series D Bonds are expected to trade “flat,” that is, without a specific allocation to 
accrued interest, for federal income tax purposes, a portion of the amount realized on sale attributed to the 
Series D Bonds will be treated as accrued interest and thus will be taxed as ordinary income to the seller 
(and will not be subject to tax in the hands of the buyer).

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

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

See also, “RISK FACTORS – Possible Recognition of Taxable Gain or Loss upon Defeasance of 
the Series D Bonds” herein regarding reissuance of the Series D Bonds upon defeasance.
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Foreign Investors.  Distributions on the Series D Bonds to a non-U.S. holder that has no 
connection with the United States other than holding its Series D Bond generally will be made free of 
withholding tax, as long as that the holder has complied with certain tax identification and certification 
requirements.

Circular 230.  Investors are urged to obtain independent tax advice based upon their particular 
circumstances.  The tax discussion above was not intended or written to be used, and cannot be used, for 
the purposes of avoiding taxpayer penalties.  The advice was written to support the promotion or 
marketing of the Series D Bonds.

VERIFICATION OF MATHEMATICAL ACCURACY

[Samuel Klein and Company, Certified Public Accountants], upon delivery of the Bonds, will 
deliver reports on the mathematical accuracy of certain computations, contained in schedules provided to 
them which were prepared by the Underwriters, relating to the sufficiency of the anticipated receipts from 
the escrow securities deposited to the escrow fund held by the Escrow Agent to pay, when due, the 
principal, whether at maturity or upon prior repayment, interest and prepayment premium requirements of 
the Refunded Bonds.

The report of [Samuel Klein and Company], will include the statement that the scope of their 
engagement is limited to verifying the mathematical accuracy of the computations contained in such 
schedules provided to them, and that they have no obligation to update their report because of events 
occurring, or data or information coming to their attention, subsequent to the date of their report.

RATINGS

Moody’s Investors Service, Inc. (“Moody’s”) and Standard & Poor’s Ratings Services, a Division 
of The McGraw Hill Companies (“Standard & Poor’s”) have assigned the Bonds ratings of “Aa3” and  
“AA-” respectively.  [In addition, Moody’s and Standard & Poor’s are expected to assign ratings of 
“Aaa” and “AAA,” respectively, to the Bonds based on the understanding that the Insurance Policy will 
be issued by the Bond Insurer simultaneously with the delivery of the Bonds.] Each  rating reflects only 
the views of such organization and any explanation of the significance of such rating may be obtained 
only from Moody’s or Standard & Poor’s.  There is no assurance that any rating will remain in effect for 
any given period of time or that it will not be revised downward or withdrawn entirely by such rating 
agency, if, in the judgment of such rating agency, circumstances so warrant.  Any downward revision or 
withdrawal of any rating may have an adverse effect on the market price of the Bonds.  The Authority and 
the City undertake no responsibility to oppose any such revision or withdrawal.

AUDITED FINANCIAL STATEMENTS

Audited financial statements of the City for the fiscal year ended June 30, 2005 are attached 
hereto as Exhibit B.  The City’s financial statements were audited by the independent accounting firm of 
Macias, Gini & Company, LLP (the “Auditors”).  The Auditors have not reviewed or audited this Official 
Statement  and the City has not sought the consent of the Auditors to the inclusion of the Auditors’ report 
in this Official Statement.

UNDERWRITING

The Bonds are being purchased by the Underwriters (for whom Goldman, Sachs & Co. is acting 
as representative).  The Underwriters have agreed to purchase the Series C Bonds for $__________ 
(which represents the $__________ aggregate principal amount of the Series C Bonds less an 
underwriters’ discount of $_________ and [plus/less] a net original issue [premium/discount] of 
$__________).  The Underwriters have agreed to purchase the Series D Bonds for $__________ (which 
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represents the $__________ aggregate principal amount of the Series D Bonds less an underwriters’ 
discount of $_________).  The Underwriters have agreed to purchase the Series E Bonds for 
$________________ (which represents the $_______________ aggregate principal amount of the Series 
E Bonds less an underwriters’ discount of $____________ and [plus/less] a net original issue 
[premium/discount] of $__________________).  The Purchase Contract pursuant to which the 
Underwriters are purchasing the Bonds provides that the Underwriters will purchase all of the Bonds if 
any are purchased.  The obligation of the Underwriters to make such purchase is subject to certain terms 
and conditions set forth in such contract of purchase.

The Underwriters may offer and sell the Bonds to certain dealers and others at prices different 
from the prices stated on the cover page of this Official Statement.  The offering prices may be changed 
from time to time by the Underwriters.

EXECUTION AND DELIVERY

The execution and delivery of this Official Statement have been duly authorized by the Authority 
and the City.

SACRAMENTO CITY FINANCING AUTHORITY

By:
Thomas P. Friery

Treasurer

CITY OF SACRAMENTO

By:
Thomas P. Friery

City Treasurer
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APPENDIX A

GENERAL INFORMATION REGARDING
THE CITY OF SACRAMENTO
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APPENDIX B

AUDITED FINANCIAL STATEMENTS
OF THE CITY
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APPENDIX C

THE MASTER LEASED PROPERTY

General.  The assets that will comprise the Master Leased Property as of the date of issuance of 
the Bonds will consist of the assets identified generally below (including those identified in bold, which 
constitute the 2006 C,D&E Leased Property), all of which are located in the City.  The Base Rental 
Payments are payable by the City under the Master Project Lease for the right to use and possession of the 
Master Leased Property.  Pursuant to the Master Project Lease, upon delivery of the Bonds, the City will 
be obligated to pay 2006 C,D&E Base Rental Payments in the aggregate principal components of 
$________________*, as well as the 1999, 2001, 2002, 2003, 2005 and 2006 Base Rental Payments in 
the aggregate principal components of $1,460,000, [$__________*,] [$_________*,] [$_________*,] 
$143,730,000 and $151,135,000, respectively, for the right of use and possession of the Master Leased 
Property identified below.  The Master Project Lease may be amended in the future to add additional 
property to the Master Leased Property to enable the City to secure the payment of additional bonds of 
the Authority payable from additional Base Rental Payments under the Master Project Lease.  The City 
may also add, delete or substitute assets pursuant to the Master Project Lease.  See “SECURITY AND 
SOURCES OF PAYMENT FOR THE BONDS – The Master Project Lease – Master Leased Property” 
herein.

_____________________________
*Preliminary, subject to change.

[Remainder of page intentionally left blank.]
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Essential Assets

Estimated 
Value

(Historical) Non-Essential Assets

Estimated Value
(Historical)

Sac River-West Treatment Plant $68,000,000 Memorial Auditorium $44,750,965
City Hall 54,801,000 Cavanaugh Golf Course 26,144,167
Pioneer Reservoir 40,000,000 Seymour Park 23,140,029
Granite Regional Park 33,533,136 Del Paso Park 22,699,660
Sump #2 30,000,000 Fremont Park 21,170,160
Lot G 25,849,342 Reichmuth Park 19,028,100
Sac River-West Treatment Plant-Basin 3 25,000,000 Southside Park 17,681,600
Hansen Ranch Park Site 22,849,398 Coloma Community Center 14,011,268
24th Street Corporation Yard 22,347,461 Cesar E. Chavez Park 13,531,350
Lot H 21,620,450 Garcia Bend Park 9,743,171
Lot C 21,325,928 Glenbrook Park 9,738,810
Florin Reservoir 20,118,000 Muir Park 9,120,900
Meadowview Corp Yard 15,606,083 O’Neil Field 8,440,800
35th Corp Yard 14,645,176 Curtis Park 7,350,009
Historic City Hall 11,328,315 Oki Park 7,074,630
Lot R 11,255,947 North Laguna Park 7,039,995
Sequoia Pacific (Warehouse) 3,070,558 Tahoe Park 6,956,880
Rooney Police Station 3,046,527 Carl-Johnson Park 6,856,000
Animal Control Shelter 2,827,397 McKinley Park & Library 6,423,647
Sequoia Pacific (Forensic ID Lab) 2,182,158 Robla Park 5,332,230
Sac River Underground Reservoir 2,000,000 Hall Park 5,243,120
Fire Station #16 1,251,576 South Natomas Library 4,874,679
Fire Station #10 1,049,832 Northgate Park 4,587,315
Fire Station #19 871,373 Orchard Park Site 4,587,315
Fire Station #7 859,421 Washington Park 4,381,760
Fire Station #1 809,120 Winn Park 4,285,740
Fire Station #17 808,147 South Natomas Community Center 4,105,200
Fire Station #14 807,545 Cabrillo Park 2,196,910
Fire Station #15 510,142 Lawrence Park 1,830,758
Rooney Police Garage 170,837 Brockway Park 1,332,560

Stanford Park 1,085,779
Grant Park 1,085,779
Shore Park 811,931

Total $458,544,869 $326,643,217
Total Asset Value Currently Comprising the Leased Property: $785,188,086
Total Principal Amount of the bonds secured by Base Rental Payments: $__________*

*Preliminary, subject to change

In accordance with the Master Project Lease, the estimated value of the Master Leased Property 
identified above is determined by the City as of the date such property is originally included in the Master 
Leased Property.
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APPENDIX D

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS
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APPENDIX E

PROPOSED FORM OF OPINION OF BOND COUNSEL

[to come from bond counsel]
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APPENDIX F

PROPOSED FORM OF CONTINUING DISCLOSURE CERTIFICATE
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APPENDIX G

BOOK ENTRY ONLY SYSTEM

General

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the 
Bonds.  The Bonds will be issued as fully-registered securities registered in the name of Cede & Co. 
(DTC’s partnership nominee) or such other name as may be requested by an authorized representative of 
DTC.  One fully-registered Bond will be delivered for each Series and maturity of the Bonds, in the 
aggregate principal amount of such Series and maturity, and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New 
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a 
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York 
Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A 
of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 2.2 million 
issues of U.S. and non-U.S. equity, corporate and municipal debt issues, and money market instruments 
from over 100 countries that DTC’s participants (“Direct Participants”) deposit with DTC.  DTC also 
facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in 
deposited securities, through electronic computerized book-entry transfers and pledges between Direct 
Participants’ accounts.  This eliminates the need for physical movement of securities certificates.  Direct 
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, 
clearing corporations, and certain other organizations.  DTC is a wholly-owned subsidiary of The 
Depository Trust & Clearing Corporation (“DTCC”).  DTCC, in turn, is owned by a number of Direct 
Participants of DTC and Members of the National Securities Clearing Corporation, Fixed Income 
Clearing Corporation, and Emerging Markets Clearing Corporation (NSCC, FICC, and EMCC, also 
subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock 
Exchange LLC, and the National Association of Securities Dealers, Inc.  Access to the DTC system is 
also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies and clearing corporations that clear through or maintain a custodial relationship with a Direct 
Participant, either directly or indirectly (“Indirect Participants”).  DTC has Standard & Poor’s highest 
rating: AAA.  The DTC Rules applicable to its Participants are on file with the Securities and Exchange 
Commission.  More information about DTC can be found at www.dtcc.com and www.dtc.org.

Purchases of the Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Bonds on DTC’s records.  The ownership interest of each actual 
purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect 
Participants’ records.  Beneficial Owners will not receive written confirmation from DTC of their 
purchase.  Beneficial Owners are, however, expected to receive written confirmations providing details of 
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the Beneficial Owner entered into the transaction.  Transfers of ownership interests in the 
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on 
behalf of Beneficial Owners.  Beneficial Owners will not receive certificates representing their ownership 
interests in the Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are 
registered in the name of DTC’s partnership nominee, Cede & Co, or such other name as may be 
requested by an authorized representatives of DTC.  The deposit of Bonds with DTC and their registration 
in the name of Cede & Co. or such other nominee do not effect any change in beneficial ownership.  DTC 
has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the identity 
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of the Direct Participants to whose accounts such Bonds are credited, which may or may not be the 
Beneficial Owners.  The Direct and Indirect Participants will remain responsible for keeping account of 
their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time.  Beneficial Owners of Bonds may wish to take certain 
steps to augment transmission to them of notices of significant events with respect to the Bonds, such as 
redemptions, defaults, and proposed amendments to the applicable documents.  For example, Beneficial 
Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit has agreed to 
obtain and transmit notices to Beneficial Owners, in the alternative, Beneficial Owners may wish to 
provide their names and addresses to the Trustee and request that copies of the notices be provided 
directly to them.

Redemption notices shall be sent to DTC.  If less than all of the Bonds within an issue are being 
prepaid, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such 
issue to be prepaid.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to 
the Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures.  Under its 
usual procedures, DTC mails an Omnibus Proxy to the Authority as soon as possible after the record date.  
The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to 
whose accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus 
Proxy).

Principal, premium, if any, and interest payments with respect to the Bonds will be made to 
Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.  DTC’s 
practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail 
information from the Authority or the Trustee, on each payment date in accordance with their respective 
holdings shown on DTC’s records.  Payments by Participants to Beneficial Owner will be governed by 
standing instructions and customer practices, as is the case with securities held for the accounts of 
customers in bearer form or registered in “street name,” and will be the responsibility of such Participant 
and not of DTC (nor its nominee), the Trustee or the Authority, subject to any statutory or regulatory 
requirements as may be in effect from time to time.  Payment of principal and interest to Cede & Co., or 
such other nominee as may be requested by an authorized representative of DTC, is the responsibility of 
the Authority or the Trustee, disbursement of such payments to Direct Participants will be the 
responsibility of DTC, and disbursement of such payments to the Beneficial Owners shall be 
responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Bonds at 
any time by giving reasonable notice to the Authority or the Trustee.  Under such circumstances, in the 
event that a successor depository is not obtained, Bonds are required to be printed and delivered.

The Authority may decide to discontinue use of the system of book-entry transfers through DTC 
(or a successor securities depository).  In that event, certificates will be printed and delivered to DTC.

The information in this section concerning DTC and DTC’s book-entry system has been obtained 
from sources that the Authority, the City and the Underwriters believe to be reliable, but the Authority, 
the City and the Underwriters take no responsibility for the accuracy thereof.

The Authority and the Trustee cannot and do not give any assurance that DTC, DTC Participants 
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or others will distribute payments of principal, interest or any premium with respect to the Bonds paid to 
DTC or its nominee as the registered owner, or any prepayment or other notices, to the Beneficial Owner, 
or that they will do so on a timely basis or will serve and act in the manner described in this Official 
Statement.  The Authority and the Trustee are not responsible or liable for the failure of DTC or any DTC 
Participant to make any payment or give any notice to a Beneficial Owner with respect to the Bonds or 
any error or delay relating thereto.

The foregoing description of the procedures and record-keeping with respect to beneficial 
ownership interest in the Bonds, payment of principal, premium, if any, interest and other payments on 
the Bonds to DTC Participants or Beneficial Owners, confirmation and transfer of beneficial ownership 
interests in such Bonds and other related transactions by and between DTC, the DTC Participants and the 
Beneficial Owners is based solely on information provided by DTC.  Accordingly, no representations can 
be made concerning these matters and neither the DTC Participants nor the Beneficial Owners should rely 
on the foregoing information with respect to such matters, but should instead confirm the same with DTC 
or the DTC Participants, as the case may be.

Discontinuance of DTC Services

In the event that (a) DTC determines not to continue to act as securities depository for the Bonds 
or (b) the Authority determines to remove DTC from its functions as a depository, DTC’s role as 
securities depository for the Bonds and use of the book-entry system will be discontinued.  If the 
Authority fails to select a qualified securities depository to replace DTC, the Authority will cause the 
Trustee to execute and deliver new Bonds in fully registered form in such denominations numbered in the 
manner determined by the Trustee and registered in the names of such persons as are required in a written 
request of the Authority.  The Trustee shall not be required to deliver such new Bonds within a period of 
less than 60 days from the date of receipt of such written request of the Authority.  Upon such 
registration, such persons in whose names the Bonds are registered will become the registered owners of 
the Bonds for all purposes.

In the event that the book-entry system is discontinued, the following provisions would also 
apply: (a) Bonds may be exchanged for a new Bond or Bonds of the same aggregate principal amount and 
maturity date and of the same or other authorized denominations; (b) any Bond may be transferred on the 
registration books maintained by the Trustee under the Indenture by the person in whose name it is 
registered, in person or by his duly authorized attorney, upon surrender thereof to the Trustee 
accompanied by delivery of a duly executed written instrument of transfer in a form acceptable to the 
Trustee; (c) for every exchange or transfer of Bonds, the Trustee shall require the payment by any Owner 
requesting such transfer or exchange of any tax or other governmental charge that may be imposed with 
respect to such exchange or registration of transfer; (d) the Trustee will not be required to transfer or 
exchange any Bond during the period established by the Trustee for the selection of any Bonds for 
redemption or any Bond which has been selected for redemption in whole or in part from and after the 
day of mailing of a notice of redemption of such Bond selected for redemption; (e) all interest payments 
on the Bonds will be made by check mailed by the Trustee to the Owners thereof to such Owner’s address 
as it appears on the registration books maintained by the Trustee on the fifteenth day of the month next 
preceding such interest payment date; provided, that upon request of a Bondowner of $1,000,000 or more 
in aggregate principal amount of the Bonds received by the Trustee prior to the fifteenth day of the month 
next preceding an interest payment date, interest shall be paid by wire transfer in immediately available 
funds; and (f) all payments of principal, and any premium on the Bonds, will be made upon surrender 
thereof at the corporate trust office of the Trustee specified in the Indenture.



Lin...Page 105

H-105
10136175.7

[APPENDIX H]

SPECIMEN BOND INSURANCE POLICY]


