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In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California, Bond Counsel, subjzct, however, to certain qualifications
described herein, under existing law, the interest on the Bonds is excluded from gross income for federal income tax purposes and is not an item of tax
preference for purposes of the federal alternative minimum tax imposed on individuals and corporations; provided, however, that for the purposes of
computing the alternative minimum tax imposed on certain corporations such interest is required to be taken into azcount in determining certain income
and earnings. In the further opinion of Bond Counsel, such interest is exempt from California personal income taxction. See “TAX MATTERS" herein.
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The 2003 Tax Allocation Reveriue Bonds (Sacramento County and City Redevelopment Projects), Series A (the “Bonds”) are being issued by the
Sacramento County Public Financing Autherity (the “Authority”) pursuant to an Indenture of Trust dated as of Dzcember 1, 2003, by and between the
Authority and U.S. Bank National Association, as trustee, to provide money for loans to the Redevelopment Agency of the County of Sacramento (the
“County Agency”) and the Redevelopment Agency of the City of Sacramento (the “City Agency” and, togsther with the County Agency, the
“Agencies”).

The Bonds are being issued as fully registered bonds, registered in the name of Cede & Co. as nominee of The Depository Trust Company, New
York, New York (“DTC”) and will be available to ultimate purchasers under the book-entry system maintained by DTC. The Bonds will be issued as
current interest bonds (the “Current Interest Bonds™) and capital appreciation bonds (the “Capital Appreciation Bonds”). The Current Interest Bonds
will be issued in denominations of $5,000 or any integral multiple thereof and the Capital Appreciation Bonds are issuable in denominations of $5,000
maturity amount or any integral multiple thereof, each as shown on the inside front cover page of this Official Statement. Interest on the Current
Interest Bonds is payable on June 1 and December 1 of each year, commencing June 1, 2004 (each an “Intzrest Payment Date”). The Capital
Appreciation Bonds accrete interest from the Date of Delivery of the Bonds, compounded semiannually on Juie 1 and December 1 of each year.
Accreted interest is payable only at maturity. Ultimate purchasers of Bonds will not receive physical certificates representing their interest in the Bonds.
So long as the Bonds are registered in the name of,Cede & Co., as nominee of DTC, references herein to the Owners shall mean Cede & Co., and shall
not mean the ultimate purchasers of the Bonds. See APPENDIX G -— “THE BOOK-ENTRY SYSTEM.”

Proceeds of the Bonds will (i) be loaned to the County Agency to fund redevelopment activities in the County Agency’s Mather/McClellan
Merged Project Area, (ii) be loaned to the City Agency to fund redevelopment activities in the City Agency’s Del ?aso Heights Redevelopment Project
Area, (iii) provide for separate reserve accounts available for payment of the obligations of the Agencies under the respective 2003 Loan Agreements
(described herein), and (iv) provide for the costs of issuance of the Bonds.

The Bonds are special obligations of the Authority. No funds or properties of the Authority, other than the moneys described herein, shall be
pledged to, or otherwise liable for, the principal of, premium (if any) or interest on the Bonds. The Bonds are payable from and secured by a first pledge
of Revenues paid to the Authority pursuant to four loan agreements evidencing loans from the Authority to the City Agency or County Agency, as
applicable. Each 2003 Loan Agreement is secured by a pledge of Tax Revenues generated by the applicable Project Area, consisting of one designated
project area of the County Agency and one designated project area of the City Agency. Tax Revenues pledged as security for loan payments consist
prirarily of a portion of tax increment allocated to the Agency pursuant to the California Community Redevelopment Law, constituting Part 1,
Division 24 (commencing with Section 33000) of the California Health and Safety Code (the “Redevelopment Law”). The pledge of Tax Revenues for
each of the Project Areas is cn a parity with other outstanding obligations of such Project Area. See “SECURITY FOR THE BONDS.” No funds or
properties of the Agencies, other than the respective Tax Revenues (defined herein}, are pledged to secure the obligations of the Agencies under the 2003
Loan Agreements. See “SECURITY FOR THE 2003 LOAN AGREEMENTS.”

The Current Interest Bonds are subject to optional and mandatory sinking fund redemption prior to their maturity under certain conditions as
described herein. The Capital Appreciation Bonds are not subject to optional and mandatory sinking fund redemption prior to their maturity. Both the
Current Interest Bonds and the Capital Appreciation Bonds are subject to mandatory redemption upon acceleration of the payments due under a 2003
Loan Agreement upon the occurrence of certain events of default under a 2003 Loan Agreement.

Payment of the principal of (or, in the case of Capital Appreciation Bonds, the accreted value) and interest on the Bonds when due will be insured
by a municipal bond new issue insurance policy to be issued simultaneously with the delivery of the Bonds by Finzncial Guaranty Insurance Company,
doing business in California as “FGIC Insurance Company’

BB Financial Guaranty Insurance
FGIC. Company

FGIC s a registered sorvice mark used by Financial Guaranty Inswrnnce Company, s private company not affilinied with any U.S. Govern nent agency.

THE BONDS ARE SPECIAL OBLIGATIONS OF THE AUTHORITY PAYABLE ONLY FROM REVENUES AND NOT OUT OF
ANY OTHER FUND OR MONEY OF THE AUTHORITY. THE BONDS ARE NOT A DEBT OF THE AGENCIES, THE AUTHORITY,
THE CITY OF SACRAMENTO, THE COUNTY OF SACRAMENTO, THE STATE OF CALIFORNIA OR ANY OF ITS POLITICAL
SUBDIVISIONS AND NEITHER THE AGENCY, THE CITY, THE COUNTY, THE STATE NOR ANY OF ITS POLITICAL SUBDIVI-
SIONS IS LIABLE THEREFOR. THE BONDS DO NOT CONSTITUTE AN INDEBTEDNESS WITHIN THE MEANING OF ANY
CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION. NEITHER THE MEMBERS OF THE AUTHORITY,
THE CITY, THE COUNTY, THE CITY AGENCY, THE COUNTY AGENCY NOR ANY PERSONS EXECUTING THE BONDS ARE
LIABLE PERSONALLY ON THE BONDS BY REASON OF THEIR ISSUANCE.

This cover page contains certain information for quick reference only. It is not a summary of this issue. Investors must read this entire Official
Statement to obtain information essential to the making of an informed investment decision with respect to the Bonds.
MATURITY SCHEDULE
(See Inside Front Cover)
The Bonds are offered when, as and if issued, and accepted by the Underwriter, subject 1o approval as to legaliiy by Jones Hall, A Professional Law
Corporation, San Francisco, California, Bond Counsel, and subject 10 certain other conditions. Certain legal matters will be passed on for the Agencies
by General Counsel to the Sacramento Housing and Redevelopment Agency and by Stradling Yocca Carlson & Rauth, a Professional Corporation,

Newport Beach, California, acting as Disclosure Counsel. Certain matters will be passed on for the Authority by County Counsel. It is anticipated that
the Bonds will be available for delivery in book-entry form, on or about December 23, 2003.

Stone & Youngberg LLC

Dated: December 12, 2003



SACRAMENTO COUNTY PUBLIC FINANCING AUTHORITY
$33,695,587.95

2003 Tax Allocation Revenue Bonds,
Series A

(Sacramento County and City Redevelopment Projects)
MATURITY SCHEDULE

Base CUSIP{: 786129

$13,940,000 Current Interest Serial Bonds

Maturity Principal Interest Maturity Principal Interest

(December 1) Amount Rate Yield CUSIPY} (December 1) Amount Rate Yield CUSIPY
2004 $ 565,000 200 % 1.10% AA4 2014 $ 660,000 375 % 3.90% ALO
2005 515,000 2.00 1.30 AB2 2015 685,000 3.90 4.02 AMS
2006 525,000 2.00 1.65 ACO 2016 715,000 4.00 4.15 AN6
2007 535,000 2.50 2.00 ADS 2017 745,000 4.125 4.25 AP1
2008 545,000 3.00 2.30 AE6 2018 775,000 4.25 437 AQ9
2009 560,000 3.00 2.65 AF3 2019 810,000 4.375 4.50 AR7
2010 580,000 3.00 3.00 AGl 2020 1,550,000 4.50 4.60 ASS
2011 600,000 3.20 3.30 AH9 2021 1,135,000 4.50 4.67 AT3
2012 615,000 3.50 3.55 Al5 2022 1,185,000 5.00 4.70(c) AUO
2013 640,000 4.00 3.75 AK2

$8,165,000 5.125% Term Bonds due December 1, 2028; Yield: 4.84%(c) CUSIP AV8
$9,065,000 4.75% Term Bonds due December 1, 2033; Yield: 4.92% CUSIP AW6
(c) Yield to the call date.
$2,525,587.95 Capital Appreciation Serial Bonds
Original
Maturity Principal Reoffering Reoffering Maturity

(December 1) Amount Yield Price Value CUSIP}
2020 $119,845.35 5.18% 42.051% $ 285,000 BU9
2021 303,380.00 5.26 39.400 770,000 BV7
2022 284,337.90 5.33 36.927 770,000 BW5
2023 352,522.20 5.40 34.561 1,020,000 BX3
2024 248,740.80 5.47 32.304 770,000 BYI
2025 233,171.40 5.52 30.282 770,000 BZ8
2026 219,827.30 5.54 28.549 770,000 CA2
2027 207,653.60 5.55 26.968 770,000 CBO0
2028 196,111.30 5.56 25.469 770,000 CC8
2029 185,177.30 5.57 24.049 770,000 CD6
2030 174,820.80 5.58 22.704 770,000 CE4

1 Copyright 2003, American Bankers Association. CUSIP data herein is provided by Standard & Poor’s, CUSIP Service Bureau, a
division of The McGraw-Hill Companies, Inc. This data is not intended to create a database and does not serve in any way as a
substitute for the CUSIP Services. Neither the Authority nor the Underwriter guarantees the accuracy of the CUSIP data.
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No dealer, broker, salesperson or other person has been authorized by the Redevelopment Agency of
the City of Sacramento, the City of Sacramento, the Redevelopment Agency of the County of Sacramento or
the County of Sacramento to give any information or to make any representations other than those contained
herein and, if given or made, such other information or representations must not be relied upon as having been
authorized by any of the foregoing. This Official Statement does not constitute an offer to sell or the
solicitation of any offer to buy any Bonds by any person in any jurisdiction in which such offer or solicitation
is not authorized or in which the person making such offer or solicitation is not qualified to do so or to any
person to whom it is unlawful for such person to make such an offer, solicitation or sale.

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

The Underwriter has provided the following sentence for inclusion in this Official Statement:

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

This Official Statement is submitted in connection with the sale of the Bonds referred to herein and
may not be reproduced or used, in whole or in part, for any other purpose.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY
OVER ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE
MARKET PRICE OF THE SECURITIES OFFERED HEREBY AT A LEVEL ABOVE THAT
WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

THE UNDERWRITER MAY OFFER AND SELL BONDS TO CERTAIN DEALERS AND
OTHERS AT A PRICE LOWER THAN THE OFFERING PRICE. THE OFFERING PRICE MAY
BE CHANGED FROM TIME TO TIME BY THE UNDERWRITER.

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements” within the meaning of the United States Private Securities Litigation Reform Act
of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and Section 27A of
the United States Securities Act of 1933, as amended. Such statements are generally identifiable by the
terminology such as “plan,” “expect,” “estimate,” “project,” “budget” or other similar words. Such forward-
looking statements include, but are not limited to, certain statements contained in the information under the
caption “HISTORIC AND ESTIMATED TAX REVENUES BY PROJECT AREA.”

” &«

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN
SUCH FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS,
UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS,
PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM ANY
FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH
FORWARD-LOOKING STATEMENTS. THE AGENCIES DO NOT PLAN TO ISSUE ANY UPDATES
OR REVISIONS TO THE FORWARD-LOOKING STATEMENTS SET FORTH IN THIS OFFICIAL
STATEMENT.
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OFFICIAL STATEMENT

SACRAMENTO COUNTY PUBLIC FINANCING AUTHORITY

$33,695,587.95
2003 Tax Allocation Revenue Bonds,
Series A
(Sacramento County and City Redevelopment Projects)

This Official Statement, including the cover page and appendices hereto, is provided to furnish
information in connection with the sale by the Sacramento County Public Financing Authority (the
“Authority”) of its $33,695,587.95 aggregate principal amount of 2003 Tax Allocation Revenue Bonds,
Series A (Sacrarnento County and City Redevelopment Projects) (the “Bonds”™).

INTRODUCTION

This Introduction is subject in all respecis to the more complete information contained elsewhere in
this Official Statement and the offering of the Bonds to potential investors is made orly by means of the entire
Official Statement. Potential investors are encouraged to read the entire Official Statement. Capitalized
terms used and not defined in this Introduction shall have the meanings assigned to them elsewhere in this
Official Statement.

Authority for Issuance. The Bonds are being issued by the Sacramento County Public Financing
Authority (the “Authority”) to fund redevelopmernt activities of the Redevelopment Agency of the County of
Sacramento (the “County Agency”) and of the Redevelopment Agency of the City of Sacramento (the “City
Agency”) (the City Agency and the County Agency are referred to, collectively, as the “Agencies” and
sometimes individually as the “Agency,” as the context requires). The Agencies are redevelopment agencies
existing under the Community Redevelopment Law of the State of California (the “State), constituting Part 1
of Davision 24 (commencing with Section 33000) of the California Health and Safety Code, as amended (the
“Redevelopment Law™). The Bonds are being issued pursuant to an Indenture of Trust (the “Indenture”), dated
as of December 1, 2003, by and between the Authority and U.S. Bank National Association, Los Angeles,
California, as trustee (the “Trustee™).

Use of Proceeds. The proceeds of the Bonds will be used to provide money to be loaned to the
Agencies pursuant to the 2003 Loan Agreements (defined below) to fund redevelopment activities within or of
benefit to the County Agency’s Mather/McClellan Merged Project Area and the City Agency’s Del Paso
Heights Redevelopment Project Area (collectively, the “Project Areas” or, individually, a “Project Area”). A
loan will be made for each Project Area. Loan proceeds will also be used to establish reserve accounts
available for payment of the obligations of the Agencies under the respective 2003 lLoan Agreements and to
pay costs of issuance incurred in connection with the issuance of the Bonds.

Payment. The Bonds will bear (or accrete) interest at the rates and mature i the amounts and on the
dates set forth on the inside cover page of this Official Statement. Interest on the Current Interest Bonds is
payable semiannually on June 1 and December 1 of each year, commencing June 1, 2004. The Capital
Appreciation Bonds accrete interest from the Date of Delivery of the Bonds, compounded semiannually on
June 1 and December 1 of each year. Accreted interest is payable only at maturity. The Current Interest
Bonds and Capital Appreciation Bonds are subject to optional and mandatory redemption prior to their
maturity under certain conditions as described herein. Both the Current Interest Bonds and the Capital
Appreciation Bonds are subject to mandatory redemption upon acceleration of the »ayments due under the



2003 Loan Agreements upon the occurrence of certain events of default under the 2003 Loan Agreements. See
APPENDIX E — “SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS.”
The Bonds are being issued as fully registered bonds, registered in the name of Cede & Co. as nominee of The
Depository Trust Company, New York, New York (“DTC”) and ultimate purchasers of Bonds will not receive
physical certificates representing their interest in the Bonds and transfers and exchanges of Bonds will be
conducted in accordance with DTC procedures. See APPENDIX G — “The Book-Entry System.”

Tax Allocation Financing. In California, the financing and refinancing of redevelopment projects
may be provided by the issuance or incurrence of indebtedness by a redevelopment agency. Such indebtedness
is payable from property taxes collected within a redevelopment project area attributable to the increase in
assessed valuation of property therein as a result of redevelopment activity, as explained in greater detail
herein. The Agencies’ respective 2003 Loan Agreements which are the source of payment of the Bonds are
payable from and secured by certain tax increment revenues of the Agencies, which revenues generally
constitute the “Tax Revenues” of each Project Area, as defined in the loan agreements and described herein.
These tax increment revenues collected upon any increase in taxable valuation over a base year valuation are
allocated to a redevelopment agency and may be pledged by a redevelopment agency to the repayment of any
indebtedness (such as the loans described herein) incurred in financing or refinancing a redevelopment project.
Redevelopment agencies themselves have no authority to levy property taxes and must look specifically to the
allocation of taxes produced as indicated above for repayment of indebtedness. See “SECURITY FOR THE
BONDS.”

Security for the Bonds. The Bonds are special obligations of the Authority payable from and secured
by Revenues (defined herein) consisting primarily of payments to be made by the Agencies to the Authority on
loans (the “2003 Loans™) pursuant to a Loan Agreement dated as of December 1, 2003, by and between the
County Agency and the Authority pertaining to the County Agency’s Mather/McClellan Merged Project Area
(the “2003 Mather/McClellan Loan Agreement™) and a Loan Agreement dated as of December 1, 2003, by and
between the City Agency and the Authority pertaining to the City Agency’s Del Paso Heights Redevelopment
Project Area (the “2003 Del Paso Heights Loan Agreement” and, together with the 2003 Mather/McClellan
Loan Agreement, the “2003 Loan Agreements”). The 2003 Loan for the Del Paso Heights Project Area
matures in 2030, prior to the final maturity of the Bonds and thereafter the Bonds will be secured only by
Revenues derived from the 2003 Mather/McClellan Loan Agreement.

No funds or properties of the Authority, other than the Revenues and certain other moneys described
herein, shall be pledged to, or otherwise liable for, the principal of, premium (if any) or interest on the Bonds.
Revenues generally consist of all of the amounts payable by the Agencies to the Authority pursuant to the 2003
Loan Agreements (other than administrative expenses and indemnity against claims payable to the Authority
and the Trustee and amounts payable as rebate to the federal government) and proceeds of the Bonds deposited
with the Trustee, including all monies deposited and held from time to time by the Trustee in the funds and
accounts established pursuant to the Indenture, and related investment income on moneys held by the Trustee.

Security for the 2003 Loan Agreements. Each of the 2003 Loan Agreements is secured by a lien on
Tax Revenues (defined herein) of the applicable Project Area. The Tax Revenues consist primarily of gross
tax increment revenues (“Tax Increment Revenues™) received by the City Agency or the County Agency, as
the case may be, from the respective Project Area within the applicable Plan Limits, less obligations with
senior claims to Tax Increment Revenues. The senior obligations vary by Project Area, but consist generally
of senior lien debt, pass-through agreements, statutory pass-throughs, administrative charges of the County and
housing set-asides (except where bond proceeds are or have been applied to low and moderate income
housing). See “SECURITY FOR THE 2003 LOAN AGREEMENTS” herein. Tax Revenues from each
Project Area are not security for the loan obligation of the other Project Area.

The County Agency and the City Agency have incurred certain parity obligations and may incur
additional obligations secured by Tax Revenues on a parity with each Agency’s respective 2003 Loan,



provided certain conditions are met, as described herein. See “SECURITY FOR THE 2003 LOAN
AGREEMENTS.”

Risk Factors. Tax Revenues of one Project Area are not pledged to or available for payment of the
obligations of the other Project Area. Since the Revenues securing the Bonds are comprised of commingled
Tax Revenues from two separate Project Areas of separate legal entities, an event of clefault under either 2003
Loan Agreement may result in insufficient Revenues for payment of the principal of, premium (if any) and
interest on the Bonds. Any future decrease in the taxable valuation in the Project Areas or in the applicable tax
rates could reduce the Tax Revenues allocated to the Agencies and correspondingly could have an adverse
impact on the ability of the Agency to pay debt service on the Bonds. Unsecured aircraft valuation in the
Mather/McClellan Project Area may present special risks of reduction in taxable valuation. See “RISK
FACTORS” herein.

Financial Guaranty Insurance for the Bonds. Concurrently with issuance of the Bonds, Financial
Guaranty Insurance Company, doing business in California as “FGIC Insurance Company” (the “Insurer”),
will issue its Municipal Bond New Issue Insurance Policy (the “Policy”) for the Bonds. The Policy
unconditionally guarantees the payment of that portion of the principal of (or, in the case of Capital
Appreciation Bonds, the accreted value) and interest on the Bonds which has become due for payment, but
which is unpaid. See “MUNICIPAL BOND NEW ISSUE INSURANCE POLICY” and APPENDIX G —
“SPECIMEN MUNICIPAL BOND NEW ISSUE INSURANCE POLICY.”

The Project Areas. Table 1 below provides a general description of each of the Project Areas. See
“THE MATHER/McCLELLAN MERGED PROJECT AREA” and “THE DEL PASO HEIGHTS

REDEVELOPMENT PROJECT AREA?” for additional information on land use and property ownership within
the Project Areas.

Table 1

GENERAL INFORMATION REGARDING PROJECT AREAS

County 2003-04 2003-04 2003-04
Agency or Base Year 2003-04 Tax Projected Projected
City Agency Assessed Assessed Increment Housing Tax
Project Area Project Area Acreage Value™ Value™ Revenue Set-Aside Revenues®™
Mather/McClellan County 7,502 $232,385,068  $726,153,572  $4,963,000 $972,000 $3,046,000
Del Paso Hzights City 1,028 27,058,638 186,359,117 1,653,000 496,000 962,000

M Includes secured and unsecured values, but excludes unitary values.

@ Net of Housing Set-Aside, County administration fees, and other obligations with a senior claim to Tax Increment
Revenues. See “SECURITY FOR THE 2003 LOAN AGREEMENT — Tax Revenues” herein.

Source: Fiscal Consultant.

The County, the County Agency and the Authority. Sacramento County (the “County”) was
incorporated in 1850 as one of the original 27 counties of the State of California (th: “State”). The County
encompasses approximately 994 square miles in the middle of the 400 mile long Central Valley.

The County Agency was activated by Ordinance No. 185 of the Board of Supervisors on
September 30, 1974, at which time the Board of Supervisors declared itself to be the governing board of the
County Agency. See “THE REDEVELOPMENT AGENCY OF THE COUNTY OF SACRAMENTO”

herein.

The Authority was formed pursuant to a Joint Exercise of Powers Agreement dated as of
November 25, 2003 bty and between the County and the County Agency. See “THE SACRAMENTO
COUNTY PUBLIC FINANCING AUTHORITY” herein. The Authority was created for the purpose of



providing financing and refinancing for public capital improvements for the County and the County Agency
and other local agencies. Neither the faith and credit of the County, the County Agency or the Authority nor
the taxing power of the County is pledged to the payment of the Bonds, and the County has no obligation for
payment of the Bonds from any of its funds. The County Agency and the City Agency share certain
administrative staff, but are separate legal entities governed by separate legal boards. The County Agency has
no obligation with respect to the 2003 Del Paso Heights Loan Agreement, and the City Agency has no
obligation with respect to the 2003 Mather/McClellan Loan Agreement.

The City and the City Agency. The City of Sacramento, California (the “City”), is located at the
confluence of the Sacramento and American Rivers in the south central portion of the Sacramento Valley, a
part of the State’s Central Valley. The City was incorporated in 1849 and in 1854 became the location of the
capital of the State.

The City Agency was activated on September 27, 1950 by Ordinance No. 3320 of the City Council, at
which time the City Council declared itself to be the governing board of the City Agency. See “THE
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO?” herein. Neither the faith and credit of
the City or the City Agency nor the taxing power of the City is pledged to the payment of the Bonds, and the
City has no obligation for payment of the Bonds from any of its funds.

Continuing Disclosure. Each of the Agencies have covenanted for the benefit of the holders and
beneficial owners of the Bonds to provide certain financial information and operating data relating to it by not
later than the last day of the ninth month following the end of their respective Fiscal Year (currently ending on
- December 31 of each year) (the “Annual Report”), commencing with the report for Fiscal Year ending
December 31, 2003, and to provide notices of the occurrence of certain enumerated events, if material. These
covenants have been made in order to assist the Underwriter in complying with Rule 15¢2-12(b)(5)
promulgated under the Securities Exchange Act of 1934. See the caption “CONTINUING DISCLOSURE”
herein and APPENDIX D — “FORM OF CONTINUING DISCLOSURE CERTIFICATES” attached hereto.

Limited Scope of Official Statement. There follows in this Official Statement, which includes the
cover page and Appendices hereto, a brief description of the Bonds, the Indenture, the 2003 Loan Agreements,
the Agencies, Tax Revenues, the Project Areas, security for the Bonds, security for the 2003 Loan Agreements,
risk factors and limitations on Tax Revenues and certain other information relevant to the issuance of the
Bonds. All references herein to the Indenture and 2003 Loan Agreements are qualified in their entirety by
reference to the definitive forms thereof, all references to the Bonds are further qualified by references to the
information with respect thereto contained in the Indenture. A summary of certain provisions of the Indenture
and the 2003 Loan Agreements is included in APPENDIX E. Financial statements of the County Agency and
the City Agency for the Fiscal Year ending December 31, 2002, the most recent year for which audited
financial statements are available, are included in APPENDIX C. The information set forth herein and in the
Appendices hereto has been furnished by the Agencies and includes information which has been obtained from
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 Underwriter. All capitalized terms used herein and not normally
capitalized have the meanings assigned thereto in the 2003 Loan Agreements and the Indenture, unless
otherwise stated herein.

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

All financial and other information presented in this Official Statement has been provided by the
County Agency, the County, the City Agency or the City from their records, except for information expressly
attributed to other sources. The presentation of information, including the tables of receipts from tax
increment revenues, is intended to show recent historic information and is not intended to indicate future or



continuing trends in the financial or other affairs of the County Agency, the County, the City Agency or the
City. No representation is made that past experience, as it might be shown by such financial and other
information, will necessarily continue or be repeated in the future.

PLAN OF FINANCE

The Bonds are being issued to (i) provide the Authority with money to make a loan to the County
Agency for redevelopment activities within the Mather/McClellan Redevelopment Project Area, (ii) provide
the Authcerity with money to make a loan to the City Agency for redevelopment activities within the Del Paso
Heights Redevelopment Project Area, (iii) provide for separate reserve accounts to be available for payment of
each of the loans to be made to the Agencies under the respective 2003 Loan Agreemeats, and (iv) pay the cost
of issuance of the Bonds. For a schedule of the estimated sources and uses of funds related to the Bonds, see
“ESTIMATED SOURCES AND USES OF PROCEEDS.” The Agencies anticipate spending the 2003 Loan
Proceeds on infrastructure and projects within or benefiting the respective Project Areas and on projects
providing low and moderate income housing. Additionally, the County Agency anticipates using 2003 Loan
proceeds to pay the County approximately $1.8 million to finance infrastructure construction in the Mather
Project Area component and to satisfy its obligation to pay $5 million for infrastructure development in the
Mather Froject Area Component pursuant to a Disposition and Development Agreement and Public
Improvement Agreement by and between Mather Housing Company (under the ownership control of KB
Homes) and the County Agency.

ESTIMATED SOURCES AND USES OF PROCEEDS
The anticipated sources and uses of funds relating to the Bonds are as follows:
Mather/

McClellan Del Paso Heights
Merged Project  Redevelopment

Area Project Area Total
SOURCES:
Par Amount of Bonds $27,630,000.00 $6,065,587.95 $33,695,587.95
Plus/Less Net Original Issue Premium or Net Original
Issue Discount (77,374.45) 8,395.00 (68,979.45)
Total Sources: $27,552,625.55 $6,073,982.95 $33,626,608.50
USES:
Deposit to Reserve Fund $ 2,267,837.50  $ 244,337.50% $ 2,512,175.00
Deposit to Redevelopment Fund 23,244,514.87 2,632,848.95 25,877,363.82
Deposit to Low and Moderate Income Housing Account 1,102,431.13 2,935,408.23 4,037,839.36
Cost of Issuance® 759,119.53 213,963.21 973,082.74
Underwriter’s Discount 178.722.52 47.425.06 226,147.58
Total Uses: $27,552,625.55 $6,073,982.95 $33,626,608.50

o Deposit to the Del Paso Heights 2003 Reserve Fund, together with reserve fund balances on hand for the outstanding Parity
Debt, equals maximum annual Parity Debt service of §1,165,887.50.

@ Includes the bond insurance premium, Trustee fees, Fiscal Consultant fees, Bond Counsel and Disclosure Counsel fees,
printing costs, rating agency fees and other related costs.



DEBT SERVICE SCHEDULE

The debt service schedule for the Bonds, based on the interest rates (or, in the case of the Capital
Appreciation Bonds, the accretion rates) and maturity structure on the inside cover page, is set forth below.

SACRAMENTO COUNTY PUBLIC FINANCING AUTHORITY
2003 Tax Allocation Revenue Bonds, Series A
(Sacramento County and City Redevelopment Projects)

ANNUAL DEBT SERVICE
Capital Appreciation Bonds
Current Interest Bonds Maturity Value
Year Ending
(Dec 1) Principal Interest Principal Interest Total Debt Service
2004 $ 565,000.00 $ 1,286,878.67 - $ 1,851,878.67
2005 515,000.00 1,359,340.02 - - 1,874,340.02
2006 525,000.00 1,349,040.02 - - 1,874,040.02
2007 535,000.00 1,338,540.02 - - 1,873,540.02
2008 545,000.00 1,325,165.02 - - 1,870,165.02
2009 560,000.00 1,308,815.02 - - 1,868,815.02
2010 580,000.00 1,292,015.02 - - 1,872,015.02
2011 600,000.00 1,274,615.02 - - 1,874,615.02
2012 615,000.00 1,255,415.02 - - 1,870,415.02
2013 640,000.00 1,233,890.02 -~ -- 1,873,890.02
2014 660,000.00 1,208,290.02 - -- 1,868,290.02
2015 685,000.00 1,183,540.02 - - 1,868,540.02
2016 715,000.00 1,156,825.02 - - 1,871,825.02
2017 745,000.00 1,128,225.02 - - 1,873,225.02
2018 775,000.00 1,097,493.76 - - 1,872,493.76
2019 810,000.00 1,064,556.26 - - 1,874,556.26
2020 1,550,000.00 1,029,118.76 119,845 165,155 2,864,118.76
2021 1,135,000.00 959,368.76 303,380 466,620 2,864,368.76
2022 1,185,000.00 908,293.76 284,338 485,662 2,863,293.76
2023 995,000.00 849,043.76 352,522 667,478 2,864,043.76
2024 1,295,000.00 798,050.02 248,741 521,259 2,863,050.02
2025 1,365,000.00 731,681.26 233,171 536,829 2,866,681.26
2026 1,430,000.00 661,725.02 219,827 550,173 2,861,725.02
2027 1,505,000.00 588,437.52 207,654 562,346 2,863,437.52
2028 1,575,000.00 511,306.26 196,111 573,889 2,856,306.26
2029 1,665,000.00 430,587.50 185,177 584,823 2,865,587.50
2030 1,740,000.00 351,500.00 174,821 595,179 2,861,500.00
2031 1,430,000.00 268,850.00 1,698,850.00
2032 2,065,000.00 200,925.00 2,265,925.00
2033 2,165,000.00 102,837.50 2,267,837.50
THE BONDS
General

The Current Interest Bonds will be dated their date of delivery, and will bear interest from the Interest
Payment Date next preceding the date of authentication thereof, unless (1) they are authenticated after a Record
Date and on or before the following Interest Payment Date, in which event they will bear interest from such
Interest Payment Date; or (ii) they are authenticated on or before May 15, 2004, in which event they will bear
interest from the Closing Date; provided, however, that if, as of the date of authentication of any Current



Interest Bond, interest thereon is in default, such Bond will bear interest from the Interest Payment Date to
which interest has previously been paid or made available for payment thereon.

The Bonds will bear interest (calculated on the basis of a 360-day year comprised of twelve 30-day
months) at the rates and mature in the amounts and on the dates set forth on the inside front cover page of this
Official Statement. The Bonds are being issued as fully registered bonds, registered in the name of Cede &
Co. as nominee of The Depository Trust Company, New York, New York (“DTC”). The Current Interest
Bonds will be issued in denominations of $5,000 or any integral multiple thereof and the Capital Appreciation
Bonds will be issued in denominations of $5,000 maturity amount or any integral multiple thereof, as shown
on the inside front cover page of this Official Statement. The Trustee will maintain at its office books for the
registraticn, exchange and transfer of the Bonds, however, so long as the Bonds are registered in the name of
Cede & Co., as nominee of DTC, ultimate purchasers of Bonds will not receive physical certificates
representing their interest in the Bonds and transfers and exchanges of Bonds will be conducted in accordance
with DTC procedures. See APPENDIX G — “THE BOOK-ENTRY SYSTEM.”

Interest on the Current Interest Bonds is payable semiannually on June 1 and December 1 of each
year, commencing June 1, 2004 (each, an “Interest Payment Date”), by check mailed by first class mail on
each Interest Payment Date to the Owner at the address of such Owner as it appears on the registration books
of the Trustee as of the close of business on the fifteenth calendar day of the month preceding each Interest
Payment Date (each, a “Record Date”) or, upon the written request filed with the Trustee prior to any Record
Date by a registered Owner of at least $1,000,000 in aggregate principal amount of Bonds, by wire transfer in
immediately available funds to an account in the United States designated by such Owner in such written
request. Principal of and premium (if any) on any Bond shall be payable in lawful money of the United States
of America.

The accreted value of a Capital Appreciation Bond shall be determined by compounding interest from
the Closing Date semiannually on June 1 and December | in each year, commencing June 1, 2004, payable
upon maturity or prior redemption thereof, all as contained in the Table of Accreted Values set forth on the
form of such Capital Appreciation Bond. See APPENDIX I — “ACCRETED VALUES TABLE” herein. The
principal of (and applicable premium, if any,) Current Interest Bonds upon maturity or prior redemption and
the maturity amount or accreted value (and premium, if any), as applicable, of the Capital Appreciation Bonds
shall be payable in lawful money of the United States of America by check of the Tiustee upon presentation
and surrender thereof, at maturity or prior redemption thereof, at the Trust Office of the Trustee.

So long as the Bonds are registered in the name of Cede & Co., as nominee of DTC, references herein
to the Owners shall mean Cede & Co., and shall not mean the ultimate purchasers of the Bonds. Payments of
the principal, premium, if any, and interest on the Bonds will be made directly to DTC, or its nominee, Cede &
Co., by the Trustee, so long as DTC or Cede & Co. is the registered Owner of the Bonds. Disbursements of
such payments to DTC’s Participants is the responsibility of DTC and disbursements of such payments to the
Beneficial Owners is the responsibility of DTC’s Participants and Indirect Participants, as more fully described
herein. See APPENDIX G — “THE BOOK-ENTRY SYSTEM.”

Redemption from Optional Loan Payments

The Current Interest Bonds maturing on or after December 1, 2014 shall be subject to redemption in
whole, or in part among such maturities as designated by the Authority and by lot within a maturity, at the
option of the Authority, on any date on or after December 1, 2013 from and to the extent of optional 2003
Loan prepayments by the County Agency or the City Agency, at a redemption price equal to the principal
amount of the Bonds to be redeemed, plus accrued interest to the redemption date, without premium.

The Capital Appreciation Bonds are not subject to redemption.



Mandatory Sinking Fund Redemption

The Term Bonds maturing December 1, 2028 shall also be subject to redemption or prior purchase in
part by lot from sinking account payments made by the Authority, at a redemption price equal to the principal
amount thereof to be redeemed together with accrued interest thereon to the redemption date, without
premium, or in lieu thereof shall be purchased pursuant to the provisions of the Indenture, in the aggregate
respective principal amounts and on the respective dates as set forth in the following table; provided, however,
that if some but not all of the Term Bonds of any maturity have been redeemed pursuant to a redemption from
optional Loan payments the total amount of all future sinking account payments relating to the Term Bonds so
redeemed for such maturity shall be reduced by an amount corresponding to the aggregate principal amount of
Term Bonds of such maturity so redeemed, to be allocated among such sinking account payments on a pro rata
basis in integral multiples of $5,000 as determined by the Agency (notice of which determination shall be
given by the Agency to the Trustee).

Sinking Account Principal Amount
Redemption Date To Be Redeemed
(December 1) or Purchased
2023 $ 995,000
2024 1,295,000
2025 1,365,000
2026 1,430,000
2027 1,505,000
2028 (maturity) 1,575,000

The Term Bonds maturing December 1, 2033 shall also be subject to redemption or prior purchase in
part by lot from sinking account payments made by the Authority, at a redemption price equal to the principal
amount thereof to be redeemed together with accrued interest thereon to the redemption date, without
premium, or in lieu thereof shall be purchased pursuant to the provisions of the Indenture, in the aggregate
respective principal amounts and on the respective dates as set forth in the following table; provided, however,
that if some but not all of the Term Bonds of any maturity have been redeemed pursuant to a redemption from
optional Loan payments the total amount of all future sinking account payments relating to the Term Bonds so
redeemed for such maturity shall be reduced by an amount corresponding to the aggregate principal amount of
Term Bonds of such maturity so redeemed, to be allocated among such sinking account payments on a pro rata
basis in integral multiples of $5,000 as determined by the Agency (notice of which determination shall be
given by the Agency to the Trustee).

Sinking Account Principal Amount
Redemption Date To Be Redeemed
(December 1) or Purchased
2029 $1,665,000
2030 1,740,000
2031 1,430,000
2032 2,065,000
2033 (maturity) 2,165,000

In lieu of mandatory sinking account redemption of Term Bonds, amounts on deposit in the Special
Fund under either 2003 Loan Agreements (to the extent not required to be transferred to the Trustee pursuant
to the Indenture during the current Bond Year) may also be used and withdrawn by the County Agency or the
City Agency, respectively at any time for the purchase of the Term Bonds at public or private sale as and when
and at such prices (including brokerage and other charges and including accrued interest) as such Agency may
in its discretion determine. The par amount of any of the Term Bonds so purchased by such Agency and
surrendered to the Trustee for cancellation in any twelve-month period ending on October 1 in any year shall
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be credited towards and shall reduce the principal amount of the Term Bonds c¢therwise required to be
redeemec! on the following December 1.

Mandatory Redemption Upon Acceleration of the Loan

The Bonds will also be subject to mandatory redemption in whole, or in past among maturities on a
pro rata basis and by lot within a maturity, on any date, from amounts credited towards the payment of
principal of any 2003 Loan coming due and payable solely by reason of acceleration of such 2003 Loan
pursuant to the respective 2003 Loan Agreement at a redemption price equal to the principal amount of the
Bonds to be redeemed, together with accrued interest thereon, to the redemption date, without premium.
Pursuant to the 2003 Loan Agreements and the Indenture, the Bonds will be subject to mandatory redemption
upon acceleration of the applicable 2003 Loan solely from amounts credited towards the payment of principal
of the applicable 2003 Loan due and payable solely by reason of acceleration and will not be subject to
redemption from any amounts credited towards the payment of matured principal or maturity amount which
has become due and payable. See “SUMMARY OF CERTAIN PROVISIONS COF PRINCIPAL LEGAL
DOCUMENTS -— The Loan Agreements — Events of Default and Remedies” in APFENDIX E.

Notice of Redemption; Rescission

Notice of redemption will be mailed by first class mail by the Trustee to the Owners of Bonds
designated for redemption not less than 30 nor more than 60 days prior to the date fixed for redemption.
Neither failure to receive such notice nor any defect therein will affect the validity of the proceedings for the
redemption of such Bonds or the cessation of accrual or accretion of interest on the redemption date. Such
notice will state the date of the notice, the redemption date, the redemption place and the redemption price and
will designate the CUSIP numbers of the Bonds to be redeemed, state the individual number of each Bond to
be redeemed or state that all Bonds between two stated numbers (both inclusive) or all of the Bonds
Outstanding (or all Bonds of a maturity) are to be redeemed, and will require that such Bonds be then
surrendered at the Trust Office of the Trustee for redemption at the redemption pricz, giving notice also that
further interest on such Bonds will not accrue from and after the redemption date.

The Authority will have the right to rescind any redemption from optional Loan payments by written
notice to the Trustee on or prior to the date fixed for redemption. Any such notice of redemption from optional
Loan payments shall be canceled and annulled if for any reason funds will not be or are not available on the
date fixed for redemption for the payment in full of the Bonds then called for redemption, and such
cancellation shall not constitute an Event of Default under the Indenture. The Authority and the Trustee will
have no liability to the Owners or any other party related to or arising from such rescission of redemption. The
Trustee will mail notice of such rescission of redemption in the same manner as the original notice of
redemption was sent.

Effect of Redemption

From and after the date fixed for redemption, if funds available for the payinent of the principal and
interest (and premium, if any) or accreted value, as applicable, on the Bonds so called for redemption will have
been duly provided, such Bonds so called will cease to be entitled to any benefit under the Indenture other than
the right to receive payment of the redemption price, and no interest will accrue thereon from and after the
redemption date specified in such notice.

Manner of Redemption

Whenever any Bonds or portions thereof are to be selected for redemption by lot, the Trustee will
make such selection, in such manner as the Trustee shall deem fair and appropriate, and will notify the Agency
thereof. In the event of redemption by lot of Bonds, the Trustee will assign to each Bond then Outstanding a
distinctive number for each $5,000 of principal amount of Bond. The Bonds to be receemed will be the Bonds
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to which were assigned numbers so selected, but only so much of the principal amount or maturity amount of
each such Bond of a denomination of more than $5,000 will be redeemed as shall equal $5,000 for each
number assigned to it and so selected. All Bonds redeemed or purchased pursuant to the foregoing will be
canceled and, if held by the Trustee, will be surrendered to the Authority subject to the Indenture.

Transfer and Exchange of Bonds

The Bonds will be initially delivered only in book-entry form. So long as the book-entry system is in
effect with respect to the Bonds, transfer and exchange of Bonds will be made in accordance with book-entry
procedures. See APPENDIX G — “THE BOOK-ENTRY SYSTEM” below.

The Trustee shall maintain at its Trust Office books for the registration, exchange and transfer of the
Bonds. In the event of discontinuance of the Book-Entry System, any Bond may, in accordance with its terms,
be transferred, upon said registration books, by the person in whose name it is registered, in person or by his
duly authorized attorney, upon surrender of such Bond for cancellation, accompanied by delivery of a written
instrument of transfer in a form approved by the Trustee, duly executed and meeting the other requirements of
the Indenture.

SECURITY FOR THE BONDS

General

The Authority is authorized to issue bonds the proceeds of which may be used to make loans to or
acquire obligations of the County, the County Agency, the City or the City Agency for the purpose of
financing or refinancing public capital improvements of the County, the County Agency, the City or the City
Agency. The Bonds are special obligations of the Authority payable only from Revenues, consisting primarily
of amounts received under the 2003 Loan Agreements, and not out of any other fund or money of the
Authority. The Bonds are not a debt of the Agencies, the Authority, the County, the City, the State or any of
its political subdivisions, and neither the Agencies, the County, the City, the State nor any of its political
subdivisions is liable therefor. The Bonds do not constitute an indebtedness within the meaning of any
constitutional or statutory debt limit or restriction.

The principal of, premium (if any) and interest on the Bonds are payable solely from Revenues under
the Indenture consisting primarily of payments to be made by the Agencies to the Authority under the
Agencies’ respective 2003 Loan Agreements. The Agencies’ obligations under their respective 2003 Loan
Agreements are secured by a pledge of and lien on the respective Tax Revenues, consisting of tax increment
revenues allocated to the Agencies from the respective Project Area. Tax Revenues from one Project Area are
not security for the loan obligations of the other Project Area. The County Agency and the City Agency share
certain administrative staff, but are separate legal entities governed by separate legal boards. The County
Agency has no obligation with respect to the City Agency or the 2003 Del Paso Heights Loan Agreement, and
the City Agency has no obligation with respect to the County Agency or the 2003 Mather/McClellan Loan
Agreement. See “SECURITY FOR 2003 LOAN AGREEMENTS — Tax Revenues” below.

Pledge of Revenues

The Bonds are secured by a first lien on and pledge of Revenues. “Revenues” is defined in the
Indenture as collectively, (i) all of the amounts payable by the Agencies to the Authority pursuant to the 2003
Loan Agreements (other than administrative expenses and indemnity against claims payable to the Authority
and the Trustee and amounts payable as rebate to the federal government), (ii) any proceeds of the Bonds
deposited with the Trustee, including all monies deposited and held from time to time by the Trustee in the
funds and accounts established pursuant to the Indenture, (iii) investment income with respect to any moneys
held by the Trustee in the funds and accounts established under the Indenture, and (iv) any other investment
income received under the Indenture.
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Schedule of 2003 Loan Payments

The following table sets forth the scheduled Loan payments on each of the 2003 Loans and the Bonds,
assuming no optional or mandatory prepayments or acceleration of the 2003 Loan Agreements.

Table 2

COMBINED 2003 LOAN PAYMENT SCHEDULES®

Total 2003 Total
Loan Debt Service
Mather / McClellan Loan Del Paso Heights Loan Paymems on Bonds
Bond Year
(December 1) Principal Interest Principal Interest Total Total

2004 $ 565,000 $1,125,073 - $161,806 $1,851,879 $1,851,879
2005 515,000 1,187,003 - 172,338 1,874,340 1,874,340
2006 525,000 1,176,703 - 172,338 1,874,040 1,874,040
2007 535,000 1,166,203 - 172,338 1,873,540 1,873,540
2008 545,000 1,152,828 - 172,338 1,870,165 1,870,165
2009 560,000 1,136,478 .- 172,338 1,868,8 .5 1,868,815
2010 580,000 1,119,678 -- 172,338 1,872,0:5 1,872,015
2011 600,000 1,102,278 - 172,338 1,874,6 .5 1,874,615
2012 615,000 1,083,078 - 172,338 1,870,415 1,870,415
2013 640,000 1,061,553 - 172,338 1,873,800 1,873,890
2014 650,000 1,035,953 - 172,338 1,868,290 1,868,290
2015 685,000 1,011,203 -- 172,338 1,868,540 1,868,540
2016 715,000 984,488 - 172,338 1,871,825 1,871,825
2017 745,000 955,888 - 172,338 1,873,225 1,873,225
2018 775,000 925,156 - 172,338 1,872,494 1,872,494
2019 810,000 892,219 - 172,338 1,874,556 1,874,556
2020 845,000 856,781 $824,845 337,492 2,864,119 2,864,119
2021 880,000 818,756 558,380 607,233 2,864,359 2,864,369
2022 920,000 779,156 549,338 614,800 2,863,294 2,863,294
2023 965,000 733,156 382,522 783,365 2,864,044 2,864,044
2024 1,015,000 683,700 528,741 635,609 2,863,050 2,863,050
2025 1,070,000 631,681 528,171 636,829 2,866,631 2,866,681
2026 1,120,000 576,844 529,827 635,054 2,861,725 2,861,725
2027 1,180,000 519,444 532,654 631,340 2,863,438 2,863,438
2028 1,235,000 458,969 536,111 626,226 2,856,336 2,856,306
2029 1,305,000 395,675 545,177 619,735 2,865,538 2,865,568
2030 1,365,000 333,688 549,821 612,992 2,861,530 2,861,500
2031 1,430,000 268,850 - - 1,698,850 1,698,850
2032 2,065,000 200,925 - - 2,265,925 2,265,925
2023 _2,165.000 102,838 = 2.267,838 _2,267.838

Totals $27.630000  $24.476238 6,065,538 $0.487,543  §67.659.360  $67.659.349

M Includes debt service on the components of the 2003 Loan Agreements to be paid from the Low and Moderate Income Housing Funds of
the respective Project Areas. See “HISTORIC AND ESTIMATED TAX REVENUES BY PROJECT AREA.”

Pursuant to the 2003 Del Paso Heights Loan Agreement, 2003 Loan payments will terminate in 2030,
which date is prior to the final maturity of the Bonds. At that time, Revenues will consist solely of the 2003
Loan payments from the Mather/McClellan Merged Project Area. See “RISK FACTORS — Structural Risks

of Bonds.”

SECURITY FOR 2003 LOAN AGREEMENTS

Tax Allocation Financing

The Redevelopment Law and the California Constitution provide a msthod for financing and
refinancing redevelopment projects based upon an allocation of taxes collected within a redevelopment project
area. First, the assessed valuation of the taxable property in a project area, as last equalized prior to adoption
of the redevelopment plan, is established and becomes the base roll. Thereafter, except for any period during
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which the assessed valuation drops below the base year level, the taxing agencies, on behalf of which taxes are
levied on property within the project area, will receive the taxes produced by the levy of the then current tax
rate upon the base roll. In general, taxes collected upon any increase in the assessed valuation of the taxable
property in a project area over the levy upon the base roll may be pledged by a redevelopment agency to the
repayment of any indebtedness incurred in financing the redevelopment project. Redevelopment agencies
themselves have no authority to levy taxes on property and must look specifically to the allocation of taxes as
indicated above.

Tax Revenues

Tax Revenues Generallp. The County Agency and the City Agency each have established a
Redevelopment Plan for their respective Project Area. As provided in the Redevelopment Plans and in the
2003 Loan Agreements, and pursuant to Article 6 of Chapter 6 of the Redevelopment Law, and Section 16 of
Article XVI of the Constitution of the State, taxes levied upon taxable property in each Project Area each year
by or for the benefit of the State, for cities, counties, districts or other public corporations (collectively, the
“Taxing Agencies”) for Fiscal Years beginning after the effective dates of the respective Redevelopment Plan,
will be divided as follows:

1. To Taxing Agencies: The portion of the taxes which would be produced by the rate upon
which the tax is levied each year by or for each of said Taxing Agencies upon the total sum of the assessed
value of the taxable property in the Project Area as shown upon the assessment roll used in connection with the
taxation of such property by such Taxing Agency last equalized prior to the establishment of the Project Area
will be allocated to, and when collected will be paid into, the funds of the respective Taxing Agencies as taxes
by or for said Taxing Agencies; and

2. To the Agency: With certain exceptions, the portion of such levied taxes each year in excess
of such amount will be allocated to, and when collected, will be paid into a special fund of the Agency to the
extent necessary to pay indebtedness of the Agency, including but not limited to its obligation under the
respective 2003 Loan Agreement, to pay the principal of, prepayment premium (if any) and interest on the
respective 2003 Loan and to replenish the respective Reserve Account established under such 2003 Loan
Agreement.

Tax Revenues Defined. Tax Revenues, generally, are Tax Increment Revenues received by an
Agency within the Plan Limits of the applicable Project Area less amounts applied by the Agency for the
payment of obligations with a senior claim to Tax Increment Revenues consisting generally of: senior lien
debt, pass-through agreements, statutory pass-throughs, County administrative charges and housing set-asides,
except where bond proceeds have been applied to provide for low and moderate income housing. The
definition of Tax Revenues varies by Project Area. See “THE MATHER/McCLELLAN MERGED PROJECT
AREA” and “THE DEL PASO HEIGHTS REDEVELOPMENT PROJECT AREA” for the definition of Tax
Revenues applicable to such Project Area. See “HISTORIC AND ESTIMATED TAX REVENUES BY
PROJECT AREA,” APPENDIX A-1 — “FISCAL CONSULTANT’S REPORT — MATHER/McCLELLAN
MERGED PROJECT AREA” and APPENDIX A-2 — “FISCAL CONSULTANT’S REPORT ~ DEL PASO
HEIGHTS REDEVELOPMENT PROJECT AREA” for a description of historic and estimated Tax Revenues
by Project Area.

The Authority and each Agency have no power to levy and collect property taxes, and any property
tax limitation, legislative measure, voter initiative or provisions of additional sources of income to Taxing
Agencies having the effect of reducing the property tax rate could reduce the amount of Tax Revenues that
would otherwise be available to pay the Agencies’ respective obligations under the 2003 Loan Agreements and
thus reduce the amount of Revenues available to pay the principal of, premium (if any) and interest or maturity
amount on the Bonds. Likewise, broadened property tax exemptions could have a similar effect. See
“BONDOWNERS’ RISKS” and “LIMITATIONS ON TAX REVENUES AND POSSIBLE SPENDING
LIMITATIONS” herein.
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Special Fund. A special fund known as the “Special Fund”, which is administered by Sacramento
Housing and Redevelopment Agency on behalf of the applicable Agency, is centinued from previous
financings pursuant to each 2003 Loan Agreement. The County Agency will deposit all of the Tax Revenues
from the Mather/McClellan Redevelopment Project Area received in any Bond Year in the Mather/McClellan
Special Fund. The City Agency will deposit all of the Tax Revenues from the Del Paso Heights
Redevelopment Project Area received in any Bond Year in the Del Paso Heights Special Fund prornptly upon
receipt thereof by the City Agency. Amounts in the Special Fund will be used to first pay the amounts due
under the 2003 Loan Agreement for the respective Project Areas. Amounts in the Special Fund are also to be
used to pay any parity debt on a parity with payments under the 2003 Loan Agreements and to replenish
respective Reserve Accounts (described herein). Tax Revenues received during a Bond Year in excess of the
amounts rzquired to be paid for such purposes shall be released from the pledge for such payments and may be
used for any lawful purpose of the respective Agency.

Amounts in the Special Fund of a single Project Area are not pledged to or cvailable for payment of
the obligations of any other Project Area. Since the Revenues securing the Bonds are comprised of
commingled Tax Revenues from two separate Project Areas, an event of default under either 2003 Loan
Agreement may result in insufficient Revenues for payment of the principal of] premiun: (if any) and interest on
the Bonds. See “SECURITY FOR 2003 LOAN AGREEMENTS” for a description of amounts payable
thereunder and a description of the security for the 2003 Loan Agreements.

Statutory Pass-Throughs

As described above under “— Tax Revenues Defined,” Tax Increment Revenues received by the
Agencies are in some cases reduced pursuant to certain statutory pass-through payments, consisting of
payments to taxing entities of a portion of Tax Increment Revenues as a resul: of plan adoptions or
amendments to redevelopment plans occurring after 1993 (“AB 1290 payments™) including redevelopment
plans for new project areas, such as the Mathe/McClellan Redevelopment Project Area. AB 1290 sets forth a
requirement for payments of tax increment revenues to be made in prescribed amounts to taxing entities in the
event a new plan is adopted or certain amendments are made to an older project area, such as amendments to a
redevelopment plan to add territory. Similar provisions apply to amendments which extend the time during
which a redevelopment agency may incur debt with respect to a project area, amendments to increase the
number of dollars which may be allocated to a redevelopment agency, or amendments which extend the time
during which a redevelopment plan is effective where the redevelopment plan being amended contains the
provisions required by subdivision (b) of Section 33670 of the California Health and Safety Code. Payments
pursuant to the Tax Sharing Statutes are inapplicable if the Agency and an affected taxing entity have a tax
sharing agreement which governs tax sharing in connection with an amendment. In general, the amounts to be
paid pursuant to AB 1290 are as follows:

(a) commencing in the first fiscal year after territory is added or one or more of the limitations
has been reached, as applicable, an amount equal to 25% of tax incrernent revenues generated
by the incremental increase of the current year assessed valuation over the assessed valuation
in the fiscal year that the limitation had been reached or territory added, after the amount
required to be deposited in the Low and Moderate Income Housing Fund has been deducted;

) in addition to amounts payable as described in (a) above, commencing in the 11" fiscal year
after territory is added or the limitation has been reached, as applicable, an amount equal to
21% of tax increment revenues generated by the incremental increase of the current year
assessed valuation over the assessed valuation in the preceding (10™) fiscal year that the
limitation had been reached, after the amount required to be deposited in the Low and
Moderate Income Housing Fund has been deducted; and

() in addition to amounts payable as described in (a) and (b) above, -ommencing in the 31*
fiscal year after territory is added or the limitation has been reached, s applicable, an amount
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equal to 14% of tax increment revenues generated by the incremental increase of the current
year assessed valuation over the assessed valuation in the preceding (30™) fiscal year that the
limitation had been reached, after the amount required to be deposited in the Low and
Moderate Income Housing Fund has been deducted.

(d) The County or City, as applicable, may elect to receive a portion of the tax increment
generated in (a) above, after the amount required to be deposited in the Low and Moderate
Income Housing Fund has been deducted.

(e) The Agencies may subordinate the amount required to be paid to an affected taxing entity to
any indebtedness after receiving the consent of the respective taxing entity.

Prior to incurring any loans, bonds, or other indebtedness, except loans or advances from the County
or City, as applicable, the respective Agency may subordinate to the loans, bonds or other indebtedness the
amount required to be paid to an affected taxing entity by this section, provided that the affected taxing entity
has approved these subordinations. No such subordinations have been requested in connection with the 2003
Loan Agreements.

The County Agency makes AB 1290 Payments from the Mather Project Area component and the
McClellan Project Area component of the Mather/McClellan Merged Project Area. However, because the
County has elected not to receive its current share of AB 1290 Payments for the Mather Project Area
component, that portion of the County’s share is retained by the County Agency. Accordingly, this has the
impact of reducing the payment pursuant to subsection (a) above to 15.8% of the tax increment revenues
generated. The City Agency makes AB 1290 Payments from the Del Paso Heights Redevelopment Project
Area. The estimated payments to affected taxing entities in fiscal year 2003-04 are as .follows:
Mather/McClellan Merged Project Area, $842,000 and Del Paso Heights Redevelopment Project Area,
$90,000.

The effect of AB 1290 payments are addressed in Tables 4 and 6 under the caption “HISTORIC AND
PROJECTED TAX REVENUES” and in APPENDIX A-1 — “FISCAL CONSULTANT’S REPORT -
MATHER/McCLELLAN MERGED PROJECT AREA;” and APPENDIX A-2 — “FISCAL
CONSULTANT’S REPORT — DEL PASO HEIGHTS REDEVELOPMENT PROJECT AREA.”

Reserve Accounts

Under each 2003 Loan Agreement, the Trustee is required to establish and maintain a separate fund
known as the “Reserve Account”, which shall be held by the Trustee in trust. Each Reserve Account is
available only for payment of the 2003 Loan and related parity debt to which it corresponds. The amount on
deposit in each Reserve Account shall be maintained at the Reserve Requirement in accordance with the terms
of the respective 2003 Loan Agreement.

Reserve Requirements. Pursuant to the 2003 Loan Agreements, the respective “Reserve
Requirement” is, as of the date of any calculation, the lesser of (a) Maximum Annual Debt Service on each
respective 2003 Loan and any Parity Debt outstanding of such Project Area (excluding the CIEDB Loan for
the Mather/McClellan Merged Project Area), or (b) upon the issuance of any Parity Debt, the maximum
amount permitted by the Code. See “THE MATHER/McCLELLAN MERGED PROJECT AREA” and “THE
DEL PASO HEIGHTS REDEVELOPMENT PROJECT AREA” for a description of outstanding Parity Debt
for each Project Area. For purposes of the calculation of Maximum Annual Debt Service for this purpose,
there shall be excluded the principal of and interest on any respective Parity Debt to the extent the proceeds
thereof are then deposited in a fully self-supporting escrow fund (the fully self-supporting nature of which is
evidenced by a report prepared by an Independent Financial Consultant and delivered to the Insurer) from
which amounts may not be released to the Agency unless the amount of Tax Revenues then to be received is
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not less than the percentage of Maximum Annual Debt Service required by the terms of the provisions of the
respective 2003 Loan Agreement with respect to the issuance of Parity Debt.

Application of Reserve Accounts. Among the two Reserve Accounts established, each Reserve
Account is available only for payment of the 2003 Loan (and related parity debt) to which it corresponds. As
to each Reserve Account considered separately, the following applies.

In the event that the Agency shall fail to deposit with the Trustee the full amount required to be
deposited in payment of the 2003 Loan on or before the fifth (5th) Business Day preceding any Interest
Payment Date, or or before the fourth (4th) Business Day preceding such Interest Payment Date the Trustee
shall withdraw from the Reserve Account and transfer to the Interest Account and the Principal Account, in
such order, the difference between the amount required to be deposited and the amount actually deposited by
the Agency. In the event that the amount on deposit in the Reserve Account shall at any time be less than the
Reserve Requirement, the Trustee shall promptly notify the Agency and the Insurer of the amount required to
be deposited therein to restore the balance to the Reserve Requirement, such notice to be given by telephone,
telefax or other form of telecommunication promptly confirmed in writing. Amounts on deposit in the Reserve
Account shall not be secured or applied in any way to the payment of any obligations other than the
obligations of the Agency under the specific 2003 Loan Agreement under which the respective Reserve
Account was established. '

In the event that the amount on deposit in the Reserve Account on the sixth (6th) Business Day
preceding any Interest Payment Date (other than the final Interest Payment Date) exceeds the Reserve
Requirement, the Trustee shall withdraw from the Reserve Account all amounts in excess of the Reserve
Requirement and deposit such amounts in the Special Fund to be used to make 2003 Loan payments. At the
Request of the Agency filed with the Trustee, all amounts in the Reserve Account shall either (a) be credited,
on or before the sixth (6th) Business Day preceding the final Interest Payment Date, to the payment of
principal znd interest then required to be made by the Agency, or (b) transferred, following the final Interest
Payment Date, to the Agency to be deposited in the Redevelopment Fund. Notwithstanding the foregoing
provisions of this paragraph, however, no amounts shall be withdrawn from the Reserve Account and
transferred to the Agency pursuant to this paragraph during any period in which an Event of Default shall have
occurred and be continuing.

The Agency shall have the right at any time to release funds from the Reserve Account, in whole or in
part, by tendering to the Trustee a Qualified Reserve Account Credit Instrument issued by the Insurer or
approved in writing by the Insurer. Upon tender of such a Qualified Reserve Account Credit Instrument to the
Trustee, and upon delivery by the Agency to the Trustee of written calculation of the amount permitted to be
released from the Reserve Account (upon which calculation the Trustee may conclusively rely), the Trustee
shall transfer such funds from the Reserve Account to the Agency free and clear of the lien of the applicable
2003 Loan Agreement. Any funds so released shall be deposited in the Redevelopmrent Fund. The Trustee
shall corply with all documentation relating to a Qualified Reserve Account Credit Instrument as shall be
required to maintain such Qualified Reserve Account Credit Instrument in full force and effect and as shall be
required to receive payments thereunder in the event and to the extent required to make any payment when and
as required under the applicable 2003 Loan Agreement.

Parity Debt and Subordinate Debt

For each of the Project Areas, the respective 2003 Loan Agreement is secured on a parity with other
outstanding debt of the Project Area. See “THE MATHER/McCLELLAN MERGED PROJECT AREA” and
“THE DEL PASO HEIGHTS REDEVELOPMENT PROJECT AREA” for a description of the parity and
subordinare debt outstanding (if any) with respect to each Project Area.

Issuance of Additional Debt on a Parity With the 2003 Loan Agreements. The 2003 Loan
Agreements provide that, in addition to the respective 2003 Loan and outstanding Pzrity Debt, each Agency
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may, as to each Project Area, issue or incur additional bonds, notes, loans, advances or other indebtedness
issued or incurred by the Agency on a parity with its 2003 Loan in such principal amount as shall be
determined by it, subject to specific conditions separately applicable to each Project Area. Generally, the
conditions precedent to the issuance of Parity Debt for each of the Project Areas are as follows:

(a No Event of Default shall have occurred and be continuing, and the Agency shall otherwise
be in compliance with all covenants set forth in the applicable 2003 Loan Agreement, and the Agency shall
comply with all applicable requirements of any Parity Debt Instrument for the issuance of parity debt
thereunder.

(b) Except as provided in subsection (h) below, the Tax Revenues received or estimated to be
received for the then current Fiscal Year (i) calculated using a tax rate of (1%), (ii) based on the most recent
taxable valuation of property in the Project Area as evidenced by the records of the City Agency, and
(iii) inclusive of Additional Revenues, but exclusive of investment earnings and payments, subventions and
other amounts described under clause (a) of the definition of Tax Revenues, shall be at least equal to one
hundred twenty-five percent (125%) of Maximum Annual Debt Service, including within such Maximum
Annual Debt Service, the amount of Annual Debt Service on the Parity Debt then proposed to be issued or
incurred; provided that the Parity Debt test for the 2003 Mather/McClellan Loan Agreement requires that, for
purposes of such Parity Debt test, Tax Revenues shall include only fifty percent (50%) of the average taxable
value over the prior five (5) Fiscal Years assigned to aircraft.

(©) The aggregate amount of the principal of and interest on the Loan, any Parity Debt and any
Subordinate Debt coming due and payable following the issuance of such Parity Debt shall not exceed the
maximum amount of Tax Revenues permitted under the Plan Limit to be allocated to the Agency following the
issuance of such Parity Debt.

(d) Unless the Agency shall first determine that other payment dates will not impair the Agency’s
ability to make such payment, the Parity Debt Instrument providing for the issuance of such Parity Debt shall
provide that interest thereon shall be payable on June 1 and December 1 and principal thereof shall be payable
on December 1 in any year in which principal is payable.

(e) The Parity Debt Instrument providing for the issuance of such Parity Debt may provide for
the establishment of separate funds, accounts and subaccounts.

® The Parity Debt Instrament providing for the issuance of such Parity Debt shall provide that
an Event of Default under the applicable 2003 Loan Agreement shall constitute an event of default under such
Parity Debt Instrument.

(2 The Agency shall deliver to the Trustee a Certificate of the Agency certifying that the
conditions precedent to the issuance of such Parity Debt set forth in subsections (a), (b), (¢) and (d) above have
been satisfied and that, upon issuance and delivery of such Parity Debt, the amount on deposit in the Reserve
Account shall equal the Reserve Requirement.

(h) Subsection (b) shall not apply to the issuance or incurrence of any Parity Debt the net
proceeds of which will be used solely to refund all or any portion of the Loan or any outstanding Parity Debt,
provided that debt service payable in each year with respect to the proposed Parity Debt is less than the debt
service otherwise payable in each year with respect to the Loan or Parity Debt, or portion thereof, proposed to
be refunded.

See “SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS” for a
description of the Parity Debt test applicable to each Project Area.
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Issuance of Subordinate Debt. In addition to the 2003 Loan Agreements and other Parity Debt and
subject to the applicable Plan Limits of the Project Area, the Agencies may enter into obligations payable from
Tax Revenues of their respective Project Areas which are payable on a subordinate basis to the payment of the
2003 Loan Agreements and all Parity Debt.

THE BOND INSURANCE POLICY

The following information has been furnished by the Insurer for use in this Official Statement. Such
information has not been independently confirmed or verified by the Authority, the Agencies or the
Underwriter. No representation is made herein by the Authority, the Agencies or the Underwriter as to the
accuracy or adequacy of such information or that the information contained and incorporated herein by
reference is correct. Reference is made to APPENDIX H for a specimen of the Insurer’s Policy.

Concurrently with the issuance of the Bonds, Financial Guaranty Insurance Company, doing business
in California as FGIC Insurance Company (the “Insurer”) will issue its Municipal Borid New Issue Insurance
Policy (the “Policy™) for the Bonds described in the Policy. See APPENDIX H — “SPI2CIMEN MUNICIPAL
BOND NEW ISSUE INSURANCE POLICY™ herein. The Policy unconditionally guerantees the payment of
that portion of the principal or accreted value (if applicable) of and interest on the Bends which has become
due for payment, but shall be unpaid by reason of nonpayment by the Authority of the Bonds. The Insurer will
make such payments to U.S. Bank National Association, or its successor as its agent (the “Trustee™), on the
later of the date on which such principal or accreted value (if applicable) and interest is due or on the business
day next following the day on which the Insurer shall have received telephonic or telegraphic notice,
subsequently confirmed in writing, or written notice by registered or certified mail, frora an owner of Bonds or
the Paying Agent of the nonpayment of such amount by the Authority. The Trustee wi'l disburse such amount
due on any Bond to its owner upon receipt by the Trustee of evidence satisfactory to the Trustee of the owner's
right to receive payment of the principal, accreted value or interest (as applicable) due for payment and
evidence, including any appropriate instruments of assignment, that all of such owner's rights to payment of
such principal, accreted value or interest (as applicable) shall be vested in the Insurer. The term “nonpayment”
in respect of a Bond includes any payment of principal, accreted value or interest (as applicable) made to an
owner of a Bond which has been recovered from such owner pursuant to the United States Bankruptcy Code
by a trustee in bankruptcy in accordance with a final, nonappealable order of a court having competent
JurisdictiorL,

The Policy is non-cancellable and the premium will be fully paid at the time of delivery of the Bonds.
The Policy covers failure to pay principal or accreted value (if applicable) of the Bonds on their respective
stated matarity dates or dates on which the same shall have been duly called for mandatory sinking fund
redemptior, and not on any other date on which the Bonds may have been otherwise called for redemption,
accelerated or advanced in maturity, and covers the failure to pay an installment of interest on the stated date

for its payrnent.

Generally, in connection with its insurance of an issue of municipal securities, the Insurer requires,
among other things, (i) that it be granted the power to exercise any rights granted to the holders of such
securities upon the occurrence of an event of default, without the consent of such holders, and that such
holders meay not exercise such rights without the Insurer’s consent, in each case so long as the Insurer has not
failed to comply with its payment obligations under its insurance policy; and (ii) that any amendment or
supplement to or other modification of the principal legal documents be subject to the Insurer’s consent. The
specific rights, if any, granted to the Insurer in connection with its insurance of the Bonds are set forth in the
description of the principal legal documents appearing elsewhere in this Official Statement. Reference should
be made as well to such description of the circumstances, if any, under which the Authority is required to
provide additional or substitute credit enhancement, and related matters.

This Official Statement contains a section regarding the ratings assigned to the Bonds and reference
should be made to such section for a discussion of such ratings and the basis for their assignment to the Bonds.
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Reference should be made to the description of the “RATINGS” for a discussion of the ratings, if any,
assigned to such entity's outstanding parity debt that is not secured by credit enhancement.

The Policy is not covered by the Property/Casualty Insurance Security Fund specified in Article 76 of
the New York Insurance Law.

The Insurer is a wholly-owned subsidiary of FGIC Corporation (the “Corporation”), a Delaware
holding company. The Corporation is a subsidiary of General Electric Capital Corporation (“GE Capital”).
Neither the Corporation nor GE Capital is obligated to pay the debts of or the claims against the Insurer. the
Insurer is a monoline financial guaranty insurer domiciled in the State of New York and subject to regulation
by the State of New York Insurance Department. As of September 30, 2003, the total capital and surplus of
the Insurer was approximately $999 million. the Insurer prepares financial statements on the basis of both
statutory accounting principles and generally accepted accounting principles. Copies of such financial
statements may be obtained by writing to the Insurer at 125 Park Avenue, New York, New York 10017,
Attention: Communications Department (telephone number: 212-312-3000) or to the New York State
Insurance Department at 25 Beaver Street, New York, New York 10004-2319, Attention: Financial Condition
Property/Casualty Bureau (telephone number: 212-480-5187).

On August 4, 2003, General Electric Company (“GE”) announced that its indirect, wholly owned
subsidiary, FGIC Holdings, Inc. (“Holdings™), had entered into an agreement to sell the Corporation (and the
Insurer) to Falcons Acquisition Corp. (“Newco”), a newly-formed Delaware corporation owned by a
consortium of investors consisting of The PMI Group, Inc. and private equity funds affiliated with Blackstone
Group, Cypress Group and CIVC Partners, subject to receipt of regulatory approvals, written confirmations
from Moody’s, Standard & Poor’s and Fitch that the Insurer’s insurance financial strength rating will remain at
Aaa, AAA and AAA, respectively, immediately following the closing of the contemplated transactions, and
satisfaction of other closing conditions. Immediately following the closing, it is expected that Newco will be
merged with and into the Corporation and that GE (through its subsidiaries) will retain $234.6 million of
preferred stock, and less than 5% of the common stock, of the Corporation.

HISTORIC AND ESTIMATED TAX REVENUES BY PROJECT AREA

Provided below is a description of the historic and estimated Tax Revenues by Project Area. The
information below has been derived from the Fiscal Consultant’s Report and is subject to certain assumptions
and limiting conditions relative to those projections which are described in greater detail in APPENDIX A-1
— “FISCAL CONSULTANT’S REPORT — MATHER/McCLELLAN MERGED PROJECT AREA” and
APPENDIX A-2 — “FISCAL CONSULTANT’S REPORT — DEL PASO HEIGHTS REDEVELOPMENT
PROJECT AREA” herein.

Mather/McClellan Merged Project Area

Historical Taxable Value. The following table shows the historical taxable values for both the
Mather Project and the McClellan Project Area components of the Mather/McClellan Merged Project Area on
individual basis for Fiscal Years 1999-2003 and the projected value for Fiscal Year 2003-04. Fiscal Year
2000-01 was the base year for the McClellan Project Area component of the merged Project Area. See “THE
MATHER/McCLELLAN MERGED PROJECT AREA” for a discussion of the component project areas of the
Project Area.
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Table 3

Redevelopment Agency of the County of Sacramento
Mather/McClellan Merged Project Area

HISTORICAL TAXABLE VALUE

Locally-Assessed Unsecured
Fiscal Year Secured Value Value®

Mather Prcject

2003-04 $ 247,048,436 $67,492,775

2002-03 141,523,874 67,897,606

2001-02 72,984,088 49,709,227

2000-01 28,693,973 35,527,659

1999-2000 7,955,000 24,488,467
McClellan Project

2003-04 227,928,315 183,404,260

2002-03 217,725,462 82,110,135

2001-02®  Data not reported for this year

2000-01® 202,976,758 29,190,357

State-Assessed

Value
0
0
0
0
0

279,786
336,333

138,503

Total

Taxable Value

$ 314,541,211
209,421,480
122,693,315

64,221,632
32,443,467

411,612,361
300,171,930

232,305,618

Percentage
Change

50%
71%
91%
98%
N/A

37.13%
29.21%

N/A

Total
Incremental
Value @

$ 314,461,761
209,342,030
122,613,865

64,142,182
32,364,017

179,306,743
67,866,312

0

) See APPENDIX A-1 — “FISCAL CONSULTANT’S REPORT — MATHER/McCLELLAN MERGED PROJECT AREA”
for a breakdown of the unsecured value between unsecured aircraft value and other unsecured value.
@ Taxable Value above base year value of $79,450 for the Mather Project Area component and $202,976,758 for the

MocClellan Project Arca component.

@ As of the date of tax roll for Fiscal Year 2001-02, the State Board of Equalization had not yet established new tax rate zones

for the McClellan Project Area component.
@ Base year value for McClellan Project.
Source: Sacramento County Auditor-Controller Office
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Estimate of Tax Revenues for Fiscal Year 2003-2004. The following table shows the estimated Tax
Revenues for the Mather/McClellan Merged Project Area for Fiscal Year 2003-2004.

Table 4

Redevelopment Agency of the County of Sacramento
Mather/McClellan Merged Project Area

ESTIMATE OF TAX REVENUES

FOR FISCAL YEAR 2003-04
2003-04 Base Year Incremental
Taxable Value ™ Taxable Value Taxable Value

Local Secured

Land $ 143,931,469

Improvements 338,216,788

Personal Property 2,771,036
Gross Local Secured $ 484,919,293

Exempt 9,942,542
Net Local Secured $ 474,976,751 $ 202,987,758 $ 271,988,993
State Assessed 279,786 138,503 141,283
Unsecured

Land 1,745,789

Improvements 18,932,545

Personal Property 49,902,874

Aircraft 180.858.914
Total Unsecured 251,440,122

Exempt 543,087
Net Unsecured $ 250,897,035 $ 29,258,807 $ 221,638,228
Total Secured & Unsecured $ 726,153,572 $ 232,385,068 $ 493,768,504
Tax Increment @ $ 4,958,000
Unitary Tax Increment & 5,000
Total Tax Increment Revenue $ 4,963,000
Adjustments to Tax Increment Revenue:

Property Tax Administration Fees ® $ 103,000
Liens on Tax Increment

Housing Set-Aside ) $ 972,000

AB 1290 Tax Sharing © 842,000
Tax Revenues . $ 3,046,000

" Baged on taxable value information from the records of Sacramento County.

@ Calculated based on the application of the estimated tax rate for 2003-04.

@ Reflects actual unitary revenue for 2002-03.

@ The administrative fee is estimated based on actual amount from 2002-03.

G} Total housing set-aside calculated at 20 percent of tax increment without reduction for the amount that can be used for bond
debt service.

®  Tax sharing payments per the provisions of AB 1290.

Source: Fiscal Consultant

As can be seen from Tables 3 and 4 above, approximately 45% of Tax Increment Revenues are
attributable to unsecured property, the majority of which is aircraft. See “Mather/McClellan Merged Project
Area — Unsecured Values” and “RISK FACTORS — Reduction in Taxable Value” herein for the risks
associated with unsecured property generally and aircraft specifically.

Tax Revenue Coverage. The following Table shows the estimated Tax Revenues for Fiscal Year
2003-04 and projections of Tax Revenues for Fiscal Year 2004-05 for the Mather/McClellan Merged Project
Area summarized from the Fiscal Consultant’s Report, assuming no future growth in Tax Revenues after
Fiscal Year 2004-05, and the resulting debt service coverage. See APPENDIX A-1 — “FISCAL
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CONSULTANT’S REPORT — MATHER/McCLELLAN MERGED PROJECT AREA” for the projections of
Tax Revenues through the term of the 2003 Mather/McClellan Loan Agreement and the assumptions and
limiting conditions refative to the projections contained therein, including a description of projected increases
in valuation in Fiscal Years 2004-05 through 2006-07 based on certain expected future development.
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A Table 5
Redevelopment Agency of the County of Sacramento
Mather/McClellan Merged Project Area
NO GROWTH AFTER FISCAL YEAR 2005 TAX REVENUE COVERAGES

Fiscal Year Debt Service on Debt Service

Fiscal Year Debt Service on 2003-04 and Housing on 2003
2003-04 and Non-Housing 2004-05 Component of Merged Total
Year 2004-05 Tax Component of 2003 Total Parity Housing Set- 2003 Loan Housing Loan Housing Housing
Ending Revenues™ CIEDB Loan Loan Agreement Debt Service Coverage Aside Agreement Agreement® Debt Service Coverage
2004 $3,046,000 $550,749 $1,620,313 $2,171,062 140% $ 972,000 $69,760 $624,370 $694,130 140%
2005 3,289,000 567,371 1,624,404 2,191,775 150 1,049,000 71,599 608,483 686,082 153
2006 3,289,000 567,371 1,624,604 2,191,975 150 1,049,000 717,099 608,899 685,998 153
2007 3,289,000 567,371 1,624,604 2,191,975 150 1,049,000 76,599 609,124 685,723 153
2008 3,289,000 567,371 1,621,854 2,189,225 150 1,049,000 75,974 609,158 685,132 153
2009 3,289,000 567,371 1,621,254 2,188,625 150 1,049,000 75,224 614,001 689,225 152
2010 3,289,000 567,371 1,625,204 2,192,575 150 1,049,000 74,474 611,490 685,964 153
2011 3,289,000 567,371 1,623,554 2,190,925 150 1,049,000 78,724 608,720 687,444 153
2012 3,289,000 567,371 1,620,314 2,187,685 150 1,049,000 71,764 610,691 688,455 152
2013 3,289,000 567,371 1,624,839 2,192,210 150 1,049,000 76,714 612,144 688,858 152
2014 3,289,000 567,371 1,620,439 2,187,810 150 1,049,000 75,514 613,079 688,593 152
2015 3,289,000 567,371 1,621,814 2,189,185 150 1,049,000 74,389 611,720 686,109 153
2016 3,289,000 567,371 1,621,269 2,188,640 150 1,049,000 78,219 609,747 687,966 152
2017 3,289,000 567,371 1,624,069 2,191,440 150 1,049,000 76,819 612,160 688,979 152
2018 3,289,000 567,371 1,624,781 2,192,153 150 1,049,000 75,375 613,652 689,027 152
2019 3,289,000 567,371 1,623,331 2,190,703 150 1,049,000 78,888 609,223 688,111 152
2020 3,289,000 567,371 1,624,644 2,192,015 150 1,049,000 717,138 609,180 686,318 153
2021 3,289,000 567,371 1,623,419 2,190,790 150 1,049,000 75,338 613,216 688,554 152
2022 3,289,000 567,371 1,620,619 2,187,990 150 1,049,000 78,538 611,024 689,562 152
2023 3,289,000 567,371 1,621,869 2,189,240 150 1,049,000 76,288 612,911 689,199 152
2024 3,289,000 567,371 1,624,719 2,192,090 150 1,049,000 73,981 613,570 687,551 153
2025 3,289,000 567,371 1,625,006 2,192,378 150 1,049,000 76,675 612,599 689,274 152
2026 3,289,000 567,371 1,622,731 2,190,103 150 1,049,000 74,113 615,376 689,489 152
2027 3,289,000 567,371 1,622,894 2,190,265 150 1,049,000 76,550 611,588 688,138 152
2028 3,289,000 567,371 1,620,238 2,187,609 150 1,049,000 73,731 611,548 685,279 153
2029 3,289,000 567,371 1,624,763 2,192,134 150 1,049,000 75,913 609,943 685,856 153
2030 3,289,000 567,371 1,620,625 2,187,996 150 1,049,000 78,063 611,773 689,836 152
2031 3,289,000 567,371 1,623,875 2,191,246 150 1,049,000 74,975 611,725 686,700 153
2032 3,289,000 2,189,038 2,189,038 150 1,049,000 76,888 609,799 686,687 153
2033 3,289,000 2,189,275 2,189,275 150 1,049,000 78,563 610,995 689,558 152

[0

Y See “THE MATHER/McCLELLAN MERGED PROJECT AREA - Security for the 2003 Mather/McClellan Loan Agreement — Tax Revenues” herein for a definition of Tax Revenues.

Debt service on § 8,345,000 Sacramento County Public Financing Authority 2003 Taxable Housing Tax Revenue Bonds, Series B (Sacramento County Merged Project Area) to be issued concurrently with
the issuance of the Bonds. See “THE MATHER McCLELLAN MERGED PROJECT AREA — Security for 2003 Mather/McClellan Loan Agreement — 2003 Mather/McClellan Merged Housing Loan
Agreement.”

Assumes new value added from the completion of homes in the Independence at Mather development being constructed by KB Homes in Mather Project Area component and from the enrollment of value for

the transfer of portions of the McClellan Airforce Base to McClellan Business Park, LLC. See APPENDIX A — “FISCAL CONSULTANT’S REPORT” and “THE MATHER/McCLELLAN MERGED
PROJECT AREA — Taxable Values by Land Use.”

Source: Fiscal Consultant, and the Underwriter.
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Del Paso Heights Redevelopment Project Area
Historical Taxable Value. The following table shows the historical taxable values for the Del Paso
Heights Redevelopment Project Area for Fiscal Years 1999-2003 and the projected value for Fiscal Year
2003-04.
Table 6

Redevelopment Agency of the City of Sacramento
Del Paso Heights Redevelopment Project Area

HISTORICAL TAXABLE VALUE

Total
Locally-Assessed Unsecured State-Assessed Total Percentage Incremental
Fiscal Year Secured Value Value Value Taxable Value Change Value ¥

2003-04 $175,380,352 $10,978,665 $100 $186,359,117 12% $159,300,479
2002-03 155,517,070 10,202,990 100 165,720,160 2% 138,661,522
2001-02 152,741,578 9,707,545 100 162,449,223 9% 135,386,401
2000-01 139,231,321 10,111,613 100 149,343,034 6% 122,280,212
1999-00 130,914,634 10,300,076 100 141,214,810 3% 114,151,988

O Through 2001-02, the County used a base year value of $27,062,822. Starting with 2002-03, the County revised the base
year value to $27,058,638.
Source: Sacramento County Assessors Office.

25



Estimate of Tax Revenues for Fiscal Year 2003-2004. The following table shows the estimated Tax

Revenues for the Del Paso Heights Redevelopment Project Area for Fiscal Year 2003-2004.

Table 7

Redevelopment Agency of the City of Sacramento
Del Paso Heights Redevelopment Project Area

ESTIMATE OF TAX REVENUES
FOR FISCAL YEAR 2003-04

Local Secured
Land
Improvements
Personal Property
Gross Secured
Less: Exemptions
Net Secured
State-Assessed
Total Secured
Unsecured
Land
Improvements
Personal Property
Gross Unsecured
Less: Exemptions
Net Unsecured

Total Secured & Unsecured

2003-04
Taxable Value ®

$ 52,226,247
146,831,733
257,567
199,315,547
23.935.195
175,380,352
100

$ 175,380,452

s 789,535
1,691,223

8.714.829

11,195,587
216.922

$ 10,978,665
$ 186,359,117

Base Year
Taxable Value

26,532,871
0

$ 26,532,871

Incremental
Taxable Value

$ 148,847,581

$ 525,767

$ 27,058,638

$ 10,452,898
$ 159,300,479

Tax Increment @ 1,606,000
Unitary Revenue @ 47.000
Total Tax Increment $ 1,653,000
Adjustments to Tax Revenue:

Property Tax Administration Fees ) 34,000
Liens on Tax Increment:

Housing Set-Aside © 496,000

Tax Sharing Payments © 90,000

Tax Revenues

(¢

71.000

3 962,000

Del Paso Nuevo Obligation

O]
@
(&)}
@
)

(6)
)

Based on taxable value information from the records of Sacramento County.

Calculated based on the application of the estimated tax rate for 2003-04.

Reflects actual unitary revenue for 2002-03.

The administrative fee is estimated based on actual amount from 2002-03.

Total housing set-aside calculated at 30 percent of tax increment without reduction for the amount that can be used for bond
debt service.

Tax sharing payments per the provisions of AB 1290.

Pursuant to an agreement with the Federal Government, represents tax increment generated in the Del Paso Nuevo area.

Source: Fiscal Consultant.

Tax Revenue Coverages. The following Table shows the estimated Tax Revenues for Fiscal Year

2003-04 for the Del Paso Heights Redevelopment Project Area summarized from the Fiscal Consultant’s
Report, assuming no future growth in Tax Revenues and the resulting debt service coverage. See
APPENDIX A-2 — “FISCAL CONSULTANT’S REPORT — DEL PASO HEIGHTS REDEVELOPMENT
PROJECT AREA” for projections of Tax Revenues through the term of the 2003 Del Paso Heights Loan
Agreement and description of the assumptions and limiting conditions relative to the projections contained
therein.
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Fiscal Year

Year 2003-04 Tax

Ending  Revenues?
2004 $963,000
2005 963,000
2006 963,000
2007 963,000
2008 963,000
2009 963,000
2010 963,000
2011 963,000
2012 963,000
2013 963,000
2014 963,000
2015 963,000
2016 963,000
2017 963,000
2018 963,000
2019 963,000
2020 963,000
2021 963,000
2022 963,000
2023 963,000
2024 963,000
2025 963,000
2026 062,000
2027 963,000
2028 963,000
2029 963,000
2030 963,000

Table 8

Redevelopment Agency of the City of Sacramento
Del Paso Heights Redevelopment Project Area

MNADMNATIITTT T AV DIHTYUIRITIT QAN 4 /OO
¥ AN UL WU Y INATERD

ATM
YU WURUYY 11 120 NIV Y )

Debt Service
on Non- Debt Service
Housing on Non- Debt Service on
Component Housing Non-Housing
of 1999 Component Component of
Loan 0f 2003 Loan  Total Parity Subordinate
Agreement Agreement  Debt Service  Coverage 1999 Legse
$555,263 $ 19,435 $574,698 168% $214,540
598,034 20,700 618,734 156 215,455
597,901 20,700 619,601 156 216,055
597,019 20,700 617,719 156 216,330
599,041 20,700 619,741 155 216,270
599,951 20,700 620,651 155 215,808
677,206 20,700 697,906 138 215,048
675,735 20,700 696,435 138 218,798
676,606 20,700 697,306 138 216,913
675,915 20,700 696,615 138 214,633
677,524 20,700 698,224 138 217,020
677,053 20,700 697,753 138 218,650
676,825 20,700 697,525 138 219,080
674,892 20,700 695,592 138 218,930
674,928 20,700 695,628 138 218,200
676,722 20,700 697,422 138 216,890
- 765,700 765,700 126 -
- 770,000 770,000 125 -
- 770,000 770,000 125 -
- 770,000 770,000 125 -
- 770,000 770,000 125 -
- 770,000 770,000 125 -
- 770,000 770,000 125 -
- 770,000 770,000 125 -
- 770,000 770,000 125 -
770,000 770,000 125 -
770,000 770,000 125 -

Y o ey

QN TITIY T Y

See “DEL PASG HEIGHTS REDEVELOPMENT PROJECT AREA — Secutity for 2663 Del Paso Heighits

Source: Financial Consultant and Underwriter.

Fiscal Year

2003-04
Housing

Cot-dside

S€I-AS8

$496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496,000
496 NN
496,000
496,000
496,000
496,000

Debt Service on

Housing

Component of

2003 Loan

Agreement

$142,371
151,638
151,638
151,638
151,638
151,638
151,638
151,638
151,638
151,638
151,638
151,638
151,638
151,638
151,638
151,638
396,638
395,613
394,138
395,888
394,350
395,000
393,994
392,338
394,913
392,813

Debt Service
on Housing
Component

of 1999

215,396
215,349
215,031
215,759
216,087
243,912
243,382
243,696
243,447
244,026
243,857
243,775
243,078
243,092
243,738

Total
Housing

Debt Service

$ 342,363
367,034
366,987
366,669
367,397
367,725
395,550
395,020
395,334
395,085
395,664
395,495
395,413
394,716
394,730
395,376
396,638
395,613
394,138
395,888
394,350
395,000
204 /%1
393,994
392,338
394,913
392,813

Housing

Coverage

145%
135
135
135
135
135
125
126
125
126
125
125
125
126
126
125
125
125
126
125
126
126
124
126
126
126
126

inition of Tax Revenues.



LIMITATIONS ON TAX REVENUES
Property Tax Limitations - Article XIITA

California voters, on June 6, 1978, approved an amendment (commonly known as both Proposition 13
and the Jarvis-Gann Initiative) to the California Constitution. This amendment, which added Article XIITA to
the California Constitution, among other things affects the valuation of real property for the purpose of
taxation in that it defines the full cash value of property 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 any reduction in the consumer price index or comparable local data, or any reduction in the event of
declining property value caused by damage, destruction or other factors. See APPENDIX A-1 — “FISCAL
CONSULTANT’S REPORT — MATHER/McCLELLAN MERGED PROJECT AREA” and APPENDIX
A-2 — “FISCAL CONSULTANT’S REPORT — DEL PASO HEIGHTS REDEVELOPMENT PROJECT
AREA”

Article XIIIA further limits the amount of any ad valorem tax on real property to 1% of the full cash
value except that additional taxes may be levied to pay debt service on indebtedness approved by the voters
prior to July 1, 1978. In addition, an amendment to Article XIIIA was adopted in June 1986 by initiative
which exempts any bonded indebtedness approved by two-thirds of the votes cast by voters for the acquisition
or improvement of real property from the 1 percent limitation.

On December 22, 1978, the California Supreme Court upheld the amendment over challenges on
several state and federal constitutional grounds (dmador Valley Joint Union School District v. State Board of
Equalization).

In the general election held on November 4, 1986, voters of the State of California approved two
measures, Propositions 58 and 60, which further amend Article XIIIA. Proposition 58 amends Article XIIIA
to provide that the terms “purchased” and “change of ownership,” for purposes of determining full cash value
of property under Article XIIIA, do not include the purchase or transfer of (1) real property between spouses
and (2) the principal residence and the first $1,000,000 of other property between parents and children.

Proposition 60 amends Article XIIIA to permit the Legislature to allow persons over age 55 who sell
their residence to 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. Pursuant to Proposition 60, the Legislature has
enacted legislation permitting counties to implement the provisions of Proposition 60.

Article XIIIA has subsequently been amended to permit a reduction of the “full cash value” base in
the event of declining property values caused by damage, destruction or other factors, to provide 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 and in certain other minor or technical ways.

Implementing Legislation

Legislation enacted by the California Legislature to implement Article XIIIA (Statutes of 1978,
Chapter 292, as amended) provides that each county will levy the maximum tax permitted by Article XIIIA,
$4.00 per $100 assessed valuation (based on the traditional practice in California of using 25% of full cash
value as the assessed value for tax purposes).

The apportionment of property taxes in fiscal years after 1978-79 has been revised pursuant to Statutes

of 1979, Chapter 282 which provides relief funds from State moneys beginning in fiscal year 1978-79 and is
designed to provide a permanent system for sharing State taxes and budget surplus funds with local agencies.
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Under Chapter 282, cities and counties receive about one-third more of the remainin; property tax revenues
collected under Proposition 13 instead of direct State aid. School districts receive a correspondingly reduced
amount of property taxes, but receive compensation directly from the State and are given additional relief.
Chapter 282 does not affect the derivation of the base levy ($1.00 per $100 taxable valuation) and the bonded
debt tax rate.

Future assessed valuation growth allowed under Article XIIIA (new construction, change of
ownership, 2% annual value growth) is allocated on the basis of “situs” among the jurisdictions that serve the
tax rate arza within which the growth occurs except for certain utility property assessed by the State Board of
Equalization which is allocated by a different method discussed herein.

Property Tax Collection Procedures

Classifications. In California, property which is subject to ad valorem taxes is classified as “secured”
or “unsecured.” Secured and unsecured property are entered on separate parts of the assessment roll
maintained by the county assessor. The secured classification includes property on which any property tax
levied by the county becomes a lien on that property sufficient, in the opinion of the county assessor, to secure
payment of the taxes. Every tax which becomes a lien on secured property has priority over all other liens on
the secured property, regardless of the time of the creation of other liens. A tax levied on unsecured property
does not become a lien against the taxes on unsecured property, but may become a lien on certain other
property owned by the taxpayer.

Collections. The method of collecting delinquent taxes is substantially different for the two
classifications of property. The taxing authority has four ways of collecting unsecurzd property taxes in the -
absence of timely payment by the taxpayer: (1) a civil action against the taxpayer; (2) filing a certificate in the
office of the county clerk specifying certain facts in order to obtain a judgment lien on certain property of the
taxpayer (3) filing a certificate of delinquency for reccrd in the county recorder’s office, in order to obtain a
lien on certain property of the taxpayer; and (4) seizure and sale of the personal prcperty, improvements or
possessory interests belonging or assessed to the assessee.

The exclusive means of enforcing the payment of delinquent taxes with respect to property on the
secured rcll is the sale of property securing the taxes to the State for the amount of taxes which are delinquent.

Tax Increment Revenues are scheduled for primary disbursement twice per year in Decemiber and in
April. In addition, supplemental revenues are disbursed as collected, typically on a monthly basis.

Penalties. A 10% penalty is added to delinquent taxes which have been levied with respect to
property on the secured roll. In addition, property on the secured roll on which taxes are delinquent is sold to
the State on or about June 30 of the fiscal year. Such property may thereafter be redezmed by payment of the
delinquent taxes and a delinquency penalty, plus a redemption penalty of 1%2% per month to the time of
redemption. If taxes are unpaid for a period of five years or more, the property is deeded to the State and then
is subject to sale by the county tax collector. A 10% penalty also applies to the delinquent taxes on property
on the unsecured roll, and further, an additional penalty of 1%4% per month accrues with respect to such taxes
beginning the first day of the third month following the delinquency date.

Delinquencies. The valuation of property is determined as of January 1 each year and equal
installments of taxes levied upon secured property become delinquent on the follewing December 10 and
April 10. Taxes on unsecured property are due March 1 and become delinquent on the succeeding August 31.

Supplemental Assessments. A bill enacted in 1983, SB 813 (Statutes of 1983, Chapter 498), provides
for the supplemental assessment and taxation of property as of the occurrence of a change in ownership or
completicn of new construction. Previously, statutes enabled the assessment of such changes only as of the
next tax lien date (March 1 was used as the lien date as of the enactment of Chapter 498; however, as discussed
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below, the lien date was changed by legislation enacted in 1995) following the change and thus delayed the
realization of increased property taxes from the new assessments for up to 14 months. As enacted, Chapter
498 provides increased revenue to redevelopment agencies to the extent that supplemental assessments as a
result of new construction or changes of ownership occur within the boundaries of redevelopment projects
subsequent to the lien date. To the extent such supplemental assessments occur within the Project Area, Tax
Revenues may increase. As a result of legislation enacted in 1995 (SB 327 and SB 722, chaptered as Chapter
499 to 497, respectively), commencing as of January 1, 1997, the lien date for locally assessed property tax has
been changed from March 1 to January 1; the initial change was implemented by the use of January 1, 1997 in
place of March 1, 1997 as the lien date. The first day of January for each succeeding year shall be the lien
date. Tax Increment Revenues resulting from supplemental assessments are not included in revenue
projections of the Fiscal Consultant. See APPENDIX A-1 — “FISCAL CONSULTANT’S REPORT —
MATHER/McCLELLAN MERGED PROJECT AREA — Projection of Tax Increment Revenues,” and
APPENDIX A-2 — “FISCAL CONSULTANT’S REPORT — DEL PASO HEIGHTS REDEVELOPMENT
PROJECT AREA — Projection of Tax Increment Revenues.”

Unitary Taxation of Utility Property

AB 2890 (Statutes of 1986, Chapter 1457) provides that assessed value derived from State-assessed
unitary property (consisting mostly of operational property owned by certain railroad and utility companies) is
to be allocated county-wide as follows: (i) each tax rate area will receive the same amount from each assessed
utility it received in the previous fiscal year unless the applicable county-wide values are insufficient to do so,
in which case values will be allocated to each tax rate area on a pro rata basis; and (ii) if values to be allocated
are greater than in the previous fiscal year, each tax rate area will receive a pro rata share of the increase from
each assessed utility according to a specified formula. Additionally, the lien date on State assessed property is
January 1.

AB 454 (Statutes of 1987, Chapter 921) further modifies Chapter 1457 regarding the distribution of
- tax revenues derived from property assessed by the State Board of Equalization. Chapter 921 provides for the
consolidation of all State-assessed property, except for regulated railroad property, into a single tax rate area in
each county. Chapter 921 further provides for a new method of establishing tax rates on State-assessed
property and distribution of property tax revenues derived from State-assessed property to taxing jurisdictions
within each county as follows: for revenues generated from the one percent tax rate, each jurisdiction,
including redevelopment project areas, will receive a percentage up to 102% of its prior year State-assessed
unitary revenue; and if county-wide revenues generated for unitary property are greater than 102% of the
previous year's unitary revenues, each jurisdiction will receive a percentage share of the excess unitary revenue
generated from the application of the debt service tax rate to county wide unitary taxable value, further, each
jurisdiction will receive a percentage share of revenue based on the jurisdiction's annual debt service
requirements and the percentage of property taxes received by each jurisdiction from unitary property taxes.
Railroads will continue to be assessed and revenues allocated to all tax rate areas where railroad property is
sited.

The intent of Chapters 1457 and 921 is to provide redevelopment agencies with their appropriate share
of revenue generated from the property assessed by the State Board of Equalization. Such unitary taxes
attributable to the Project Area are a part of Tax Revenues, but are not currently significant. See APPENDIX
A-1 — “FISCAL CONSULTANT’S REPORT — MATHER/McCLELLAN MERGED PROJECT AREFA”
and APPENDIX A-2 — “FISCAL CONSULTANT’S REPORT -— DEL PASO HEIGHTS
REDEVELOPMENT PROJECT AREA.”

Section 33676 Payments
Former Section 33676 of the Redevelopment Law used to allow taxing entities to elect to claim for

themselves (and thus exclude from Tax Increment Revenues available to an agency) the portion of tax
increment revenues attributable to inflationary growth as determined under Section 110.1(f) of the Revenue

30



and Taxation Code. School districts and community college districts were directed by Section 33676 to make
such election pursuant to a specific procedure prior to adoption of any redevelopment plan or amendment,
unless a tax sharing agreement existed between the redevelopment agency and the taxing entity.

Section 33676 payments can be required even in the absence of an affirmative election by the taxing
entity.

In the case of Santa Ana Unified School District v. Orange County Development Agency, the State
Court of Appeals upheld the determination of a trial court that where the County of Orange had adopted a
redevelopment project in 1986 and a school district which served the project area had failed to submit a
resolution electing to receive a proportionate share of property tax revenues attributable to inflationary growth
as determined under Section 110.1(f) of the Revenue and Taxation Code, the school district should
nevertheless be deemed entitled to receive such revenues under Health and Safety Code Section 33676 as in
effect as of 1986. Section 33676 has been the subject of amendments both before and after 1986 but was in
substantially the same form between 1984 and 1993. Based on the date of adoption of the Project Areas (and
relevant components) statutory elections pursuant to Section 33676 are not applicable, and Tax Revenues do
not reflect any such payments.

Appropriations Limitations: Article XIIIB of the California Constitution

On November 6, 1979, California voters approved Proposition 4, the so-called Gann Initiative, which
added Art:cle XIIIB to the California Constitution. The principal effect of Article XIIB is to limit the annual
appropriations of the State and any city, county, school district, authority or other political subdivision of the
State to the level of appropriations for the prior fiscal year, as adjusted for changes in the cost of living,
population and services rendered by the government entity.

The California Legislature has added Section 33678 to the Redevelopment Law which provides that
the allocation of taxes to a redevelopment agency for the purpose of paying principal of, or interest on, loans,
advances, or indebtedness shall not be deemed the receipt by such agency of proceeds of taxes levied by or on
behalf of the agency within the meaning of Article XIIIB, nor shall such portion of taxes be deemed receipt of
taxes by, or an appropriation subject to the limitation of, any other public body withir: the meaning or for the
purpose of the Constitution and laws of the State of California, including Section 33678 of the Redevelopment
Law. The constitutionality of Section 33678 has been upheld in two California appellate court decisions,
Brown v. Community Redevelopment Agency of the City of Santa Ana and Bell Coramunity Redevelopment
Agency v. Woosley. The plaintiff in Brown petitioned the California Supreme Court for a hearing of this case.
The California Supreme Court formally denied the petition. On the basis of these court decisions, the Agency
does not believe it is subject to Article XIIIB and has not adopted an appropriations limit.

Future Initiatives

Article XIITIA, Article XIIIB and Proposition 62 were each adopted as measures that qualified for the
ballot pursuant to California’s initiative process. From time to time other initiative measures could be adopted,
further affecting Agency revenues or the Agency's ability to expend revenues.

Tax Allocation Procedures of the County
Tax Increment Revenue

Each year, the County determines the amount of property tax revenue to be levied in the Project Area
for a given tax year and identifies the respective amounts due the Agency and the taxing entities represented in
the base year.
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The County has implemented the Alternative Method of Distribution of Tax Levies and Collections
and of Tax Sale Proceeds (the “Teeter Plan”), which allows each entity levying secured property taxes in the
County to draw on the amount of property taxes levied rather than the amount actually collected. The result of
the Teeter Plan is that each levying entity included in the Teeter Plan is paid 100% of the base secured roll
property tax allocated to it. Roll corrections and adjustments are made dollar-for-dollar from subsequent
year’s payments, and current year revenues can be reduced in proportion to each taxing entities share of
countywide property taxes. This practice could change at any time and investors should assume taxes may be
disbursed to the Agency based upon actual collections. See APPENDIX A-1 — “FISCAL CONSULTANT’S
REPORT — MATHER/McCLELLAN MERGED PROJECT AREA,” and APPENDIX A-2 — “FISCAL
CONSULTANT’S REPORT — DEL PASO HEIGHTS REDEVELOPMENT PROJECT AREA” for a
description of actual historical receipts and delinquencies. Unsecured tax revenues are disbursed on or about
August 31 and secured tax revenues are disbursed in two payments following December 10th and April 10th of
each year. Secured and unsecured reconciliations are made each fiscal year. At that time, adjustments to taxes
and revenues attributable to changes in parcel value since the establishment of the prior roll are made.

To the extent that the County’s Teeter Plan continues in existence and is carried out as adopted, it may
help protect Bond Owners from the risk of delinquencies in the payment of property taxes from which the Tax
Revenues are derived. The Teeter Plan does not cover collection of taxes levied on the unsecured roll.
Because unsecured value represents approximately 35% and 6% of the total assessed values in the
Mather/McClellan Redevelopment Project Area and Del Paso Heights Redevelopment Project Area in Fiscal
Year 2003-04, the Teeter Plan does not affect the collection of a corresponding portion of the Tax Revenues
for the security of the 2003 Loan Agreements for such Project Areas.

County Collection Charge

Counties are authorized to charge redevelopment agencies for costs incurred in the assessment,
collection and allocation of property tax revenues pursuant to SB 2557 (Chapter 466, Statures of 1990). The
Tax Revenues are allocated to the Agency net of such amounts. The projections of Tax Revenues pledged to
the Bonds are net of such administrative costs. See APPENDIX A-1 — “FISCAL CONSULTANT’S
REPORT — MATHER/McCLELLAN MERGED PROJECT AREA,” and APPENDIX A-2 — “FISCAL
CONSULTANT'S REPORT — DEL PASO HEIGHTS REDEVELOPMENT PROJECT AREA.”

Base Year Valuation Adjustments

The Redevelopment Law provides that the base assessment roll utilized for the allocation of Tax
Increment Revenues may be reduced by the taxable value, as shown on the base roll, of those properties
acquired for public use of tax exempt public entities. The precedent for this action stems from the 1963 case of
Redevelopment Agency of the City of Sacramento vs. Malaki, 216 Cal. App. 2d 480, and subsequent, related
cases.

The projections of Tax Revenues by the Fiscal Consultant as shown here and in APPENDIX A-1 —
“FISCAL CONSULTANT’S REPORT — MATHER/McCLELLAN MERGED PROJECT AREA” and
APPENDIX A-2 — “FISCAL CONSULTANT’S REPORT — DEL PASO HEIGHTS REDEVELOPMENT
PROJECT AREA,” incorporate the base year value reported in County’s 2003-04 Report of Project Area
Values. Future estimates are based on the assumption by the Fiscal Consultant that the base year value for
each Project Area remains at the level reported by the County for the 2003-04 fiscal year. Acquisition of
property within the Project Areas by public agencies may cause assessed values to decline, resulting in a
reduction in Tax Revenues received by the Agencies.

Certification of Agency Indebtedness

Section 33675 of the Redevelopment Law requires the filing not later than the first day of October of
each year with the county auditor, of a statement of indebtedness certified by the chief fiscal officer of the
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redevelopment agency for each redevelopment project which receives tax increment. The statement of
indebtedness is required to contain the date on which any bonds were delivered, the principal amount, term,
purpose and interest rate of such bonds and the outstanding balance and amount due on such bonds. Similar
information must be given for each loan, advance or indebtedness that the redevelopmznt agency has incurred
or entered into to be payable from tax increment.

Section 33675 also provides that the county auditor is limited in payment of tax increment to the
agency to the amounts shown on the redevelopment agency’s statement of indebtedness. The Section further
provides that the staternent of indebtedness is prima facie evidence of the indebtedness of the redevelopment
agency, but that the county auditor may dispute the amount of indebtedness shown on the statement in certain
cases. Provision is made for time limits under which the dispute can be made by the county auditor as well as
provisions for determination by the Superior Court in a declaratory relief action of the proper disposition of the
matter. The issue in any such action will involve only the amount of the indebtedness and not the validity of
any contract or debt in connection with payments by such public agency pursuant thereto. An exception is
made for payments to a public agency in connection with payment by such agency pursuant to a bond issue
which shall not be disputed in any action under the section. The 2003 Loans should be entitled to the
protection of that portion of the statute.

THE REDEVELOPMENT AGENCY OF THE COUNTY OF SACRAMENTO

Authority. The County Agency is a public body, corporate and politic, organized and existing under
and pursuant to the Constitution and the Redevelopment Law and was activated by the County Board of
Supervisors on September 30, 1974 at which time the Board of Supervisors declared itself to be the governing
board of the County Agency. The County Agency is charged with the authority and responsibility to prepare
and execute plans designed to address blighted areas within the County. The County Agency is a separate
public body and exercises governmental functions in planning and carrying out redevelopment projects.

Financing. Funds to perform redeveloptnent activities come from several sources, including tax
increment financing, proceeds from the sale of notes and bonds, land sale proceeds znd loans and advances
from the County. The administrative costs advanced to the County Agency by the County for staff services
and other operating expenditures, are retired and paid out of increment monies received from within the
Mather/McClellar Merged Project Area. See “MATHER/McCLELLAN MERGED PROJECT AREA” herein
for a description of the County’s sole Project Area.

Personnel. The County Agency is governed by the five members of the County Board of Supervisors,
who act as the County Agency’s Board of Directors. The County Agency exercises governmental functions in
carrying out projects and has authority to acquire, develop, administer and sell or lease property, including the
right of eminent domain and the right to issue bonds and expend bond proceeds. The staff of the Sacramento
Housing and Redevelopment Agency administer the County Agency on behalf of the County. See
“SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY” herein. The present County Agency
Board of Directors and the expiration of their terms are as follows.

Member Term Expires
Illa Collin, Chair 2006
Roger Dickianson, District 1 2006
Muriel P. Johnson, District 3 2004
Roger Niello, District 4 2004
Don Nottoli, District 5 2006

Powers. The County Agency has a variety of powers. It is authorized to prepare redevelopment
project plans; to acquire property; to help relocate the occupants of acquired properties; to remove substandard
structures; to install streets and sidewalks, and make other public improvements; to market land for a variety of
purposes; to develop or assist in the development of new and rehabilitated housing; to facilitate the
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development of commercial and industrial properties; to issue notes and bonds to finance activities; and to
impose environmental, open space and urban design controls.

The County Agency is charged with the responsibility of eliminating or alleviating conditions of
blight, achieving economic revitalization and beautification, and mitigating negative social, physical and
environmental impacts of development. Generally, this process is accomplished when the County Agency
disposes of land for development by the private sector. Before this can be accomplished, the County Agency
must complete the process of acquiring and assembling the necessary sites, relocating residents and businesses,
demolishing deteriorated improvements, grading and preparing the sites for developers and providing for
ancillary off-site improvements.

THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO

Authority. The City Agency is a public body, corporate and politic, organized and existing under and
pursuant to the Constitution and the Redevelopment Law and was activated by the City Council on
September 27, 1950, at which time the City Council declared itself to be the governing board of the City
Agency. The City Agency is charged with the authority and responsibility to prepare and execute plans
designed to address blighted areas within the City. The City Agency is a separate public body and exercises
governmental functions in planning and carrying out redevelopment projects.

Financing. Funds to perform redevelopment activities come from several sources, including tax
increment financing, proceeds from the sale of notes and bonds, land sale proceeds and loans and advances
from the City. The administrative costs advanced to the City Agency by the City for staff services and other
operating expenditures, are retired and paid out of increment monies received from within the City’s [six]
Project Areas. See “DEL PASO HEIGHTS REDEVELOPMENT PROJECT AREA” for a description of the
City’s Project Area involved in this financing.

Personnel. The City Agency is governed by the Mayor and eight members of the City Council, who
act as the City Agency’s Board of Directors. The City Agency exercises governmental functions in carmrying
out projects and has authority to acquire, develop, administer and sell or lease property, including the right of
eminent domain and the right to issue bonds and expend bond proceeds. The staff of the Sacramento Housing
and Redevelopment Agency administer the City Agency on behalf of the City. See “SACRAMENTO
HOUSING AND REDEVELOPMENT AGENCY™ herein. The present City Agency Board of Directors and
the expiration of their term are as follows:

Member Term Expires
Heather Fargo, Mayor and Chair 2004
Ray Tretheway, Councilmember District 1 2006
Sandy Sheedy, Councilmember District 2 2004
Steve Cohn, Councilmember District 3 2006
Jimmie R. Yee, Councilmember District 4 2004
Lauren Hammond, Councilmember District 5 2006
Dave Jones, Councilmember District 6 2004
Robbie Waters, Councilmember District 7 2006
Bonnie J. Pannell, Councilmember District 8 2004

Powers. The City Agency has a variety of powers. It is authorized to prepare redevelopment project
plans; to acquire property; to help relocate the occupants of acquired properties; to remove substandard
structures; to install streets and sidewalks, and make other public improvements; to market land for a variety of
purposes; to develop or assist in the development of new and rehabilitated housing; to facilitate the
development of commercial and industrial properties; to issue notes and bonds to finance activities; and to
impose environmental, open space and urban design controls.
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The City Agency is charged with the responsibility of eliminating or alleviating conditions of blight,
achieving economic revitalization and beautification, and mitigating negative social, physical and
environmental impacts of development. Generally, this process is accomplished when the City Agency
disposes of land for development by the private sector. Before this can be accomplished, the City Agency
must complzte the process of acquiring and assembling the necessary sites, relocating residents and businesses,
demolishing deteriorated improvements, grading and preparing the sites for developers and providing for
ancillary off-site improvements.

THE SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY

General. The Sacramento Housing and Redevelopment Agency (the “SHRA”™) is a joint powers
authority of both City and County agencies, and operates under a delegatory agreement with its oversight
governing boards: The City of Sacramento City Council and the County of Sacramento Board of Supervisors.
The SHRA provides staffing for the Housing Authorities of the City and County of Sacramento and the
Redevelopment Agencies of the City and County of Sacramento, which are responsible for the development
and implementation of housing, redevelopment and selected economic development programs and activities
for the City and County of Sacramento. The SHRA administers and acts as fiscal agent with respect to the
Project Areas. The County Agency Board and the City Agency Board approve all SHRA agenda items
regarding their respective Project Areas.

Key Personnel. Resumes of certain key SHRA staff who administer the City Agency and County
Agency are set forth below.

Anre Moore, Executive Director. Ms. Moore has been the Executive Director since November 1998
and has bezn with SHRA for the last eighteen years in various management capacities including Deputy
Executive Director and Director of Community Development. Ms. Moore’s previous experience includes
working with the California State Department of Housing and Community Development and the Anchorage
Office of Housing and Urban Development. Ms. Moore holds a Bachelor of Science in Housing and Planning
from the University of California, Davis, and has dore course work towards a Masters ir. Housing.

Satoshi Matsuda, Director of Finance. Mr. Matsuda has been the Director of Finance of the Agency
since August 1998, prior to which time he served since 1990 as the Agency’s Director of Administrative
Services. Prior to 1990 he was Director of Administration of the Sacramento Area Flood Control Agency and
General Services Director of the Agency. Mr. Matsuda has over twenty-eight yzars of experience in
Sacramento area local government. He holds a Master of Arts degree from the California State University,
Sacramentc, and a Bachelor of Arts degree from the University of California, Berkeley.

Dana W. Phillips, General Counsel. Mr. Phillips was appointed to the Agency in April 1990. Prior to
his appointment, Mr. Phillips served as Assistant General Counsel to the Agency (1985 until 1990) and worked
in private practice before joining the Agency. Mr. Phillips earned his law degree from: the University of San
Diego in 1976 and his baccalaureate degree from the University of California, Santa Barbara, in 1973,

THE SACRAMENTO COUNTY PUBLIC FINANCING AUTHORITY

The Sacramento County Public Financing Authority was established pursuant to a Joint Exercise of
Powers Agreement dated as of November 25, 2003, by and between the County and the County Agency in
accordance with the provisions of the Act. The Authority was created for the purpose of providing financing
and refinancing for public capital improvements for the County and the County Agency and other local
agencies through the acquisition by the Authority of such public capital improvements and/or the purchase by
the Author'ty of local obligations within the meaning of the Act. Under the Act, the Authority has the power
to issue bonds and loan the proceeds to the Agency to pay the cost of any public capital improvement.
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The Bonds are special obligations of the Authority payable only from Revenues and not out of any
other fund or money of the Authority. The Bonds are not a debt of the Authority, the County, the County
Agency, City or the City Agency.
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THE MATHER/McCLELLAN MERGED PROJECT AREA
Background

On June 20, 2001, the County Board of Supervisors adopted the Mather/McClellan Merged Project
Area, merging two previously adopted redevelopment areas into a single consolidated project area. The
merged Project Area consists of approximately 7,502 acres, most of which consists of the former Mather
United States Air Force Base and the former McClellan United States Air Force Base.

Mather Project Area Component. The Mather Air Force Base closed in 1993. In the fall of 1991, the
Board of Supervisors endorsed a comprehensive reuse plan and forwarded the plan to the Air Force. In March
1993, the Air Force issued a Record of Decision for the disposal of the base. Mather aviation facilities were
subsequently transferred to the County. On May 5, 1995, Mather Airport was officially opened as a civilian
airport. The airport area, including runways and aprons, encompasses approximately 2,875 acres. The County
Department of Airports now operates Mather Airport with its 11,300-foot jumbo runway as an air cargo and
general aviation center. Airborne Express, Integrated Airline Services, United Parcel Service and Emery Air
Freight already have operations at the base.

Sacramento Mather Airport and the adjacent main base area, now called Mather Commerce Center,
together comprise some 600 acres of developed and developable property conveniently located along the
Highway 50 corridor. Mather Commerce Center comprises approximately 238 acres. About 85% of the
Mather Commerce Center has been sold to developers or end users. For the majority of parcels remaining to
be sold, the County is in negotiations with developers to purchase such parcels.

The Mather Commerce Center has approximately 1 million square feet of new or renovated office
space. At build out, total square footage is anticipated to be 2.0 to 2.5 million square feet. The McCuen
Center II building, a 95,000 square foot class A commercial office building is currently under construction and
is scheduled for completion in 2004. The Mather Commerce Center Partners are currently performing site
preparation work for a planned 410,000 square foot office park on the western side of the Mather Commerce
Center, completion of which is not expected until 2008. Recent land transactions at Mather Commerce Center
include: a 17.3-acre land transfer scheduled to close escrow by the end of December 2003; a 4.5-acre parcel
and building scheduled to close escrow in March 2004; and a 8.8-acre land sale scheduled to close escrow in
early 2004. The 17.3 acre parcel is anticipated to be developed for two 100,000 square foot office buildings
and one 50,000 square foot office building. No additional buildings are expected on the 4.5 acre sale site, and
the 8.8 acre land sale is anticipated to be developed for thirteen 8,000-10,000 square foot office buildings.
Completion of the new commercial office buildings for these sales are not anticipated until 2008.

The Mather Project Area component also contains another planned commercial development area
known as the Douglas Business Park. Douglas Business Park has approximately 200 acres and will have a
similar square footage build out as the Mather Commerce Center. Douglas Business Park is in the early stages
of development and the County Agency does not anticipate that any land sale transactions will occur at the
Douglas Business Park for a number of years.

In addition to the commercial development, the Mather Project Area component has also generated
residential development. KB Homes has demolished the existing military housing and nearly completed
development of 1,271 new houses in a development known as “Independence at Mather.” As of October 1,
2003, 1,233 units had already been completed or were under construction. Additionally, 1,434 acres on the
east side of the Mather Project Area component have been set aside for the establishment of the Mather
Regional Park.

Mather Environmental Remediation. The former Mather Air Force Base was a combat pilot training

school and served the maintenance and logistic needs of the Air Force from 1918 until its closure in 1993. In
keeping with traditional industrial practices, the Air Force disposed of hazardous waste in a series of pits and
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landfills. The industrial waste eventually migrated into the groundwater. The Department of Defense,
pursuant to a Federal Facilities Agreement with the Environmental Protection Agzncy, has affirmed its
responsibility to remediate the contamination and has, pursuant to the Economic Development Conveyance
with the County, indemnified the County for the costs to clean the site and liability associated with the
contamination. Remediation is underway and the County Agency believes that containination at the Mather
Air Force Base is contained. See “RISK FACTORS — Hazardous Substances” herein.

Due to the contamination at the former Mather Air Force Base and its subsequent listing on the
National Priorities (Superfund) List, the base closure and subsequent transfer to the County has been
complicated. See ‘““— McClellan Environmental Remediation and Transfer of Fee Interest to County” below
for a description of the transfer process. However, the County or private parties to whem the County assigned
or sold its interest now have fee title to all of the former base.

McClellan/Watt Avenue Project Area Component, The McClellan Air Force Base closed on July 13,
2001. On November 222, 2000, McClellan AFB and a portion of the Watt Avenue Corridor were previously
designated a redeveloprnent area in anticipation of the base closure. The redevelopment area encompasses the
entire acreage of the former base and a portion of the Watt Avenue Corridor in North Highlands. The portion
of the redevelopment area outside the base, referred to as the “Watt Avenue Area,” an area of about 634 acres,
serves as the commercial and industrial market for the North Highlands community. Watt Avenue serves as
the main gateway to the base, and inclusion of the Watt Avenue Corridor in the Project Area provided the
opportunity to better integrate the redevelopment of the base with the North Highlands community.

The County, as the designated Local Reuse Authority (“LRA”), and the United States Air Force (the
“USAF”) negotiated and entered into an Economic Development Conveyance Agrecment (the “EDC™) on
August 13, 1998 pursuant to which the USAF has granted the County a leasehold interest in the base which
converts to a fee interest as the USAF completes environmental remediation of poriions of the base. See
“McClellan Environmental Remediation and Transfer of Fee Interest to County” below. The County
completed the Final Reuse Plan for the base in July, 2000. The overall goal for reuse was to retain the aircraft
maintenance and repair activities as a core industrial function. These activities serve as a cornerstone for reuse
activities, with other commercial, residential and non-industrial land uses remaining similar to the pre-closure
pattern of uses. The County, as the LRA, has entered into a Purchase and Sale Agreement dated as of
November 13, 2001 (the “Purchase and Sale Agrecment”) with McClellan Business Park LLC (“MBP”) to
market and redevelop the base. The Purchase and Sale Agreement is both a sales agreement, transferring
ownership of base property to MBP, and an equity agreement wherein the County and MBP share in the
development and economic success of the reuse of base assets. The $21.2 million in net proceeds the County
is to receive from the Purchase and Sale Agreement, plus accrued interest, must be reinvested in the reuse of
the base as required by the EDC. Of the approximately 11 million square feet of buildings on the base,
McClellan Park has already leased over 3.5 million square feet, with additional leases pending.

McClellan Environmental Remediation and Transfer of Fee Interest to County. The former
McClellan Air Force Base was an industrial facility serving the maintenance and logistics needs of the Air
Force from 1936 until its closure in 2001. In keeping with traditional industrial practices, the Air Force
disposed of hazardous wastes in a series of pits and landfills. The industrial wastes eventually migrated into
the groundwater. The resulting groundwater contamination accounts for the vast majority of the environmental
contamination at McClellan, but there is also soil contamination.

While the groundwater cleanup effort is progressing well, it is a slow and expensive process and is
likely to continue for another 40 years. The investigation into the soil contam nation is approaching
completior: on a majority of the former base property and is complete on areas due to be transferred in 2004.
In 1989, the Air Force executed a Federal Facilities Agreement with the Federal Environmental Protection
Agency and with the State of California. In this document the Air Force affirmed its responsibility to
remediate environmental contamination at McClellan. Through the Economic Develooment Conveyance, the
Air Force has indemnified the County, and its successors in interest, for the cleanup of any contamination
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caused by the Air Force’s activities. Congress provided statutory indemnification, for damage to property and
personal injuries caused by the Air Force created contamination, by enacting Section 330 of Public
Law 104-484.

Due to the listing of McClellan Air Force Base on the National Priorities (Superfund) List, the transfer
of the property is complicated. Fee title may be conveyed only by two methods. The first, called a Finding of
Suitability to Lease (FOSL), requires the Air Force to covenant all remedial actions are complete, as deemed to
be necessary, or in the case of a long-term remedy, like groundwater cleanup, to covenant that the remedy is
operating and performing successfully. The second method for conveying fee title is through a Finding of
Suitability for Early Transfer (FOSET). This method requires the Air Force to have sufficiently characterized
the nature and extent of the contamination in the early transfer area, and to have prepared a risk assessment for
the early transfer area. The FOSET then requires EPA approval and gubernatorial concurrence because the
property would be transferred while still contaminated. The County and the MBP have been actively pursuing
the early transfer with privatized remediation for the last two years. The Air Force contemplates an early
transfer in 2004 for selected parcels, where it would retain cleanup responsibility. Until fee title is conveyed,
through either method, the Air Force conveys a leasehold interest in the property through the following
process:

e In 1998 the Air Force conveyed possession and use of the property to the County through the
EDC and a Lease in Furtherance of Conveyance (LIFOC). The EDC provided for the conveyance
of fee title to the property, through FOSLs and deeds, once the remedial actions are completed,
determined not to be required, or are operating and performing successfully.

e Prior to agreeing to the EDC, the Air Force accomplished a base wide Environmental Baseline
Study (EBS), and then supplemented this EBS with site-specific information. At McClellan, the
Air Force issued multiple site-specific EBS documents in addition to the base wide EBS. The
EBS process took approximately 2% years to complete.

e As it completed each supplemental EBS, the Air Force issued FOSLs for particular areas of the
base. Federal and state environmental regulators reviewed the FOSLs prior to conveyance of
these areas of the base to the County. The FOSLs allow for the lease and occupancy of the
property because there are no risks to human health to the occupants. The Air Force issued these
findings over a two-year period of time.

While the environmental cleanup activities determine if property may be conveyed in fee, the cleanup
process follows a parallel but different track from property transfer. Once the Air Force completes its
investigation of environmental conditions at McClellan, it issues a Feasibility Study to decide on the remedy it
will use to complete the cleanup. It then issues a Proposed Plan of remedial action for public review and
comment. Finally, the Air Force issues a Record of Decision (“ROD”) where it selects the final remedy for
cleanup and establishes the final cleanup standard for contaminated media. Once the ROD is signed, the
cleanup begins. In the case of the groundwater cleanup at McClellan, the Air Force selected the pump and
treat method as the remedy under an Interim Record of Decision. The final cleanup goal, of standards meeting
the Safe Drinking Water Act, will be placed in the final ROD for groundwater expected in 2004. An Initial
Parcel ROD for seven sites on the former base is anticipated in the summer of 2004. Other RODs are
anticipated in the future and could be expedited with Air Force initiative. The portion of the former base
currently occupied by Northrop Grumman may be eligible for an early transfer prior to the Air Force entering
into a final environmental ROD for this site.

The County Agency can give no assurance that environmental conditions or legal conditions related to
property in the Mather/McClellan Merged Project Area will not adversely affect the growth of Tax Revenues,
or future amounts of Tax Revenues. See “RISK FACTORS — Reduction in Taxable Value” and “—
Hazardous Substances.”
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The Mather/McClellan Merged Redevelopment Plan

The Mather Air Force Base Redevelopment Project was adopted by the Board of Supervisors of the
County by Ordinance No. SCC-0990 adopted May 9, 1995. The McClellan Air Force Base/Watt Avenue
Redevelopment Project was adopted by the Board of Supervisors of the County by Ordinance No. 1492
adopted November 22, 2000.

On June 20, 2001, the County Agency and the Board of Supervisors of the County, in accordance with
Section 33485 of the California Health and Safety Code, merged the two Project Areas pursuant to Ordinance
No. 1497.

Mather/McClellan Redevelopment Plan Limits

The Redevelopment Law requires that a redevelopment plan contain certzin limitations on the
redevelopment activities of the County Agency and related matters. The current plan limits for the
Mather/McClellan Merged Project Area are as follows:

Limit Mather Project McClellan Project
Debt Establishment May 9, 2015 November 22, 2020
Plan Effectiveness May 9, 2025 November 22, 2030
Dezbt Repayment May 9, 2040 November 22, 2045
Bonded Debt $400 million $339 nuillion
Tax Increment Revenues None $927 million

In general, the County Agency will not receive Tax Increment Revenues for any purpose after the debt
repayment limit is reached. The County Agency has covenanted in the 2003 Mather/McClellan Loan
Agreement to comply with all requirements of law to insure the allocation and payment to it of the Tax
Revenues, including without limitation the timely filing of any necessary statements of indebtedness with
appropriate officials of the County. The Fiscal Consultant’s Report projects that the Tax Increment Revenue
limit will not be reached for the McClellan Project component during the term of the projections contained in
the Fiscal Consultant’s Report. The Mather Project Area component has no comparable revenue limit. See
APPENDIX A — “FISCAL CONSULTANT’S REPORT — MATHER/McCLELLAN MERGED PROJECT
AREA”

Taxable Values by Land Use

The following table summarizes the taxable values of real property in the Mather/McClellan Merged
Project Area by land use, according to Fiscal Year 2003-04 assessed value.
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Table 9

MATHER / McCLELLAN
LAND USE CATEGORY SUMMARY 2003-04
Parcels Taxable Value Percent of Total

Residential 1,229 $ 207,218,254 28.54%
Commercial 153 157,515,752 21.69
Industrial 50 42,563,754 5.86
Vacant Land 156 11,652,831 1.60
Other _462 56.305.946 7.75
Total Secured 2,050 475,256,537 65.45
Unsecured Aircraft 190,556,006 26.24
Unsecured Other/State Assessed 60,341,029 8.30
Grand Total $726,153,572 100,00%

Source: Records of Sacramento County Assessor.

As can be seen from Table 14 above, approximately 35% of the taxable value within the Project Area
consists of unsecured values. Unsecured values in the Project Area consist of a significant amount of aircraft
value, which has driven growth in such value in recent years. Table 15 below provides a breakdown of the
unsecured value in each component Project Area, allocates it between aircraft and other unsecured value, and
shows the major assessees.

Table 10

Redevelopment Agency of the County of Sacramento
Mather/McClellan Merged Project Area

UNSECURED VALUES
Mather McClellan Use

Total Unsecured Value $ 67,492,775 $ 183,404,260

General Aircraft 40,286,700 140,524,061

Commercial Aircraft 9,745,245 0

Other Unsecured Value 17,460,830 42,880,199

Major Unsecured Assessees
Intel Corporation 23,700,689 General Aircraft
ABX Air 7,073,838 Commercial Air
Sutter Connect 4,529,931 Leasehold
Lynxs Sacto Cargoport 3,230,442 Leasehold
Wing and A Prayer 39,651,138 General Aircraft
Ohana Aircraft Limited 26,201,869 General Aircraft
Knight Ridder Leasing 19,429,911 General Aircraft
Gordon P. Getty 15,300.000 General Aircraft

Total For Majors $ 38,534,900 $ 100,582,918

Source: Records of Sacramento County Assessor.

Each of the major unsecured assessees shown above have been added to the Project Area within the
past two years and have caused the major value increases in unsecured values. See Table 3 above for a
description of the historic growth in unsecured values. Aircraft is subject to taxation pursuant to Section 5301-
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5456 of the Revenue & Taxation Code. The value of aircraft is based on its market value. The State Board of
Equalization prepares a publication, Aircraft Valuation Data, which serves as a guide to local assessors on the
value of aircraft. Those values are to be adjusted based on the condition of the aircraft and other variables.
The allocation of aircraft value to a situs location differs for general aircraft and commercial aircraft. The
value of gereral aircraft is allocated to the location where such aircraft is habitually located when not in flight.
The value of commercial aircraft is taxed based on the time spent in different locations. In allocating value,
the assessor takes into account: (1) flight and ground time (weighted 75 percent), and (2) arrivals and
departures (weighted 25 percent). Aircraft are subject to relocation at any time and no assurance can be given
that the aircraft described above will be located in the Project Area in the future. Unsecured assessed valuation
is generally subject to greater fluctuation than secured assessed valuations, and aircraft valuation, particularly
general aviztion aircraft, may be particularly susceptible to relocation in and out of the Project Area, with
resulting fluctuations in Tax Revenues over time. See “RISK FACTORS — Reduction in Taxable Value”
herein. For example, subsequent to the date of the Fiscal Year 2003-04 tax roll, the aircraft owned by Wing
and A Prayer moved to the Stockton Airport and will no longer be included in the taxable values for the
Mather/McClellan Merged Project Area. Accordingly, the tax increment projections contained in the Fiscal
Consultant’s report have been reduced by $39.7 million beginning with Fiscal Year 2004-05.

As noted above, the McClellan Air Force Base was conveyed from the County to MBP in December
of 2001 pursuant to the Purchase & Sale Agreement. The full value of the transfer has not yet been reflected
on the 2003-04 tax roll. Based on summary information provided by the Office of McClellan Base
Conversion, the value of real property that was transferred to MBP was estimated to be $56.4 million. For
purposes of the tax increment projections shown in the Fiscal Consultant’s Report, the Fiscal Consultant
assumes that this value would be reflected on the 2004-05 secured tax roll. The Fisczl Consultant’s Report
has, however, reduced the value by $8.5 million, to reflect the leasehold value for certain properties that are
included in MBP, but which have already been reflected on the 2003-04 tax roll. The Fiscal Consultant’s
Report reports that the County Assessor has also indicated, on a preliminary basis, that the value of MBP to be
reflected on the Fiscal Year 2004-05 secured tax roll may be as high as $108 million. Sce APPENDIX A-1 —
“FISCAL CONSULTANT REPORT -— MATHER/McCLELLAN MERGED PROJECT AREA” and “RISK
FACTORS — Reduction in Taxable Value” herein.

Major Property Owners

The following table lists the ten largest property tax assessees in the Mather/McClellan Merged
Project Area for fiscal year 2003-04. The aggregate assessed value of the top ten property taxpayers accounted
for approxirately 25.6% of the total assessed value of the Mather/McClellan Merged Project Area for 2003-04
and five of the top ten assessees are on the unsecured tax roll. See “RISK FACTORS — Reduction in. Taxable
Value” for & description of the risks associated with a high concentration of ownership and unsecured property
values.
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Table 11

Redevelopment Agency of the County of Sacramento
Mather/McClellan Merged Project Area

TEN MAJOR PROPERTY TAX ASSESSEES

2003-04 2003-04 2003-04 % of Total

Assessee Parcels  Type of Use Secured Unsecured  Taxable Value Value ¥
Wing and A Prayer® 1 Aircraft $ 0 $39,651,138 $ 39,651,138 5.46%
Ohana Aircraft Limited LLC 1 Aircraft 0 26,201,869 26,201,869 3.61%
Intel Corporation 4 Aircraft 0 23,700,689 23,700,689 3.26%
Knight Ridder Leasing Company 1 Aircraft 0 19,429,911 19,429,911 2.68%
JPI XXI Limited Partnership 2 Office 17,182,995 0 17,182,995 2.37%
Watt North Highlands LP 5 Commercial 15,500,000 15,500,000 2.13%
Gordon P. Getty 1 Aircraft 0 15,300,000 15,300,000 2.11%
Shiva Inc. 1 Office 10,219,329 0 10,219,329 141%
Plant Bros Corporation 2 Office 9,632,562 0 9,632,562 1.33%
Hawthorne Apartments LLC 3 Apartments 8,805,857 8,805,857 1.21%
Total Valuation 61,340,743 124,283,607 185,624,350 25.56%

M Based on ownership of locally-assessed secured and unsecured property.

@  Based on 2003-04 Merged Project Area taxable value of $726,153,572.

®  The aircraft owned by Wing and A Prayer has relocated to the Stockton Airport and has therefore been deducted from
estimated 2004-05 taxable values.

Source: Records of Sacramento County Assessor

Appeals of Assessed Values

According to the County, there are currently four appeals pending with respect to properties in the
Projects Area in which the applicants are requesting a reduction of $4,998,952. The Fiscal Consultant’s
Report states that there is no recent appeal activity within the Project Area upon which to base the possible
impact of the appeals. In projecting Tax Revenues for the Project Area, the Fiscal Consultant assumed that
each assessee would receive a reduction based on fifty percent (50%) of their requested reductions. See
APPENDIX A-1 — “FISCAL CONSULTANT’S REPORT — MATHER/McCLELLAN MERGED
PROJECT AREA” and “HISTORIC AND PROJECTED TAX REVENUES — Mather/McClellan Merged
Project Area.” Assessment appeals filed and granted in future years could adversely impact the availability of
Tax Revenues to pay debt service on the 2003 Mather/McClellan Loan Agreement. See “RISK FACTORS”
herein.

Security for 2003 Mather/McClellan Loan Agreement

The following is a description of certain terms and definitions specific to the security for the 2003
Mather/McClellan Loan Agreement. See APPENDIX E — “SUMMARY OF CERTAIN PROVISIONS OF
PRINCIPAL LEGAL DOCUMENTS?” for a description of the terms not defined herein.

Tax Revenues. The 2003 Mather/McClellan Loan Agreement defines “Tax Revenues” as, except as
provided below, moneys allocated within the Plan Limit and paid the Agency derived from (a) that portion of
taxes levied upon assessable property within the Merger Project Area allocated to the Agency pursuant to
Article 6 of Chapter 6 of the Law and section 16 of Article XVT of the Constitution of the State, or pursuant to
other applicable State laws, and (b) reimbursements, subventions (excluding payments to the Agency with
respect to personal property within the Project Area pursuant to section 16110, et seq., of the California
Government Code, including payments made by the State with respect to any property taxes that would
otherwise be due on real or personal property but for an exemption of such property from such taxes), and
including that portion of such taxes otherwise required by section 33334.3 of the Law to be deposited in the
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Low and Moderate Income Housing Fund, but only to the extent necessary to repay that portion of the Loan or
any Parity Debt (including applicable reserves and financing costs) attributed to amounts deposited in the Low
and Moderate Income Housing Fund for use pursuant to section 33334.2 of the Law to increase, improve or
preserve the: supply of low and moderate income housing within or of benefit to the Merged Project Area; but
excluding all other amounts of such taxes (if any) required to be deposited into the Low and Moderate Income
Housing Fund of the Agency pursuant to section 33334.3 of the Law and excluding ainounts payable by the
Agency pursuant to Section 33607.5 and 33607.7 of the Redevelopment Law, except and to the extent that any
amounts so payable are payable on a basis subordinate to the payment of the Loan and any Parity Debt, as
applicable. Except as limited by the forgoing definition, the term “Tax Revenues” has the same meaning as
the term “Pledged Tax Revenues” as defined in the CIEDB Loan Agreement (defined below).

Pass-Through Agreements. None.

AB 1290 Tax Sharing Payments. The Project Area is subject to AB 1290 Tax Sharing Payments on a
basis senior to the 2003 Loan Agreement. See “SECURITY FOR THE 2003 LOAN AGREEMENTS —

Statutory Pass-Throughs™ above for a description of the payments.

Parity Debt. CIEDB Loan Agreement. Pursuant to a Tax Allocation Loan Agreement (the “CIEDB
Loan Agreement”) made and entered into as of January 28, 2002 by and between the County Agency and the
California Infrastructure and Economic Development Bank (“CIEDB”), CIEDB loaned the County Agency
$10,000,000 to finance projects in the Project Area. Currently, $10,000,000 aggregate principal amount of the
loan is outstanding and the final term of the loan is December 1, 2031. The CIEDB Loan Agreement is
secured by a pledge of Tax Revenues on a parity with the 2003 Mather/McClellan Loan Agreement and the
projections of debt service coverage herein reflect such parity payments.

2003 Mather/McClellan Merged Housing [.oan Agreement. Concurrently with the issuance of the
Bonds, the Authority has issued its $8,345,000 2003 Taxable Housing Tax Revenue Bonds, Series B
(Sacramento County Merged Project Area) (the “Series B Bonds™). Pursuant to the Mather/McClellan Merged
Housing Loan Agreement (the “2003 Mather/McClellan Merged Housing Loan Agreement”) dated as of
December 1, 2003 by and between the Authority and the County Agency, the Authority has loaned the
Series B Bond proceeds to the County Agency which are payable through December 1, 2033. The 2003
Mather/McClellan Merged Housing Loan Agreement is secured by a pledge of Housing Tax Revenues (as
defined therein) on a parity with the housing component of the 2003 Mather/McClellan Loan Agreement and
the projections of debt service coverage herein reflect such parity payments.

Subordinate Debt. Pursuant to the 2003 Mather/McClellan Loan Agreement, the County Agency may
incur debt payable from Tax Revenues subordinate to the 2003 Mather/McClellan Loan Agreement and any
Parity Debt at any time subject to the Plan Limits. The County Agency has Subordinate Debt obligations,
pursuant to a Disposition and Development and Public Improvement Development Agreement with Mather
Housing Company (under the ownership control of KB Homes) which is outstanding in an amount of
approximately $5 million. The County Agency anticipates applying 2003 Loan proceeds to repay the
outstanding Subordinate Debt. See “PLAN OF FINANCE.”

Parity Debt Test. In addition to the Loan, the 2003 Mather/McClellan Merged Housing Loan
Agreement and the CIEDB Loan, the Agency may issue or incur additional Parity Debt in such principal
amount as shall be determined by the Agency pursuant to the terms of the 2003 Mather/McClellan Loan
Agreements. See APPENDIX E — “SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL

DOCUMENTS.”
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THE DEL PASO HEIGHTS REDEVELOPMENT PROJECT AREA
Background

The Del Paso Heights Redevelopment Project Area consists of 1,071 acres of primarily residential
property. During the Second World War, the Del Paso Heights community grew substantially, mostly owing
to its proximity to McClellan Air Force Base and the need for workers’ housing. Even so, for many years, the
area remained unincorporated and semi-rural in character, with little infrastructure development. During the
1950s and 1960s, as the wartime economy wound down and workers left McClellan, Del Paso Heights began
to show signs of economic decline. To begin addressing the urban problems that were emerging in the area,
the City annexed Del Paso Heights in 1964. In 1970, the Del Paso Heights Redevelopment Project Area was
adopted.

At the time the Project Area was adopted, a major focus of the Redevelopment Agency was to provide
the infrastructure necessary to make the area a functioning, modern neighborhood. Between 1970 and 1990,
more than $8 million of tax-increment and federal Community Development Block Grant (“CDBG”) funds
were invested in the upgrading and installation of streets, curbs, gutters, sidewalks, lighting, drainage, water
and sewer systems.

During the late 1980s, City Agency began to focus on improving the housing stock and providing
community facilities for the area. Since 1991, the City Agency has also worked to support economic
development, to continue public facilities improvements, and to facilitate and assist private development,
especially along Marysville Boulevard, the neighborhood’s commercial corridor. In all, over $46 million in
public and private dollars have been invested in the revitalization of Del Paso Heights.

The Del Paso Heights Redevelopment Plan

The City Council approved and adopted the Redevelopment Plan for the Del Paso Heights Project,
Neighborhood Development Program, Project No. 5 (the “Del Paso Heights Redevelopment Plan™) on May 12,
1970 by Ordinance No. 2884. The City Council subsequently amended the Del Paso Heights Redevelopment
Plan on August 6, 1970 by adopting Ordinance No.2913, on May 21, 1985 by adopting Ordinance
No. 85-047, on November 18, 1986 by adopting Ordinance No. 86-108, on October 4, 1994 by adopting
Ordinance No. 94-046, on October 27, 1998 by adopting Ordinance No. 98-045, and on June 24, 2003 by
adopting Ordinance No. 94-046, which approved Plan Amendment No. 6.

Plan Amendment No. 6 revised the existing Del Paso Heights Redevelopment Plan to extend by ten
years (i) the time limit on the effectiveness of the Del Paso Heights Redevelopment Plan, (ii) the time limit on
receipt of tax increment, and (iii) the deadline for repayment of tax increment. Plan Amendment No. 6 also
revised the existing Del Paso Heights Redevelopment Plan to make applicable the inclusionary housing
requirements established in the Redevelopment Law Section 33413(b)(2)(A)(i) requiring that at least
15 percent of all new or substantially rehabilitated dwelling units developed in a project area by public or
private entities or persons other than the Agency shall be available at affordable housing costs to persons and
families of low or moderate income and shall be occupied by these persons and families and to require that not
less than 40 percent of these units shall be available to and occupied by very low income households.

Plan Amendment No. 6 also revised the existing Del Paso Heights Redevelopment Plan to increase the
minimum amount that must be deposited in the Low and Moderate Income Housing Fund from 20 percent of
the total tax increment received each year to 30 percent of the total tax increment received each year,
commencing in the first fiscal year after the amendment is adopted (except as otherwise provided in
Redevelopment Law Section 33333.10(g)).
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Del Paso Heights Redevelopment Plan Limits

The Redevelopment Law requires that a redevelopment plan contain certain [imitations on the
redevelopment activities of the City Agency and related matters. On November 13, 2003, the City Agency
pursuant to SB 1045 adopted a plan amendment extending the plan limits on the plan zffectiveness and debt
repayment by one year. The Ordinance approving the plan amendment takes effect on December 14, 2003,
The current time limits for the Del Paso Heights Redevelopment Project Area, including SB 1045 extensions,

are as follows:

Dzbt Establishment

Plan Effectiveness

Dz2bt Repayment
Bonded Debt

Tax Increment Revenues

Limit
May 11,2010
May 11, 2021
May 11, 2031

$ 41 million
$131 miillion

In general, the City Agency will not receive Tax Increment Revenues for any purpose after the debt
repayment limit is reached. The City Agency has covenanted in the 2003 Del Paso Heights Loan Agreement
to comply with all requirements of law to insure the allocation and payment to it of the Tax Revenues,
including without limitation the timely filing of any necessary statements of indebtedness with appropriate
officials of the County. The Fiscal Consultant’s Report states that the Tax Increment Revenue limit will not be
reached for the Del Paso Heights Redevelopment Project Area during the term of the projections contained in
the Fiscal Consultant’s Report. See APPENDIX A-1 — “FISCAL CONSULTANT’S REPORT - DEL
PASO HEIGHTS REDEVELOPMENT PROJECT AREA.”

Taxable Values by Land Use

The following table summarizes the taxable values of real property in the Del Paso Heights
Redeveloprnent Project Area by land use, according to Fiscal Year 2003-04 assessed valae.

Table 12

DEL PASO HEIGHTS
LAND USE CATEGORY SUMMARY 2003-04
Parcels Taxable Value Percent of Total
Residential 2,255 $ 141,805,048 76.09%
Commercial 118 13,341,354 7.16
Industrial 25 7,319,870 3.93
Vacant Land 475 8,306,659 4.46
Other 259 4,607,421 247
Total Secured 3,132 175,380,352 94.11
Unsecured / State Assessed 10.978.765 5.89
Grand Total 3 186,359,117 100.00%
Major Property Owners

The following table lists the ten largest property tax assessees in the Del Paso Heights Redevelopment
Project Area for fiscal vear 2003-04. The aggregate assessed value of the top ten secured property taxpayers
accounted for approximately 11% of the total assessed value of the Del Paso Heights Redevelopment Project

Area for 2003-04.
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Table 13

Redevelopment Agency of the City of Sacramento
Del Paso Heights Redevelopment Project Area

TEN MAJOR PROPERTY TAX ASSESSEES

2003-04 2003-04 % of

Assessee Type of Use Secured ValueY  Unsecured Value Total Value ®

Research Properties Commercial $ 4462512 $ 0 $ 4,462,512 2.39%
David J. & Mary L. Anderson Industrial 2,722,625 0 2,722,625 1.46%
Woodhaven Senior Residences Residential 2,651,938 0 2,651,938 1.42%
US Rentals Inc. Commercial 2,095,747 0 2,095,747 1.12%
United Rentals Inc. Unsecured 0 1,880,333 1,880,333 1.01%
IBM Credit Corporation Unsecured 0 1,783,078 1,783,078 0.96%
Harry & Mariann Brix 1993

Family Trust Industrial 1,570,824 0 1,570,824 0.84%
Sacramento Partners Unknown 1,335,327 0 1,335,327 0.72%
Terkensha Associates Commercial 1,331,063 0 . 1,331,063 0.71%
Crystal Bottling Company Inc. Unsecured 0 1,153 511 1,153,511 0.62%
Total Valuation 16,170,036 4,816,922 20,986,958 11.26%

& Based on ownership of locally-assessed secured property.
@ Based on 2003-04 Project Area taxable value of $186,359,017.

Appeals of Assessed Values

According to the County, there are currently three appeals pending with respect to properties in the
Projects Area in which the applicants are requesting a reduction of $4,642,694. The Fiscal Consultant’s
Report states that there is no recent appeal activity within the Project Area upon which to base the possible
impact of the appeals. In projecting Tax Revenues for the Project Area, the Fiscal Consultant assumed that
each assessee would receive a reduction based on fifty percent (50%) of their requested reductions. See
APPENDIX A-2 — “FISCAL CONSULTANT’S REPORT — DEL PASO HEIGHTS REDEVELOPMENT
PROJECT AREA” and “HISTORIC AND PROJECTED TAX REVENUES — Del Paso Heights
Redevelopment Project Area.” Assessment appeals filed and granted in future years could adversely impact
the availability of Tax Revenues to pay debt service on the 2003 Del Paso Heights Loan Agreement. See
“RISK FACTORS” herein.

Security for 2003 Del Paso Heights Loan Agreement

The following is a description of certain terms and definitions specific to the security for the 2003 Del
Paso Heights Loan Agreement.

Tax Revenues. The 2003 Del Paso Heights Loan Agreement defines “Tax Revenues” as all taxes
annually allocated and paid to the Agency within the Plan Limit with respect to the Project Area following the
Closing Date, pursuant to Article 6 of Chapter 6 (commencing with Section 33670) of the Redevelopment Law
and Section 16 of Article XVI of the Constitution of the State and other applicable State laws and as provided
in the Redevelopment Plan, including (a) all payments, subventions and reimbursements (if any) to the Agency
specifically attributable to ad valorem taxes lost by reason of tax exemptions and tax rate limitations, and
(b) all amounts of such taxes required to be deposited into the Low and Moderate Income Housing Fund of the
Agency in any Fiscal Year pursuant to Section 33334.3 of the Redevelopment Law, but only to the extent
permitted under the Redevelopment Law to be applied to the payment of the principal of, premium (if any) and
interest on the Loan and any Parity Debt; but (i) excluding all other amounts required to be deposited in the
Low and Moderate Income Housing Fund, (ii) excluding amounts payable by the State to the Agency under
and pursuant to the provisions of Chapter 1.5 of Part1 of Division4 of Title2 (commencing with
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Section 16110) of the Government Code of the State, (iii) excluding amounts payable by the Agency pursuant
to Sections 33607.5 and 33607.7 of the Law, except and to the extent that any amounts so payable are payable
on a basis subordinate to the payment of the Bonds or to the payment of Parity Debt, as applicable, and
(iv) excluding amounts payable by the Agency pursuant to the Del Paso Nuevo Agreement, unless and until
any such taxes are released from the pledge contained in such Agreement.

Pass-Through Agreements. None.

AB {290 Tax Sharing Payments. The Project Area is subject to AB 1290 Tax Sharing Payments on a
basis sentior to the 2003 Loan Agreement. See “SECURITY FOR THE 2003 LOAN AGREEMENTS — Tax
Sharing Statutes™ above for a description of the payments.

Del Paso Nueve Agreement. “Del Paso Nuevo Agreement” means the Plecge, Assignment and
Security Agreement, dated as of August 11, 1998, by the Agency in favor of the Secretary of Housing and
Urban Development of the United States of America, pledging certain tax increment revenues allocated to the
Redevelopment Project from a 137.6 acre residential/commercial portion of the Project Area. The pledge of
Tax Increment Revenues under the Del Paso Nuevo Agreement is senior to the pledge uncler the 2003 Del Paso
Heights Loan Agreement and any Parity Debt and the projections of Tax Revenues are reduced by such
payments. See “HISTORIC AND ESTIMATED TAX REVENUES BY PROJECT AREA — Del Paso
Heights Redevelopment Project Area,” and APPENDIX A-2 — “FISCAL CONSULTANT’S REPORT —
DEL PASO HEIGHTS REDEVELOPMENT PROJECT AREA.”

Parity Debt. Pursuant to the Del Paso Heights Loan Agreement (the “1999 Del Paso Heights Loan
Agreement”), dated as of December 1, 1999, by and between the Agency, the City and the Sacramento City
Financing Authority, the Agency borrowed $10,060,000 aggregate principal amount, of which $9,045,000 is
currently outstanding. The term of the loan ends on 2019 and maximum payment in Fiscal Year 2019 is
$920,460. The obligatior to make payments from Tax Revenues pursuant to the 1999 D:l Paso Heights Loan
Agreement is on a parity with the obligations under the 2003 Del Paso Heights Loar. Agreement and the
projections of debt service coverage herein reflect such parity payments. Approximately 26.48% of the 1999
Del Paso Heights Agreement is payable from Housing Set Asides.

Subordinate Debt. Pursuant to the 2003 De Paso Heights Loan Agreement, the City Agency may
issue or incur debt payable from Tax Revenues subordinate to the 2003 Del Paso Heights Loan Agreement at
any time, subject to Plan Limits. The City currently has outstanding $2,270,000 pursuant to the Del Paso
Heights Advance Repayment Agreement dated as of December 1, 1999 (the “1999 Del Paso Heights
Agreement”) by of between the City Agency and the City. Lease payments pursuant to the 1999 Del Paso
Heights Agreement are payable from Tax Increment Revenues subordinate to the pledge pursuant to the 2003
Del Paso Heights Loan Agreement. Lease payments are approximately $218,000 annually and the term of
1999 Del Paso Heights Agreement ends in Fiscal Year 2019.

Parity Debt Test. In addition to the 2003 Del Paso Heights Loan and the 1999 Del Paso Heights
Loan, the City Agency may issue or incur additional Parity Debt in such principal amount as shall be
determined by the City Agency. The City Agency may issue and deliver any Parity Debt subject to the
conditions precedent set forth in the 2003 Del Paso Heights Loan Agreement and the 1999 Del Paso Heights
Loan Agreement. See APPENDIX E — “SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL

LEGAL DOCUMENTS.”
RISK FACTORS
Structural Risks of Bonds

Revenues consist of payments by the Agericies pursuant to two separate 2003 Loan Agreements.
Accordingly, the Bonds are subject to certain structural risks. Tax Revenues of a single Project Area are not
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pledged to or available for payment of the obligations of any other Project Area. Since the Revenues securing
the Bonds are comprised of commingled Tax Revenues from separate Project Areas, an event of default under
either 2003 Loan Agreement may result in insufficient Revenues for payment of the principal of, premium (if
any) and interest on the Bonds. Any future decrease in the taxable valuation in either Project Area or in the
applicable tax rates could reduce the Tax Revenues allocated to the applicable Agency and correspondingly
could have an adverse impact on the ability of the Agency to pay debt service on the related 2003 Loan.
Moreover, the Reserve Accounts established pursuant to each 2003 Loan Agreement are available only for
payment of the 2003 Loan to which each corresponds. Furthermore, as set forth under the caption
“SECURITY FOR THE BONDS — Schedule of 2003 Loan Payments,” the maturities and payment amounts
of each of the 2003 Loan Agreements vary. For example, the 2003 Del Paso Heights Loan Agreement matures
in 2030 prior to the final maturity of the Bonds. Moreover, individual 2003 Loan Agreements may be prepaid
from time to time in accordance with their terms.

At any given point in time, then, the 2003 Loan Agreements may provide a different proportion of
relative responsibility for the payment of debt service with respect to the Bonds. Thus, the risks associated
with any such 2003 Loan Agreement are of greater or lesser importance from time to time, based on these debt
service schedules.

Levy and Collection — Plan Limitations

The Agency has no independent power to levy and collect property taxes. Any reduction in the tax
rate or the implementation of any constitutional or legislative property tax decrease could reduce the Tax
Revenues, and accordingly, could have an adverse impact on the ability of the Agency to make debt service
payments on the Bonds.

The Board of Supervisors of the County has adopted the Alternative Method of Distribution of Tax
Levies and Collections and of Tax Sale Proceeds (the “Teeter Plan™), as provided for in Section 4701 et seq. of
the State Revenue and Taxation Code commencing with fiscal year 1993-94 with respect to public agencies
which receive ad valorem tax revenues. In addition, the County has adopted a policy similar in effect to the
Teeter Plan, in which the County pays to redevelopment agencies the full allocation of tax increment revenues,
regardless of actual ad valorem delinquencies.

So long as the County’s policy with respect to payments to redevelopment agencies remains in effect,
the Agency’s receipt of revenues with respect to the levy of ad valorem property taxes will not be dependent
upon actual collections of the ad valorem taxes by the County. However, the Board of Supervisors could
under certain circumstances terminate its policy in its entirety and, in particular, the Board of Supervisors
could terminate the policy as to particular taxing entities for which the delinquency rate for all ad valorem
property taxes in any year exceeds an amount determined by the Board of Supervisors. In the event that the
policy were terminated, the amount of the levy of ad valorem property taxes in each Project Area would
depend upon the applicable delinquency rate.

The debt repayment limit for the Del Paso Heights Redevelopment Project Area is May 11, 2031. The
2003 Del Paso Heights Loan matures on December 1, 2030, shortly before the debt repayment limit. In
general, the City Agency will not receive Tax Increment Revenues for any purpose after the debt repayment
limit is reached.

Reduction in Taxable Value

Tax Increment Revenues allocated to the Agency are determined by the amount of incremental taxable
value in the Project Area and the current rate or rates at which property in the Project Area is taxed. The
reduction of taxable values of property in a project area caused by economic factors beyond the Agency’s
control, such as a relocation out of a project area by one or more major property owners, successful appeals by
property owners for a reduction in a property’s assessed value, blanket reductions in assessed value due to
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general reductions in property values or the complete or partial destruction of such property caused by, among
other eventualities, an earthquake or other natural disaster, could cause a reduction in Tax Revenues securing
the Bonds. Such risks may increase when ownership of property is heavily concentrated, as is the case in the
Mather/McClellan Merged Project Area. Based upon the Fiscal Year 2003-04 secured tax roll, the ten largest
secured taxpayers in the Mather/McClellan Merged Project Area accounted for approximately 25.56% of the
assessed value from such Project Area. A reduction of Tax Revenues could have an adverse effect on each
Agency’s ability to make timely payments of principal of and interest on their respective 2003 Loan
Agreements.

Unsecured assessed valuation may present special risks. Such unsecured assessed valuation may be
more suscertible to fluctuation from year to year than valuation reflected on the secured roll. The unsecured
roll represents approximately 35% of the overall 2003-04 assessed value for the Mather McClellan Project
‘Area and aircraft represent 26% of total assessed value. The Mather airport and the Mc(Clellan airport located
within the boundaries of the Mather/McClellan Merged Project Area and the assessmen: of commercial cargo
and general aviation aircraft in the Project Area, will be significant contributing factors to Tax Increment
Revenues from the Mather/McClellan Merged Project Area.

In general, because property on the unsecured tax roll includes personal property and leasehold
interests, the: values of property on the unsecured roll are more likely to fluctuate and are more susceptible to
reduction due to adverse economic circumstances affecting the owner of the properties. Unsecured properties
in the Mather/McClellan project area are particularly affected by economic conditions which affect the
operation of the airports and which affect the commercial cargo and general aviation activities generaltly. For
example, if these factors were to cause the commercial cargo operations at Mather airport to reduce flights to
and from the airport, or if competitive factors with other airports or general economi: conditions affecting
general aviation activity result in fewer general aviation aircraft being located within the Project Area, the
assessed value in the Mather/McClellan project area could be substantially reduced.

As described above, airport operations may affect the assessed value of property within the
Mather/McClellan Merged Project Area, including the assessed valuation of real property as well as aircraft,
leasehold interests and other unsecured values. The activities within the Project Area related to the aircraft
operations rnay be subject to competition and variable demand. Other factors, such s fuel and regulatory
costs, could also have a significant impact. The Agency cannot predict the impact of these factors on assessed
valuations within the Mather/McClellan Merged Project Area in the future.

Reduction in Inflationary Rate and Changes in Legislation; Further Initiatives

As described in greater detail above under the caption “LIMITATIONS ON TAX REVENUES”,
Article XIIIA of the California Constitution provides that the full cash value base of real property used in
determining taxable value may be adjusted from year to year to reflect the inflationary rate, not to exceed a two
percent incrzase for any given year, or may be reduced to reflect a reduction in the consumer price index or
comparable local data. Such measure is computed on a calendar year basis.

Article XIIIA of the California Constitution, which significantly affected the rate of property taxation,
was adopted pursuant to California’s constitutional initiative process. From time to time, other initiative
measures could be adopted by California voters. The adoption of any such initiative might alter the calculation
of tax increment revenues, reduce the property tax rate, or broaden property tax exempticns. Future legislative
reallocation of the 1% basic levy among the affected raxing entities could increase the taxes retained by certain
taxing entities with a corresponding reduction in Tax Revenues. See the caption “LIMITATIONS ON TAX
REVENUES — Property Tax Limitations — Article XIIIA.”
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Recent Litigation Regarding Increase in Assessed Valuation

On November 2, 2001, the Orange County California Superior Court issued a Minute Order in the
case of County of Orange v. County of Orange County Assessment Appeals Board No. 3. The case involved
the assessed value of a property that exceeded the prior year’s assessed value by more than 2%. The increase
of a property’s assessed value by more than 2% is a common practice among California assessors when the
prior year value of the property is less than the base year value of the property (the value assigned upon change
of ownership or new construction) and the current year, market value of property is equal to or higher than the
computed base year value for the current year. Such instances occur when the prior year value of the property
was determined by an appeal or assessor initiated reduction and the condition causing reduction (e.g., recession
in the real estate market) has ceased to influence the value of property.

The court ruled that the California Constitution and the California Revenue and Taxation Code limit
the year to year change in value of property to 2% except in situations described in law but not limited to the
instances mentioned above. The court also found that the California Constitution does not authorize a
temporary decline in the base value of property that can be restored at a rate higher than 2% in a single year.
On December 12, 2002, the Orange County Superior Court certified the lawsuit as a class action lawsuit and
the case has been submitted on appeal to the State’s Fourth District Court of Appeal. The Fourth District
Court of Appeal has scheduled oral arguments for December 16, 2003. See APPENDIX C — “FISCAL
CONSULTANT’S REPORT.” Other similar cases may be pending or brought in other counties in California.

The Agencies are unable to predict the effect on Tax Revenues if the ruling described above is
ultimately determined to have applicability to the County and the Tax Revenues allocated to the Agencies.
The Agencies have not made any adjustment in their presentation of Tax Revenues shown in the text of the
Official Statement by reason of the foregoing litigation. Tax Revenues that secure the Agencies’ respective
obligations under the 2003 Loan Agreements could be reduced, which in turn could impair the ability of the
Authority to make payments on the Bonds when due if the above described litigation is upheld and any similar
litigation is brought with respect to property in the Project Areas.

Educational Revenue Augmentation Fund; 2003-04 Budget

The Agencies’ Tax Increment Revenues may be reduced by specific legislative shifts in property tax
allocations. The State budget for fiscal year 1993-94 transferred $2.6 billion to school districts from cities,
counties and other local governments, including redevelopment agencies. As part of the budget’s transfer of
moneys to school districts, the State Legislature required redevelopment agencies to transfer approximately
$65 million to the Educational Revenue Augmentation Fund (“ERAF”) in both fiscal years 1993-94 and
1994-95. The amount required to be paid by a redevelopment agency under such legislation was apportioned
among all of its redevelopment project areas on a collective basis, and was not allocated separately to
individual project areas. Faced with a projected $23.6 billion budget gap for fiscal year 2002-03, the State
Legislature adopted and the Governor signed AB 1768 requiring redevelopment agencies to pay into ERAF
$75 million. AB 1768 required the payment into ERAF in Fiscal Year 2002-03 only. As part of the overall
legislation to enact the 2003-04 Budget, the State enacted as urgency legislation, SB 1045, Chapter 260,
Statutes of 2003 (“Chapter 260”) as part of the 2003-04 State Budget requiring redevelopment agencies to pay
into ERAF in fiscal year 2003-04 an aggregate amount of $135 million. Chapter 260 requires the payment into
"ERAF in fiscal year 2003-04 only. Chapter 260 provides that one-half of an agency’s ERAF obligation is
calculated based on the gross tax increment received by such Agency and the other one-half of such Agency’s
ERAF obligation is calculated based on the net tax increment revenues (after any pass-through payments to
other taxing entities), as such tax increment revenues are shown in Table 7 of the fiscal year 2001-02 Annual
Report of the California Controller. The Agencies’ respective ERAF obligations for fiscal year 2003-04 are
$75,051 for the Mather/McClellan Merged Project Area and $86,847 for the Del Paso Heights Redevelopment
Project Area. Each Agency expects to pay such amount from available fund balances.
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The 2003-04 State Budget does not resolve the State’s significant structural deficit between revenues
and expenditures. It is therefore anticipated that there will be additional future legislation which addresses this
situation. Thz Agencies cannot predict what measures may be proposed or implemented for the current fiscal
year or in the future. The new Governor has proposed a different solution to this year’s budget woes, but the
Legislature has not yet acted on these proposals. Given the magnitude of the State’s budgetary deficit, it is
possible that future legislation will further reduce Tax Increment Revenues.

At least two components of the State’s fiscal year 2003-04 Budget are the subject of legal challenges.
Plaintiffs have challenged the legality of $10.7 billion of deficit reduction bonds which the State planned to
issue and a Superior Court in Sacramento recently held that the State’s plan to finance approximately
$1.9 billion of contributions to its pension funds was unconstitutional. If these legal challenges are ultimately
successful or result in delays beyond the current fiscal year, the State could take other actions to balance the
budget in the 2003-04 fiscal year that would have an adverse financial impact on the Agencies. In addition,
other elements of the State’s budget for this and future years may be affected by other legal challenges related
to the motor vehicle license fee increase (and subsequent reinstatement), and the recall of the Governor of the
State. Accordingly, budget solutions for this year or subsequent years may be affected in ways that would
have an adverse financial impact on the Agencies and their Tax Increment Revenues.

Hazardous Substances

The assessed value of property within the Project Areas could also be reduced due to the discovery of
new hazardous substances or failure to remediate existing hazardous substances that would limit the beneficial
use of taxable property within such Project Areas. In general, the owners and operators of a property may be
required by law to remedy conditions of the property relating to releases or threatened rzleases of hazardous
substances. The owner or operator may be required to remedy a hazardous substance condition of property
whether or not the owner or operator had anything to do with creating or handling the hazardous substance.
The effect, tharefore, should any of the property within the Project Areas be affected by a hazardous substance,
could be to reduce the marketability and value of the property by the costs of remedying the condition and/or
other amounfs. As discussed above under the caption “MATHER/McCLELLAN MERGED PROJECT
AREA,” significant portions of the McClellan Project Area component and the Mather Project Area
component are known to contain hazardous substances and are currently undergoing remediation. The timely
and effective remediation of such contamination could delay the transfer of fee title of property in the
McClellan Project Area component to the County and private developers and, accordingly, slow development
within the Project Area and/or slow the transfer of assessed values from the unsecured roll to the secured roll.
See “MATHER/McCLELLAN MERGED PROJECT AREA” above for a descripticn of environmental
remediation in the Mather/McClellan Merged Project Area.

Bankruptcy Risks

The =nforceability of the rights and remedies of the owners of the 2003 Bonds and the obligations of
the Commission may become subject to the following: the federal bankruptcy code and applicable bankruptcy,
insolvency, reorganizatiori, moratorium, or similar laws relating to or affecting the enforcement of creditors’
rights generally, now or hereafter in effect; equitable principles which may limit the specific enforcement
under state law of certain remedies: the exercise by the United States of America of the powers delegated to it
by the federal Constitution; and the reasonable and necessary exercise, in certain exceptional situations of the
police power inherent in the sovereignty of the State of California and its governmental hodies in the interest
of servicing a significant and legitimate public purpose. Bankruptcy proceedings, or the exercise of powers by
the federal or state government, if initiated, could subject the owners of the 2003 Bonds to judicial discretion
and interpretation of their rights in bankruptcy or otherwise and consequently may entail risks of delay,
limitation, or modification of their rights.



Seismic Factors

The assessed valuation of properties in the Project Areas could be substantially reduced as a result of a
major earthquake proximate to the Project Areas. The area in and surrounding the Project Areas, like much of
California, may be subject to unpredictable seismic activity. Although the Agencies believe that no active or
inactive fault lines pass through, or near, the Project Areas, if there were to be an occurrence of severe seismic
activity in the Project Areas, there could be a negative impact on assessed values of taxable values of property
in the Project Areas. Of particular concem, in this regard, is possible liquefaction caused by seismic activity.
Liquefaction could cause significant failures of the levee systems protecting the City and could result in severe
flooding in the Project Areas. See “Flood Risk Considerations” below. This could lead to a reduction in Tax
Revenues and Revenues. Such reduction of Tax Revenues could have an adverse effect on the Agency’s
ability to make timely payments of principal of and interest due on their respective 2003 Loan Agreements,
which in turn could cause a reduction in Revenues which could have an adverse effect on the Authority’s
ability to make timely payments of principal and interest on the Bonds.

Flood Risk Considerations

In and around the City, flooding caused by river overflow or heavy rainfall could cause possible
damage to property in the City and County, including property in the Project Areas. Normally, water is
contained within the nivers, creeks, canals, and adjacent levee systems. During the severe winter storms in the
Sacramento area in 1986 and again in 1997, the American and Sacramento River levee systems carried a
record volume of water due to heavy rainfall of long duration. Although these storms caused some flooding in
certain areas, the major levee systems that protect the City and County from disaster withstood the record
water flows.

Neither component of the Mather/McClellan Project Area nor the Del Paso Heights Redevelopment
Project Area is located within a 100-year flood plain.

CERTAIN LEGAL MATTERS

Jones Hall, A Professional Law Corporation, San Francisco, California, Bond Counsel, will render an
opinion with respect to the Bonds substantially in the form set forth in APPENDIX F to this Official
Statement. Copies of this opinion will be available at the time of delivery of the Bonds. Certain legal matters
will be passed upon for the Agency by Stradling Yocca Carlson & Rauth, Newport Beach, California, as
Disclosure Counsel, for the County Agency and for the City Agency by SHRA’s General Counsel and for the
Authority by County Counsel of the County.

CONTINUING DISCLOSURE

The Agencies have each covenanted in their respective 2003 Loan Agreements for the benefit of the
holders and beneficial owners of the Bonds to provide certain financial information and operating data relating
to such Agency annually by not later than nine months following the close of their fiscal year (currently
December 31) (the “Annual Report”), commencing with the report for the 2003 Fiscal Year, and to provide
notices of the occurrence of certain enumerated events, if material. The Annual Report will be filed by or on
behalf of the Agency with each Nationally Recognized Municipal Securities Information Repository and with
a State Depository, if any. The notices of material events will be filed by or on behalf of the Agency with the
Municipal Securities Rulemaking Board. 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 to be executed
by the County Agency and the City Agency upon issuance of the Bonds. See APPENDIX D — “FORM OF
CONTINUING DISCLOSURE CERTIFICATES.” These covenants have been made in order to assist the
Underwriter in complying with S.E.C. Rule 15¢2-12(b)(5). Since the effective date of the continuing
disclosure requirements under S.E.C. Rule 15c2-12(b)(5), there has been no instance in which the City Agency
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has failed to comply in all material respects with any previous undertakings with regard to said rule. The
County Agerncy has no previous undertakings with respect to said rule.

FISCAL CONSULTANT

The Agencies have retained the firm of Fraser & Associates to act as fiscal consultant (the “Fiscal
Consultant”) for the Agencies with respect to the Project Areas. As part of the duties of Fiscal Consultant, the
Fiscal Consultant has prepared Fiscal Consultant’s Reports concerning the Agencies, the Project Areas and
current and expected development activity therein. The full text of the Fiscal Consultant’s Reports is attached
hereto as Appendix A-1 and Appendix A-2.

FINANCIAL STATEMENTS

The audited financial statements of the Agencies included as Appendix C, including the footnotes
thereto, should be reviewed in their entirety. Macias, Gini & Company, LLP, Certified Public Accountants
(the “Auditor”) has not consented to the inclusion of its report as Appendix C and has not undertaken to update
its report or to take any action intended or likely to elicit information concerning the accuracy, completeness or
faimness of the statements made in this Official Statement, and no opinion is expressed by the Auditor with
respect to any event subsequent to its report dated May 13, 2003.

RATINGS

Standard & Poor’s Credit Market Services, a Division of the McGraw-Hill Companies (“S&P”), has
assigned its municipal bond rating of “AAA” to the Bonds with the understanding that upon delivery of such
Bonds a policy insuring the payment when due of the principal of and interest on the Bonds will be issued by
the Insurer. In addition, the Agency has obtained an underlying rating on the Bonds of “A-" from S&P.

The ratings issued reflect only the view of such rating agency, and any explanation of the significance
of such ratings should be obtained from such rating agency. There is no assurance tha: such ratings will be
retained for any given period of time or that they will not be revised downward or withdrawn entirely by such
rating agency if, in the judgment of such rating agencies, circumstances so warrant. Any such downward
revision or withdrawal of any ratings obtained may have an adverse effect on the market price of the Bonds.

UNDERWRITING

The Bonds are being purchased for reoffering by Stone & Youngberg LLC (the “Underwriter””). The
Underwriter has agreed to purchase the Bonds from the Authority at a purchase price of $33,400,460.92, being
the aggregate principal amount of the Bonds less ar Underwriter’s discount of $226,147.58 and less a net
original issue discount of $68,979.45. The purchase contract pursuant to which the Underwriter is purchasing
the Bonds provides that the Underwriter will purchase all of the Bonds if any are purchas:d. The obligation of
the Underwriter to make such purchase is subject to certain terms and conditions set forth in such contract of
purchase.

The Underwriter 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 Underwriter.

LITIGATION

There is no litigation pending or, to the Agencies’ or the Authority’s knowledge, 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, or the 2003 Loan Agreements, or any proceeding of the Agencies or the Authority with respect
thereto. In the opinion of the County Agency and its counsel there are no lawsuits or claims pending against
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the County Agency which will materially affect the County Agency’s finances so as to impair its ability to pay
the instaliments on the Mather/McClellan Loan. In the opinion of the City Agency and its counsel, there are
no lawsuits or claims pending against the City Agency which will materially affect the City Agency’s finances
$0 as to impair its ability to pay the installments on the Del Paso Heights Loan. In the opinion of the Authority
and its counsel, there are no lawsuits or claims pending against the Authority which will materially affect the
Authority’s finances so as to impair its ability to pay the principal of, premium (if any) and interest on the
Bonds when due.

TAX MATTERS

In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California, Bond
Counsel, subject, however, to the qualifications set forth below, under existing law, the interest on the Bonds is
excluded from gross income for federal income tax purposes and is not an item of tax preference for purposes
of the federal alternative minimum tax imposed on individuals and corporations; provided, however, that, for
the purpose of computing the alternative minimum tax imposed on corporations (as defined for federal income
tax purposes), such interest is taken into account in deterrining certain income and eamnings. The opinions set
forth in the preceding sentence are subject to the condition that the Authority and the Agencies comply with all
requirements of the Internal Revenue Code of 1986, as amended (the “Code”) that must be satisfied subsequent
to the issuance of the Bonds in order that such interest be, or continue to be, excluded from gross income for
federal income tax purposes. The Authority and the Agencies have covenanted to comply with each such
requirement. Failure to comply with certain of such requirements may cause the inclusion of interest on the
Bonds in gross income for federal income tax purposes to be retroactive to the date of issuance of the Bonds.

If the initial offering price to the public (excluding Bond houses and brokers) at which a Bond is sold
is less than the amount payable at maturity thereof, then such difference constitutes “original issue discount”
for purposes of federal income taxes and State of California personal income taxes. If the initial offering price
to the public (excluding bond houses and brokers) at which each Bond is sold is greater than the amount
payable at maturity thereof, then such difference constitutes "original issue premium” for purposes of federal
income taxes and State of California personal income taxes. De minimis original issue discount is disregarded.

Under the Code, original issue discount is treated as interest excluded from federal gross income and
exempt from State of California personal income taxes to the extent properly allocable to each owner thereof
subject to the limitations described in the first paragraph of this section. The original issue discount accrues
over the term to maturity of the Bond on the basis of a constant interest rate compounded on each interest or
principal payment date (with straightline interpolations between compounding dates). The amount of original
issue discount accruing during each period is added to the adjusted basis of such Bonds to determine taxable
gain upon disposition (including sale, redemption, or payment on maturity) of such Bond. The Code contains
certain provisions relating to the accrual of original issue discount in the case of purchasers of the Bonds who
purchase the Bonds after the initial offering of a substantial amount of such maturity. Owners of such Bonds
should consult their own tax advisors with respect to the tax consequences of ownership of Bonds with original
issue discount, including the treatment of purchasers who do not purchase in the original offering, the
allowance of a deduction for any loss on a sale or other disposition, and the treatment of accrued original issue
discount on such Bonds under federal individual and corporate alternative minimum taxes.

Under the Code, original issue premium is amortized on an annual basis over the term of the Bond
(said term being the shorter of the Bond's maturity date or its call date). The amount of original issue premium
amortized each year reduces the adjusted basis of the owner of the Bond for purposes of determining taxable
gain or loss upon disposition. The amount of original issue premium on a Bond is amortized each year over
the term to maturity of the Bond on the basis of a constant interest rate compounded on each interest or
principal payment date (with straightline interpolations between compounding dates). Amortized Bond
premium is not deductible for federal income tax purposes. Owners of Premium Bonds, including purchasers
who do not purchase in the original offering, should consult their own tax advisors with respect to State of
California personal income tax and federal income tax consequences of owning such Bonds.
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In the further opinion of Bond Counsel, such interest is exempt from personal income taxation
imposed by the State of California.

Owners of the Bonds should also be aware that the ownership or dispositior. of, or the accrual or
receipt of interest on, the Bonds, may have federal or state tax consequences other than as described above.
Bond Counsel expresses no opinion regarding any federal or state tax consequences arising with respect to the
Bonds other than as expressly described above.

FINANCIAL INTERESTS
The fees being paid to the Financial Advisor, the Underwriter, Bond Counsel and Disclosure Counsel

are contingent upon the issuance and delivery of the Bonds. From time to time, Bond Counsel and Disclosure
Counsel represent the Underwriter on matters unrelated to the Bonds.
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MISCELLANEOUS

The quotations from, and summaries and explanations of the Indenture, 2003 Loan Agreements and
other statutes and documents contained herein do not purport to be complete, and reference is made to such
documents, Indenture, 2003 Loan Agreements, and statutes for full and complete statements of their
provisions.

This Official Statement is submitted only in connection with the sale of the Bonds by the Authority.
All estimates, assumptions, statistical information and other statements contained herein, while taken from
sources considered reliable, are not guaranteed by the City, the County, the Agencies, or the Authority. The
information contained herein should not be construed as representing all conditions affecting the Agencies, the
Authority, the Insurer or the Bonds.

All information contained in this Official Statement pertaining to the Agencies, the City, the County
and the Authority has been furnished by the Agencies, the City, the County and the Authority, and the
execution and delivery of this Official Statement have been duly authorized by the Authority and the Agencies.

SACRAMENTO COUNTY PUBLIC FINANCING
AUTHORITY

By: /s/ Anne M. Moore
Executive Director
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EE Fraser & Associates

Section A - Introduction

The Sacramento County Public Financing Authority (Authority) is consiclering the
issuance of its 2003 Tax Allocation Revenue Bonds (Bonds). The Bonds will be secured
through a Loan Agreement with the Redevelopment Agency of the County of Sacramento
(Loan and Agency). The Agency intends to pledge a portion of the tax increment
revenues generated from the Mather/McClellan Merged Redevelopment Project Area
(Project Area), to repayment of the Loan.

The purpose of this Fiscal Consultant Report (Report) is to provide in depth information
about the tax increment revenues of the Project Area to be used to support repayment of
the Loan. The Report includes the following sections that address various aspects of the
revenue stream:

A. Introduction: This section provides an overview of the Report and its purpose.
B. General Information: Provides information on the Project Area, including a
reneral description of the Redevelopment Plan and the financial and time limits of
the Project Area. A brief description of the systems and procedures used by
Sacramento County for the allocation of tax increment is also included.

C. Taxable Values and Historical Revenues: Information in this section includes a
description of the categories of taxable values, the Top Ten Assessees in the
Project Area and the historical trends in values and revenues.

D. Assessment Appeals: The findings from a review of the records of the Sacramento
County Assessment Appeals Board are included in this section.

E. Estimate of Current and Future Revenues: This part of the report includes the
tax increment projections for the Project Area.

F. Adjustments and Liens on Revenue: This section provides information on and
the estimated impact of adjustments and senior liens on the revenue stream. Both
adjustments and senior liens have been deducted from the revenue estimates and
projections. The section also includes information on parity obligations, although
the amounts payable under these obligations have not been deducted from the
revenue estimates or projections.

G. Other Issues: This final section describes certain provisions of the Community

tedevelopment Law (CRL) and court cases that could affect the tax. increment
revenues of the Project Area.

The value and revenue estimates contained in this Report are based upon information,
data and assumptions which we believe to be reasonable and accurate. The assessment
practices and county allocation procedures discussed in this Report are based on
information provided by representatives of Sacramento County. Assessment practices
and allocation procedures are set, in part, administratively and can be changed. Nothing
came to our attention during this review to indicate changes are imminent. To a certain
extent, the estimates of revenue are based on assumptions that are subject to a degree of
uncertainty and variation and therefore we do not represent them as results that will
actually be achieved. However, they have been conscientiously prepared on the basis of
our experience in the field of financial analysis for redevelopment agencies.

Redevelopment Agency of the County of Sacramento Pagel
Fiscal Consultant Report December 2003



[FA Fraser & Associates

Section B - General Information

The Project Area

The Redevelopment Plan for the Mather Air Force Base Redevelopment Project (Mather
Project) was originally adopted on May 9, 1995 by Ordinance No. 0990. The
Redevelopment Plan for the McClellan AFB/Watt Avenue Redevelopment Project
(McClellan Project) was originally adopted on November 22, 2000 by Ordinance No.
1492. The merger amendment reflected the first amendment to both Projects. The current
time and financial limits for the two constituent Project Areas are shown below:

Limit Mather Project McClellan Project
Debt Establishment 5/9/2015 11/22/2020

Plan Effectiveness 5/9/2025 11/22/2030

Debt Repayment 5/9/2040 11/22/2045

Bond Debt $400 million $339 million

The CRL does not require Redevelopment Plan that were adopted after January 1, 1994
to contain a cumulative tax increment limit. Due to this, the Mather Project does not
have a tax increment limit. Although not required, the Agency established a tax
increment limit of $927 million for the McClellan Project. The Agency received its first
payment of tax increment for the McClellan Project for 2002-03 in the amount of
$820,325. Tax increment projections prepared for this report indicate that the tax
increment limit will not be hit for the Project Area during the term of the projections
(through 2033-34).

SB 1045 was approved during the last legislative session and requires redevelopment
agencies to shift funds to the Educational Revenue Augmentation Fund (ERAF). As part
of the legislation, redevelopment agencies can amend their Redevelopment Plan to
extend the plan effectiveness and tax increment receipt dates by one year. The Agency
has indicated that it intends to extend the allowable time limits for both Redevelopment
Plans pursuant to SB 1045.

The Mather Project includes approximately 4,012 acres of the former military base. The
McClellan Project encompasses approximately 2,856 acres of the former military base
and an additional 634 acres of commercial property along Watt Avenue. A breakdown of
the land uses by taxable value is provided for the Project Area in the table on the next

page.
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LAND USE CATEGORY SUMMARY 2003-04
Mather / McClellan
Taxable Percent of
Parcels Value Total
Resideritial 1,229 $207,218,254 28.54%
Commercial 153 157,515,752 21.69%
Industrial 50 42,563,754 5.86%
Vacant Land 156 11,652,831 1.60%
Other 462 56,305,946 7.75%
Total Secured 2,050 475,256,537 65.45%
Unsecured / State Assessed 250,897,035 34.55%
Grand Total 726,153,572 100.00%

Property Tax Allocation Procedures

The method by which a county allocates property taxes and tax increment revenues can
have a significant impact on the receipt of such revenues. Incorrectly allocated revenues
can result in a redevelopment project area receiving erroneous amounts of revenue. In
addition, the method a county uses to allocate delinquent taxes, roll corrections and
property tax refunds will impact the amount of tax increment received. For these
reasons, Sacramento County’s procedures for the allocation of property taxes and tax
increment were evaluated.

Sacramento County calculates tax increment to redevelopment project Area by applying
the current year tax rate to secured and unsecured incremental taxable valie. The County
also allocates unitary revenue on the basis of the total unitary revenue in a project area,
without reductions for base year revenues. The allocation of unitary revenue is based on
revenues received in 1987-88, adjusted by the actual growth or decline in unitary
revenues on a countywide basis.

Tax increment generated from the secured tax roll is allocated based on 100 percent of
the County calculated levy. The method is often referred to as the Teeter Plan. Under
the Teeter Plan, taxing entities and redevelopment projects are shielded from the impact
of delinquent property taxes. The County does adjust secured tax increment payments
for roll corrections, such as refunds of property taxes due to successfully appealed
assessments. Tax increment generated from the application of the 1 percent tax rate to
the unsecured incremental value of a project area is based on the actual collections of
unsecured revenues on a countywide basis. Unsecured revenues are not allocated
pursuant to the Teeter Plan.

Subsequent sections of this Report include a discussion of the impact of the County’s
allocation practices on the Project Area’s tax increment revenues, to the extent
applicable.

Redevelopment Agency of the County of Sacramento Page 3
Fiscal Consultant Report December 2003



[FA Fraser & Associates

Section C — Taxable Values and Historical Revenues

Taxable Values

Property is valued as of January 1 of each year. Property which is subject to taxation is
valued at 100 percent of its full cash value. Locally assessed property is appraised by the
county assessor’s office. The State Board of Equalization (SBE) provides valuations for
state assessed property.

Real property consists of land and improvements and can either appear on the secured or
the unsecured roll. The secured roll includes property on which the property tax levied
becomes a lien on the property to secure the payment of taxes. Unsecured property does
not become a lien on such property, but may become a lien on other property of the
taxpayer.

Locally assessed real property is subject to the provisions of Article XIII A of the
California Constitution, commonly referred to as Proposition 13. Under Proposition 13,
property is valued based either on its value in 1975-76 or if newly constructed or sold
after this date, then on the full cash value of the property at that time. Property values
may only increase by an inflation factor of up to 2 percent annually. The Proposition 13
value of property is sometimes referred to as the factored base year value. Pursuant to
Section 51 (b) of the Revenue and Taxation Code, assessors must enroll the lesser of the
market value or the factored base year value of property.

Personal property values can be classified as either secured or unsecured property.
Personal property is not subject to the provisions of Proposition 13. Such property is
annually appraised at the full cash value of the property.

Aircraft is also subject to taxation pursuant to section 5301-5456 of the Revenue &
Taxation Code. The value of aircraft is based on its market value. The SBE prepares a
publication, Aircraft Valuation Data, which serves as a guide to local assessors on the
value of aircraft. Those values are to be adjusted based on the condition of the aircraft
and other variables. The allocation of aircraft value to a situs location differs for general
aircraft and commercial aircraft. The value of general aircraft is allocated to the location
where such aircraft is habitually located when not in flight. The value of commercial
aircraft is taxed based on the time spent in different locations. In allocating value, the
assessor takes into account: 1) flight and ground time (weighted 75 percent); and 2)
arrivals and departures (weighted 25 percent).

State-assessed property is also not subject to the provisions of Proposition 13. Such
property is valued by the SBE based on the full cash value of the property. State-
assessed property is categorized as secured property and is either unitary or non-unitary
property. Since 1987-88, the value of unitary property has been reported on a
countywide basis, with unitary revenues allocated to taxing entities and redevelopment
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projects pursuant to a formula contained in AB 454. State-assessed non unitary values
and railroad values are reported at the local tax rate area level.

Project Area Value Trends

Table 1 shows the historical taxable values of the Project Area over the past five years.
We have separated the two constituent Projects on Table 1, since taxable value for the
McClellan Project were only available for the 2000-01 base year, 2002-03 and 2003-04.

Taxable values have increased from $32.4 million in 1999-00 to $314.5 rnillion in 2003-
2004 in the Mather Project. The total percentage change was 869.51 percent over the five
year period. The average annual percentage change in values was 76.46 percent.

Secured taxable values from 1999-2000 to 2003-04 increased by over $239 million. This
growth has largely been driven by the single family housing development being
constructed in the Mather Project known as Independence at Mather. KE: Homes is the
developer of the project, and it is authorized to construct up to 1,271 homes. Of this
total, it is estimated that 928 units have been completed and sold and have added $188.7
million in value. An additional 307 units are at various stages of completion. The
developer has not pulled permits for 36 other units. As will be discussed further in
Section E, additional taxable value is projected to be added over the next two fiscal years
from the continuing construction and sale of units. In addition, several other new
developments have been completed and added over $36 million in value since 1999-
2000.

For the McClellan Project, taxable values have increased from $232.3 million in 2000-01
(the base year), to $411.6 million in 2003-04. The total percentage changz was 77.19
percent since 2000-01. The average annual percentage change in values was 21.01
percent.

Unsecured values in both Projects consist of a significant amount of aircraft value, which
has driven the growth in such value. Table 1 provides historical aircraft values. The table
below provides a breakdown of the unsecured value in each Project for 2003-04,
allocates it between aircraft and other unsecured value (leasehold interests as well as the
value of other business property), and shows the major assessees.
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Mather McClellan Use

Total Unsecured Value $67,492,775 $183,404,260

General Aircraft 40,286,700 140,524,061

Commercial Aircraft 9,745,245 0

Other Unsecured Value 17,460,830 42,880,199

Major Unsecured Assessees ¢
Intel Corporation 23,700,689 General Aircraft
ABX Air 7,073,838 Commercial Air
Sutter Connect 4,529,931 Leasehold
Lynxs Sacto Cargoport 3,230,442 Leasehold
Wing and A Prayer 39,651,138 General Aircraft
Ohana Aircraft Limited 26,201,869 General Aircraft
Knight Ridder Leasing 19,429,911 General Aircraft
Gordon P. Getty 15,300,000 General Aircraft

Total For Majors $38,534,900 $100,582,918

Each of the major assesses shown above have been added to the Project Area within the
past five years and have caused the major value increases in unsecured values. The
aircraft owned by Wing and A Prayer has moved to the Stockton Airport and will no
longer be included in the McClellan Project’s taxable values. For purposes of the tax
increment projections shown in Section E, we have reduced the value for the Project
Area by $39.7 million beginning with the 2004-05 fiscal year.

A parcel verification was not performed as part of our analysis of taxable values. We
have assumed that the reported taxable values from the County are correct.

Historical Tax Increment Revenues

Table 2 provides information on the historical receipt of tax increment revenues in the
Project Area. The initial County levy is first compared to the actual receipt of tax
increment exclusive of supplemental revenues to determine collection trends.

As shown on Table 2, actual receipts of tax increment have varied from the levy since
1999-00 for the Project Area. This has occurred in part because the County Auditor-
Controller did not correctly allocate tax increment from aircraft in 1999-2000 to the
Mather Project. The County then made a payment in 2000-01 equal to the amount that
had been misallocated in 1999-2000. In addition, the County levies for 2001-02 and
2002-03 were understated. Finally, the County did not include unsecured value in the
levy calculation for the McClellan Project for 2002-03, but did allocate unsecured tax
increment to the Project. In order to account for these items, Table 2 includes an estimate
of adjusted allocations, assuming that the levy had been correctly calculated and
payments had been made in the proper fiscal year. As shown on Table 2, adjusted
allocations equaled approximately 100 percent of the levy in 1999-2000 and 2001-02.
For 2000-01, tax increment appears to have been over allocated by $107,600. For 2002-
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03, the allocation of unsecured tax increment to the McClellan Project caused the actual
receipts to exceed the levy.

Supplemental property tax receipts are also shown on Table 2. Supplemental taxes are a
function of new construction or changes of ownership since the last property tax lien
date. Supplemental property taxes have been negative in the Project Area. Staff of the
County have indicated that negative supplemental property taxes have been caused by
changes of ownership that resulted in a lower value for certain properties. Given the level
of development activity in the Project Area, this does not adequately explain the reasons
why supplemental property taxes were negative. We have recommended that the Agency
audit the supplemental property tax records of the County to determine if errors have
occurred.

Top Ten Assessees
The Top Ten Assessees in the Project Area are summarized on Table 3. Taxable value for
the Top Ten Assessees represents 25.56 percent of the overall value of the Project Area

and 37.59 percent of the incremental value.

Section D — Assessment Appeals

Taxpayers may appeal their property tax assessments. The value of locally assessed
property is appealed to the local county assessor, while the value of state assessed
property is appealed to the SBE. Both real and personal property assessments can be
appealed. Personal property appeals are filed based on disputes over the full cash value
of the property.

Under California law, there are two types of appeals for the value of real property. A
base year appeal involves the Proposition 13 value of property. If an assessee is
successful with a base year appeal, the value of the property is permanently reduced. In
the future, the value can only be increased by an inflation factor of up to 2 percent
annually. Appeals can also be filed pursuant to Section 51 (b) of the Revenue and
Taxatior. Code. Under this section of the code, also referred to as Proposition 8 appeals,
the value of property can be reduced due to damage, destruction, removal of property or
other factors that cause a decline in value. When the circumstance that caused the
decline is reversed the value of the property can be increased up to the factored base year
value of the property. Values can be reduced under Proposition 8 either based on a
formal appeal or they can be set by the county assessor.

Due to the impact that assessment appeals can have on the taxable values and tax
increment revenues of a project area, a review of recently resolved and open appeals was
conducted. Based on information provided by the Sacramento County Assessor’s Office,
there are open appeals for the 2002-03 fiscal year. Appeal information for the 2003-04
fiscal year is not yet available.
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Open Appeals

Applicant’s Estimated Estimated

Original Roll Opinion Resolved Valuation

Assessee Value of Value Value Reduction

Mather / McClellan

ABX Air Inc. 6,808,314 4,031,459 5,419,887 1,388,428
Union Flights 1,340,146 582,355 961,251 378,896
Polar Air Cargo Inc. 885,824 307,328 596,576 289,248
Evergreen International 135,620 67,810 101,715 33,905
Total 9,169,904 4,988,952 7,079,428 2,090,476

There has been no recent appeals activity in the Project Area upon which to base the
possible impact of the appeals. We have therefore assumed that each assessee would
receive reductions based on 50 percent of their requested reductions. For purposes of the
tax increment projections shown on Table 5, we have reduced taxable values in 2004-05

for the potential impact of the appeals.

Sacramento County allocates refunds related to appeals to the Project Area on the basis
of the Project’s AB 8 apportionment factor applied to all refunds countywide. (The AB 8
apportionment factor represents a project area’s tax increment revenue in relation to total
countywide property taxes). Although refunds from appeals that occur both inside and
outside the Project Area could negatively affect future tax increment revenues in the
Project Area, such refunds have had only a minor impact on the collection of tax
increment revenues in the Project Area. We have therefore not adjusted tax increment

revenues by a refund factor.

Section E - Estimate of Current and Future Tax Increment Revenue

Tax increment revenues are calculated by first subtracting the base year value of a project
area from the current year taxable value in order to determine the incremental taxable

value of the project area. Applicable tax rates are then applied to the incremental taxable
value in order to determine tax increment revenues.

Unitary revenues are allocated to the Project Area based on a formula contained in AB
454. Generally, the Agency receives unitary revenues on the basis of amounts that were
received in the prior fiscal year. The prior year allocations are adjusted annually based
on changes in unitary revenue on a countywide basis.
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The Agency also receives supplemental property taxes for the Project Arza on an annual
basis. Due to the difficulty of estimating supplemental revenues, we hav: not included
such revenues in the projections. Supplemental property taxes typically increase the
receipt of tax increment. However, transfers of ownership and other roll corrections can
sometimes trigger refunds of property taxes and cause supplemental revenues to be
negative.

Current Year Revenues

Projections of current year (2003-04) tax increment revenues are shown on Table 4. The
values utilized are based on information derived from the records of Sacramento County.

Tax increment generated from the application of the tax rate to incremental taxable value
for 2002-2004 is estimated at $4,958,000 in the Project Area. Tax rates are composed of
the basic one percent tax rate and debt service tax rates (tax rates levied to repay voter
approved indebtedness). Debt service tax rates for 2003-04 are not yet available from the
County. The rate for 2003-04 has been estimated on the basis of the actual 2002-03 tax
rate, reduced by the average annual decline in tax rates since 1994-95. The tax rate is
levied by the Regional Sanitation District and is only applied to the incremental land and
improvement values in the Project Area. That rate has been estimated at $.00745 per
$100 of assessed value for 2003-04.

Unitary revenues are estimated to equal $5,000 for the Project Area. The estimates are
based on the actual unitary revenues received in the Project Area for 2002-03.

Projected Revenues

Projections of tax increment revenues are shown on Table 5. Real property shown on the
tables consists of locally reported secured and unsecured land and improvement values.
The other property category includes personal property and state assessed values.

The future level of real and other property values has been estimated based on actual
values reported by Sacramento County for 2003-04 (see “Current Year Revenues”
above). Real property values have been increased based on a 2 percent inflation factor.
The 2 percent factor is the maximum inflation factor that county assessors can use to
increase real property values. However, in certain fiscal years the inflation factor has
been less than 2 percent. Should inflation not reach 2 percent in the future, tax increment
could be lower than that shown on Table 5.

Future year tax increment revenues have also been increased for new developments that
have been recently completed or that are currently under construction in the Project Area.
Table 6 shows the new developments that have been included, which are further
described below:
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1. McCuen Office: Phase 2 of this development is a 95,000 square foot office building
that is currently under construction. It is expected the building will be completed by
June 2004 and add value to the 2004-05 and 2005-06 tax rolls.

2. Felton Property : A change of ownership occurred on this site since the last lien date
and is expected to add $2.9 million in value to the 2004-05 tax roll.

3. Independence at Mather: It is estimated that KB Homes will have completed and sold
an additional 95 homes by the end of 2003, 106 homes by the end of 2004, and 106
homes by the end of 2005. No value has been included for 35 units for which permits
have not been issued. We have assumed that new value would be added to the 2004-
05 through 2006-07 tax rolls.

4. McClellan Business Park: The McClellan Air Force Base was conveyed from the
County to McClellan Business Park, LLC (MBP) in December of 2001 pursuant to a
Purchase & Sale Agreement. The full value of the transfer has not been reflected on
the 2003-04 tax roll. Based on summary information provided by the Office of
McClellan Base Conversion, the estimated value of real property that was transferred
to MBP was $56.4 million. For purposes of the tax increment projections shown on
Table 5, we have assumed that this value would be reflected on the 2004-05 tax roll.
We have also reduced the value by $8.5, which reflects the leasehold value for certain
properties that are included in MBP, but which are already reflected on the 2003-04
unsecured tax roll. The County Assessor has also indicated, on a preliminary basis,
that the value of MBP may be $108 million. The Assessor has also found that the
value of the improvements that will constitute the possessory interest for MBP are
sufficient to secure the payment of property taxes. Therefore, the Board of
Supervisors has been requested to approve a resolution placing the value for MBP on
the secured tax roll.

Taxable values have been reduced for the impact of assessment appeals. For 2004-05,
we have reduced the value of real property for open appeals in the Project Area by $2.1
million. Taxable values have also been reduced by $39.7 million in 2004-05 due to the
relocation of aircraft (Wing and a Prayer) to the Stockton Airport.

The debt service tax rate levied by the Regional Sanitation District is estimated to decline
to $.00145 by 2011-12, based on the average annual decline in the tax rate since 1994-95.
The Agency is not eligible to receive tax increment from debt service tax rates that were
approved by the voters after January 1, 1989. The tax rates used to estimate tax
increment shown on Table 5 do not include post January 1, 1989 tax rates.

Section F — Adjustments and Liens on Tax Increment

The tax increment revenues of the Project Area are subject to certain adjustments and
senior liens, as described in this section. The adjustments and sentor liens must be paid
prior to the payment of debt service on the Loan. The Agency also has a parity
obligation that is described herein. For purposes of the tax increment estimates and
projections, we have not shown the parity obligation on Table 4 or 5.
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Adjustments to Revenue

There is one adjustment to the tax increment revenues shown on Table 5 for property tax
administrative fees. State law allows counties to charge taxing entities, including
redevelopment agencies, for the cost of administering the property tax collection system.
The fees have been estimated and shown on Table 5.

Housing Set-Aside

Redevelopment agencies are required to deposit not less than 20 percent of the tax
increment generated in a project area into a special fund to be used for qualified low and
moderate income housing programs. It is our understanding that the Agency intends to
deposit a portion of the bond proceeds from the Loan into the Housing Fund. A portion
of bond debt service can therefore be made from the housing set-aside revenues.
Although the Agency can use a portion of the housing set-aside to meet bond debt
service, we have shown the full housing set-aside on Table 5. The Official Statement
includes tables that show the amount of the housing set-aside that is used to pay bond
debt service.

Senior Tax Sharing Payments

Pursuant to 1994 legislation, AB 1290, the Agency is required to make payments to the
affected taxing entities for the Project Area. The pass through payments are based on a
three tier formula. All payments are made after the Agency’s deposit to its housing set-
aside. For purposes of the table below, we have reduced the percentage of tax increment
that must be allocated to the taxing entities by the housing set aside deposit.

Tier Payment Required
Tier 1 20% of total tax increment during the entire
term the Agency receives tax increment.
Tier 2 Beginning in the 11th year that the Agency

receives tax increment, an additional
payment equal to 16.8% of the tax
increment attributable to growth above year
10 levels.

Tier3 Beginning in the 31st year that the Agency
receives tax increment, an additional
payment equal to 11.2% of the tax
increment attributable to growth above year
30 levels.

Tier 1 payments are currently being made for the Project Area. Because the sponsoring
entity (Sacramento County) has elected not to receive its share of the Tier 1 payments for
the Mather Project, its share is retained by the Agency. This has had the impact of
reducing the Tier 1 payment from 20 percent of total tax increment to 15.8 percent.
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Educational Revenue Augmentation Fund (ERAF)

Due to a shortfall in the state budget, legislation was approved (AB 1768) that required
redevelopment agencies to shift $75 million of tax increment revenues to the Educational
Revenue Augmentation Fund (ERAF) in 2002-03. The shift to ERAF offset the need for
a similar amount of state aid to education. AB 1768 required that the shift be made for
the 2002-03 fiscal year only and that half of the shift be calculated on the basis of the
2000-01 gross tax increment of a project area and the other half on net revenues after tax
sharing payments.

Due to continuing state budget problems, legislation has been approved (SB 1045), which
requires an ERAF shift of $135 million for 2003-04. The legislation requires that half of
the shift be calculated on the basis of the 2001-02 gross tax increment of a project area
and the other half on net revenues after tax sharing payments.

It should be noted that the Agency’s fiscal year runs from January 1 through December
31. Property taxes are allocated on a fiscal year basis that runs from July 1 through June
30. This has had an impact on the amount of tax increment that the agency reports in the
State Controllers Report, which is used to calculate ERAF obligations. The Agency’s
obligation is higher than what it would otherwise have been if its fiscal year were a
standard property tax fiscal year.

The Project Area’s share of the Agency’s ERAF obligation is estimated at $15,274 for
2002-03 and $75,000 for 2003-04. The Agency has indicated that it has available funds
to pay the 2003-04 ERAF, so we have not reduced the amount of tax increment shown on
Table 5 for such amounts.

Parity Obligations
The Project Area has one obligation that has a parity lien on Tax Revenues. This is the
Tax Allocation Loan Agreement with the California Infrastructure and Economic

Development Bank that was entered into in January, 2002. Amounts due on the parity
obligations are not shown on the tax increment estimates or projections tables.

Section G — Other Issues

The CRL requires that as a part of the Agency’s annual audit, that the legislative body be
informed of any major violations of the CRL. Major violations include failure to: 1) File
an independent financial audit and fiscal statement; 2) Establish time limits for each
project area; 3) Establish a low and moderate income housing fund and accrue interest to
the fund; 4) Initiate development of housing on real property acquired from the low and
moderate income housing fund; and 5) Adopt an implementation plan. No instances of
non-compliance were noted in the audit.
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County of Orange v. Orange County Assessment Appeals Board

This case was decided at the Superior Court level and does not represent binding
precedent in any future cases. Under the facts in the case, a property owner purchased
property in 1995 that was placed on the 1996-97 tax roll at $330,000, which reflected the
Proposition 13 base year value. In 1997-98, the property was not increased by the
allowed 2 percent inflation factor, because the Assessor believed the resulting value
would have exceeded the market value of the property. For 1998-99, the Assessor found
that the factored base year value of the property, (the value adjusted by 2 percent per year
for 1997-98 and 1998-99), was less than the market value. The Assessor therefore
increased the property value by 4 percent. This is sometimes referred to as a “recapture”
of the 2 percent inflation adjustment and is the common practice in all counties in
California. The issue of whether the inflation adjustment can exceed 2 percent per year
was ulrimately brought before the Superior Court.

The Court found that, based on the facts in this case, that the inflation adjustment
couldn’t exceed 2 percent per year when applied to the base year value of the property
and therefore recapture is not allowed. However, the Court also stated that the value of
property could be increased by more than 2 percent per year “in situations described in
the law”. This seems to indicate that increases of value that occur under Proposition 8
appeals that exceed 2 percent per year are not included in the Court’s ruling. In 2002 two
courts (in Los Angeles and San Diego) ruled differently on the recapture: provision.
Orange County is also appealing the Superior Court decision.
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Table 1

Redevelopment Agency of the County of Sacramento

Mather/McClellan Merged Project Area

HISTORICAL TAXABLE VALUE

Unsecured Other Total
Locally-Assessed Aircraft Unsecured State-Assessed Total Percentage Incremental
Fiscal Year Secured Value Value Value Value Taxable Value Change Value (1)
Mather Project
2003-04 $247,048,436  $50,031,945 $17,460,830 $0 $314,541,211 50% $314,461,761
2002-03 141,523,874 48,652,677 19,244,929 0 209,421,480 71% 209,342,030
2001-02 72,984,088 32,308,067 17,401,160 0 122,693,315 91% 122,613,865
2000-01 28,693,973 20,066,887 15,460,772 0 64,221,632 98% 64,142,182
1999-2000 7,955,000 14,625,662 9,862,805 0 32,443,467 N/A 32,364,017
Total Percentage Change 869.51%
Average Percentage Change 76.46%
McClellan Project
2003-04 227,928,315 140,524,061 42,880,199 279,786 411,612,361 37% 179,306,743
2002-03 217,725,462 71,328,937 10,781,198 336,333 300,171,930 29% 67,866,312
2001-02 Data not reported for this year
2000-01 (2) 202,976,758 29,190,357 138,503 232,305,618 N/A 0
Total Percentage Change 77.19%
Average Percentage Change 21.01%

(1) Taxable Value above base year value of $79,450 for Mather Project.

(2) Base year value for McClellan Project.

Source: Sacramento County Auditor-Controller Office
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Table 2
Redevelopment Agency of the County of Sacramento
Mather/McClellan Merged Project Area

HISTORICAL RECEIPTS (i)
Tay Increment Total
Levy per Receipts Less % of Levy Tax Increment % of Levy
County (2) Suppiemeniais Received Suppiementals Receipts Received

Actual Levy and Allccations (3)
2002-03 $1,951,808 $2,934,400 150.34% ($32,478) $2,901,922  148.68%
2001-02 1,039,382 1,248,938 120.16% (36,135) 1,212,803  116.69%
2000-01 645,227 870,975 134.99% 0 870,975 134.99%
1999-00 325,374 207,864 63.88% (355) 207,509 63.78%
Adjusted Levy and Allocations (4)
2002-03 $2,319,902 $2,934,400 126.49% ($32,478) $2,901,922  125.09%
2001-02 1,232,795 1,248,938 101.31% (36,135) 1,212,803 98.38%
2000-01 645,227 752,834 116.68% 0 752,834  116.68%

1999-00 325,374 326,005 100.19% (355) 325,650  100.08%

(1) Receipts per Agency records,
(2) Intial levy reported by Sacramento County.
{(3) Tax increment receipts have differed from the levy because the County did
not include tax increment from aircraft in the Mather Project in 1999-2000. Payment
for aircraft tax increment received in 2000-01. For 2002-03, the County levy for
McClellan did not include unsecured tax increment, but the County did allocate unsecured to the Project.
{4) Allocations adjusted for aircraft tax increment. The receipts for 2000-01
appear to have been over allocated. Tha Cnunty levy for 200102 and 2002-03
is also understated and has been adjusted per Fraser & Associates calculation,

Fraser Associates
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Table 3
Redevelopment Agency of the County of Sacramento
Mather/McClellan Merged Project Area

TEN MAJOR PROPERTY TAX ASSESSEES

2003-04 2003-04 2003-04 %of Total %of Inc.

Assessee Parcels Type of Use Secured Unsecured ~ Taxable Value (1)  Value (2) Value (3)

Wing and A Prayer (4) 1 Aircraft $0 $39,651,138 $39,651,138 5.46% 8.03%
Ohana Aircraft Limited LLC 1 Aircraft 0 26,201,869 26,201,869 3.61% 5.31%
Intel Corporation 4 Aircraft 0 23,700,689 23,700,689 3.26% 4.80%
Knight Ridder Leasing Company 1 Aircraft 0 19,429,911 19,429,911 2.68% 3.94%
JPI XX! Limited Partnership 2 Office 17,182,995 0 17,182,995 2.37% 3.48%
Waitt North Highlands LP 5 Commercial 15,500,000 0 15,500,000 2.13% 3.14%
Gordon P. Getty 1 Aircraft 0 15,300,000 15,300,000 211% 3.10%
Shiva Inc. 1 Office 10,219,329 0 10,219,329 1.41% 2.07%
Plant Bros Corporation 2 Office 9,632,562 0 9,632,562 1.33% 1.95%
Hawthorne Apartments LLC 3 Apartments 8,805,857 0 8,805,857 1.21% 1.78%
Total Valuation 61,340,743 124,283,607 185,624,350 25.56%  37.59%

(1) Based on ownership of locally-assessed secured and unsecured property.

(2) Based on 2003-04 Merged Project Area taxable value of $726,153,572.

(3) Based on 2003-04 incremental value of $493,768,504.

(4) This aircraft is no longer located in the McClellan Project. The value has been reduced
in the projections shown on Table 5.0 beginning in 2004-05.

Source: Records of Sacramento County Assessor

Fraser Associates
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Table 4
Redevelopment Agency of the County of Sacramento
Mather/McClellan Merged Project Area

ESTIMATIEE OF INCREMENTAL TAX REVENUE
FOR FISCAL YEAR 2003-04

2003-04 Base Year Incremental
Taxable Value (1) Taxable Value  Taxable Value
Local Secured
Land $143,931,469
Improvements 338,216,788
Personal Property 2,771,036
Gross Local Secured 484,919,293
Exempt . 9,942,542
Net Local Secured 474,976,751 202,987,758 271,988,993
State Assessed 279,786 133,503 141,283
Unsecured
Land 1,745,789
Improvements 18,932,545
Personal Property 49,902,874
Aircraft 180,858,914
Total Unsecured 251,440,122
Exempt 543,087
Net Unsecured 250,897,035 29,258,807 221,638,228
Total Secured & Unsecured 726,153,572 232,385,068 493,768,504
Tax Increment (2) 4,958,000
Unitary Tax Increment (3) 5,000
Total Tax Increment Revenue 4,963,000
Adjustments to Tax Increment Revenue:
Property Tax Administration Fees (4) 103,000
Liens on Tax Increment
Housing Set-Aside (5) 972,000
AB 1290 Tax Sharing (6) 842,000
Tax Revenues 3,046,000
(1) Based on taxable value information from the records of Sacramento County.
(2) Calculated based on the application of the estimated tax rate for 2003-04.
(3) Reflects actual unitary revenue for 2002-03.
(4) The administrative fee is estimated based on actual amount from 2002-03.
(5) Total housing set-aside calculated at 20 percent of tax increment without
reduction for the amount that can be used for bond debt service.
(6) Tax sharing payments per the provisions of AB 1290.
Fraser Associates
current 12/02/2003
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Table 5

Redevelopment Agency of the County of Sacramento
Mather/McClellan Merged Project Area

PROJECTION OF INCREMENTAL TAX REVENUE

(000's Omitted)

Total Total Property AB 1290
Fiscal Real (1) New (2) Real Other (3) Total Value Tax (4)  Unitary (5) Tax Tax Admin. Housing  Tax Sharing Tax
Year Property Development  Property Property Value Over Base _ Increment Revenue Increment  Fees (6)  Set-Aside Payment (7) Revenues
2003 2004  $492,884 N/A  $492,884 $233,270 $726,154 $493,769 $4,958 $5 $4,963 $103 $972 $842 $3,046
2004 2005 500,609 71,483 572,093 193,618 765,711 533,326 5,352 5 5,357 11 1,049 908 3,289
2005 2006 583,534 27,028 610,662 193,618 804,181 571,796 5,735 5 5,740 119 1,124 970 3,627
2006 2007 622,774 21,945 644,719 193,618 838,337 605,952 6,075 5 6,080 126 1,191 1,069 3,694
2007 2008 657,613 0 657,613 193,618 851,232 618,847 6,202 5 6,207 128 1,216 1,102 3,761
2008 2009 670,766 0 670,766 193,618 864,384 631,999 6,332 5 6,337 131 1,241 1,136 3,828
2009 2010 684,181 0 684,181 193,618 877,799 645,414 6,464 5 6,469 134 1,267 1,170 3,898
2010 2011 697,864 0 697,864 193,618 891,483 659,098 6,599 5 6,603 136 1,293 1,205 3,968
2011 2012 711,822 0 711,822 193,618 905,440 673,055 6,736 5 6,740 139 1,320 1,241 4,040
2012 2013 726,058 0 726,058 193,618 919,677 687,292 6,875 5 6,880 142 1,348 1,289 4,102
2013 2014 740,579 0 740,579 193,618 934,198 701,813 7,018 5 7,023 145 1,376 1,337 4,165
2014 2015 755,391 0 755,391 193,618 949,009 716,624 7,166 5 7,171 148 1,405 1,387 4,231
2015 2016 770,499 0 770,499 193,618 964,117 731,732 7,317 5 7,322 151 1,434 1,438 4,299
2016 2017 785,909 0 785,909 193,618 979,527 747,142 7,471 5 7.476 154 1,464 1,490 4,368
2017 2018 801,627 0 801,627 193,618 995,245 762,860 7,629 5 7,633 158 1,495 1,542 4,438
2018 2019 817,659 0 817,659 193,618 1,011,278 778,893 7,789 5 7,794 161 1,627 1,596 4,510
2019 2020 834,013 0 834,013 193,618 1,027,631 795,246 7,952 5 7.957 164 1,559 1,651 4,583
2020 2021 850,693 0 850,693 193,618 1,044,311 811,926 8,119 5 8,124 168 1,591 1,708 4,657
2021 2022 867,707 0 867,707 193,618 1,061,325 828,940 8,289 5 8,294 171 1,625 1,765 4,733
2022 2023 885,061 0 885,061 193,618 1,078,679 846,294 8,463 5 8,468 175 1,659 1,823 4,811
2023 2024 902,762 0 902,762 193,618 1,096,381 863,995 8,640 5 8,645 179 1,693 1,883 4,890
2024 2025 920,817 0 920,817 193,618 1,114,436 882,051 8,821 5 8,825 182 1,729 1,944 4,971
2025 2026 939,234 0 939,234 193,618 1,132,852 900,467 9,005 5 9,009 186 1,765 2,006 5,053
2026 2027 958,018 0 958,018 193,618 1,151,637 919,252 9,193 5 9,197 190 1,801 2,085 5,121
2027 2028 977,179 0 977,179 193,618 1,170,797 938,412 9,384 5 9,389 194 1,839 2,165 5,191
2028 2029 996,722 0 996,722 193,618 1,190,341 957,956 9,580 5 9,584 198 1,877 2,248 5,261
2029 2030 1,016,657 0 1,016,657 193,618 1,210,275 977,890 9,779 5 9,784 202 1,916 2,332 5,334
2030 2031 1,036,990 0 1,036,990 193,618 1,230,608 998,223 9,982 5 9,987 206 1,956 2,417 5,407
2031 2032 1,057,730 0 1,057,730 193,618 1,251,348 1,018,963 10,190 5 10,194 211 1,997 2,504 5,483
2032 2033 1,078,884 0 1,078,884 193,618 1,272,503 1,040,118 10,401 5 10,408 215 2,038 2,593 5,559
2033 2034 1,100,462 0 1,100,462 193,618 1,294,080 1,061,695 10,617 5 10,622 219 2,080 2,696 5,626

(1) Prior Year Real Property increased by 2 percent per year as allowed by Article XIHA of the California Constitution.
The value for 2004-05 has been reduced by the estimated impact of appeals.

(2) See Table 6, "Schedule of New Development®,
(3) Includes the value of secured and unsecured personal property, and state-assessed railroad and non-unitary property.
The value for 2004-05 has been reduced for aircraft no longer located in McClellan Project.

(4) Based on the application of Project Area tax rates to incremental taxable value.

(5) Reflects actual unitary for 2002-03. Future unitary revenue held constant in the projections.
(6) Per SB 2557, reflects Project Area share of Sacramento County's property tax administrative costs,
(7) Mandatory tax sharing payment per the provisions of AB 1290.
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Table 6
Redevelopment Agency of the County of Sacramento
Mather/McClellan Merged Project Area

SCHEDULE OF NEW VALUES

Net Value Estimated
Sq. Footage/ Added (1) Completion
Development Description No. Units (000's Omitted) Date

Mather Project
McCuen Office - Phase |l 95,000 10,165 June-04
Felton Property - Change of Ownership N/A 2,900 Completed
Independence At Mather 227 59,449 End of 2004
McClellan Project
McClellan Business Park N/A 47,942 On 20)4-05 Roll

Total

(1) Total value reduced by the value on the 2003-04 tax roll.

Fraser Associates
devsum

120,456
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IFA Fraser & Associates

Section A - Introduction

The Sacramento County Public Financing Authority (Authority) is considering the
issuance of its 2003 Tax Allocation Revenue Bonds (Bonds). The Bonds will be secured
through a Loan Agreement (Loan) with the Redevelopment Agency of the City of
Sacramento (Agency). The Agency intends to pledge a portion of the tax increment
revenues generated from the Del Paso Heights Redevelopment Project Area to repayment
of the Loan.

The purpose of this Fiscal Consultant Report (Report) is to provide in depth information
about the tax increment revenues of the Project Area to be used to support repayment of
the Loan. The Report includes the following sections that address various aspects of the
revenue streani:

A. Introduction: This section provides an overview of the Report and its purpose.

B. General Information: Provides information on the Project Area, including a
general description of the Redevelopment Plan and the financial and time limits of
the Project Area. A brief description of the systems and procedures used by
Sacramento County for the allocation of tax increment is also included.

C. Taxable Values and Historical Revenues: Information in this section includes a
description of the categories of taxable values, the Top Ten Assessces in the
Project Area and the historical trends in values and revenues.

D. Assessment Appeals: The findings from a review of the records of the Sacramento
County Assessment Appeals Board are included in this section.

E. Estimate of Current and Future Revenues: This part of the report includes the
tax increment projections for the Project Area.

F. Adjustments and Liens on Revenue: This section provides information on and
the estimated impact of adjustments and senior liens on the revenue stream. Both
adjustments and senior liens have been deducted from the revenue estimates and
projections. The section also includes information on parity and subordinate
obligations, although the amounts payable under these obligations have not been
deducted from the revenue estimates or projections.

G. Other Issues: This final section describes certain provisions of the Community
Redevelopment Law (CRL) and court cases that could affect the tax increment
revenues of the Project Area.

The value and revenue estimates contained in this Report are based upon information,
data and assumptions which we believe to be reasonable and accurate. The assessment
practices and county allocation procedures discussed in this Report are based on
information provided by representatives of Sacramento County. Assessment practices
and allocation procedures are set, in part, administratively and can be changed. Nothing
came to our attention during this review to indicate changes are imminent. To a certain
extent, the estimates of revenue are based on assumptions that are subject to a degree of
uncertainty and variation and therefore we do not represent them as results that will
actually be achieved. However, they have been conscientiously prepared on the basis of
our experience in the field of financial analysis for redevelopment agencies.

Redevelopment A.gency of the City of Sacramento Pagel
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Section B - General Information

The Project Area

The Del Paso Heights Project Area was originally adopted on May 12, 1970, by
Ordinance No. 2884. The Redevelopment Plan has been amended six times. The two
most recent amendments (the Fifth and Sixth Amendments) established new time and
financial limits for the Project Area, as follows:

Limit Del Paso Heights
Debt Establishment 5/11/2010

Plan Effectiveness 5/11/2020

Debt Repayment 5/11/2030
Cumulative Tax Increment $131 million
Bond Debt $ 41 million

The Agency has received approximately $19.7 million in tax increment through 2002-03.
Tax increment projections prepared for this report indicate that the Agency will not hit
the tax increment limit during the term when the Agency can receive tax increment for
the Project Area.

SB 1045 was approved during the last legislative session and requires redevelopment
agencies to shift funds to the Educational Revenue Augmentation Fund (ERAF). As part
of the legislation, redevelopment agencies can amend their redevelopment plans to
extend the plan effectiveness and tax increment receipt dates by one year. The Agency
has indicated that it intends to extend the allowable time limits for the Redevelopment
Plan pursuant to SB 1045.

The Del Paso Heights Project is located in the northern section of the City of Sacramento
and contains approximately 1,028 acres. The Project Area includes primarily residential
land uses with some retail and industrial uses. A breakdown of the land uses by taxable
value is shown in the table on the following page.

Redevelopment Agency of the City of Sacramento Page 2
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LAND USE CATEGORY SUMMARY 2003-04
Taxable Percent of
Parcels Value Total
Residential 2,255 $141,805,048 76.09%
Cornmercial 118 13,341,354 7.16%
Industrial 25 7,319,870 2.93%
Vacant Land 475 8,306,659 4.46%
Other 259 4,607,421 2.47%
Total Secured 3,132 175,380,352 94.11%
Unsecured / State Assessed 10,978,765 £.89%
Grand Total 186,359,117 100.00%

Property Tax Allocation Procedures

The method by which a county allocates property taxes and tax increment revenues can
have a significant impact on the receipt of such revenues. Incorrectly allocated revenues
can result in a redevelopment project area receiving erroneous amounts o’ revenue. In
addition, the method a county uses to allocate delinquent taxes, roll corrections and
property tax refunds will impact the amount of tax increment received. For these
reasons, Sacramento County’s procedures for the allocation of property taxes and tax.
increment were evaluated.

Sacramento County calculates tax increment to redevelopment project areas by applying
the current year tax rate to secured and unsecured incremental taxable value. The County
also allocates unitary revenue on the basis of the total unitary revenue in a project area,
without reductions for base year revenues. The allocation of unitary revenue is based on
revenues received in 1987-88, adjusted by the actual growth or decline in unitary
revenues on a countywide basis.

Tax increment generated from the secured tax roll is allocated based on 100 percent of
the County calculated levy. The method is often referred to as the Teeter Plan. Under
the Teeter Plan, taxing entities and redevelopment projects are shielded from the impact
of delinquent property taxes. The County does adjust secured tax increment payments
for roll corrections, such as refunds of property taxes due to successfully appealed
assessments. Tax increment generated from the application of the 1 percent tax rate to
the unsecured incremental value of a project area is based on the actual collections of
unsecured revenues on a countywide basis. Unsecured revenues are not allocated

pursuant to the Teeter Plan.

Subsequent sections of this Report include a discussion of the impact of the County’s
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allocation practices on the Project Area’s tax increment revenues, to the extent
applicable.

Section C — Taxable Values and Historical Revenues

Taxable Values

Property is valued as of January 1 of each year. Property which is subject to taxation is
valued at 100 percent of its full cash value. Locally assessed property is appraised by the
county assessor’s office. The State Board of Equalization (SBE) provides valuations for
state assessed property.

Real property consists of land and improvements and can either appear on the secured or
the unsecured roll. The secured roll includes property on which the property tax levied
becomes a lien on the property to secure the payment of taxes. Unsecured property does
not become a lien on such property, but may become a lien on other property of the
taxpayer.

Locally assessed real property is subject to the provisions of Article XIII A of the
California Constitution, commonly referred to as Proposition 13. Under Proposition 13,
property is valued based either on its value in 1975-76 or if newly constructed or sold
after this date, then on the full cash value of the property at that time. Property values
may only increase by an inflation factor of up to 2 percent annually. The Proposition 13
value of property is sometimes referred to as the factored base year value. Pursuant to
Section 51 (b) of the Revenue and Taxation Code, assessors must enroll the lesser of the
market value or the factored base year value of property.

Personal property values can be classified as either secured or unsecured property.
Personal property is not subject to the provisions of Proposition 13. Such property is
annually appraised at the full cash value of the property.

State-assessed property is also not subject to the provisions of Proposition 13. Such
property is valued by the SBE based on the full cash value of the property. State-
assessed property is categorized as secured property and is either unitary or non-unitary
property. Since 1987-88, the value of unitary property has been reported on a
countywide basis, with unitary revenues allocated to taxing entities and redevelopment
projects pursuant to a formula contained in AB 454. State-assessed non unitary values
and railroad values are reported at the local tax rate area level.

Project Area Value Trends

Table 1 shows the historical taxable values of the Project Area over the past five years.
Taxable values have grown from $141.2 million in 1999-00 to $186.4 million in 2003-04.
The total percentage change was 32 percent over the five year period. The average
annual percentage growth in values was 7 percent.

Redevelopment Agency of the City of Sacramento . Page 4
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For 2003-04, secured values increased by almost $20 million. A large portion of this was
due to the construction and sale of new housing units as part of the Del Paso Nuevo
development, which added approximately $5 million in new value. The 2 percent
inflation adjustment allowed by Proposition 13 added an additional $3 million in value.
The balance of the growth can be attributed to changes of ownership and other
investment in the Project Area.

Historical Tax Increment Revenues

Table 2 provides information on the historical receipt of tax increment revenues in the
Project Area. The initial County levy is first compared to the actual receipt of tax
increment exclusive of supplemental revenues to determine collection trends. On
average, the Agency has received 101.34 percent of the levy for the Del Paso Heights
Project.

Supplemental property tax receipts are also shown on Table 2. Supplemerital taxes are a
function of new construction or changes of ownership since the last property tax lien
date. When supplemental property taxes are included, the Agency has received, on
average, 104.42 percent of the levy.

Top Ten Assessees
The Top Ten Assessees in the Project Area are summarized on Table 3. The Top Ten
assessees represent 11.26 percent of the overall value of the Project Area and 13.17

percent of the incremental value.

Section D — Assessment Appeals

Taxpayers may appeal their property tax assessments. The value of locally assessed
property is appealed to the local county assessor, while the value of state assessed
property is appealed to the SBE. Both real and personal property assessments can be
appealed. Personal property appeals are filed based on disputes over the full cash value

of the property.

Under California law, there are two types of appeals for the value of real property. A
base year appeal involves the Proposition 13 value of property. If an assessee is
successful with a base year appeal, the value of the property is permanently reduced. In
the future, the value can only be increased by an inflation factor of up to 2 percent
annually. Appeals can also be filed pursuant to Section 51 (b) of the Revenue and
Taxation Code. Under this section of the code, also referred to as Proposition 8 appeals,
the value of property can be reduced due to damage, destruction, removal of property or
other factors that cause a decline in value. When the circumstance that caused the
decline is reversed the value of the property can be increased up to the factored base year
value of the property. Values can be reduced under Proposition 8 either based on a
formal appeal or they can be set by the county assessor.

Redevelopment Agency of the City of Sacramento Page 5
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Due to the impact that assessment appeals can have on the taxable values and tax
increment revenues of a project area, a review of recently resolved and open appeals was
conducted. Based on information provided by the Sacramento County Assessor’s Office,
the following are the open appeals for the 2002-03 fiscal year. Appeal information for the
2003-04 fiscal year is not yet available.

Open Appeals

Applicant’s Estimated Estimated

Original Roll Opinion Resolved Valuation

Assessee Value of Value Value Reduction

Del Paso Heights Project

US Rentals Inc. 2,095,747 1,020,000 1,557,874 537,874
ADT Security Services Inc. 84,479 28,545 56,512 27,967
Woodhaven Senior Residence 2,472,468 1,930,590 2,201,529 270,939
Total $4,652,694  $2,979,135  $3,815,915 $836,780

There has been no recent appeals activity in the Project Area upon which to base the
possible impact of the appeals. We have therefore assumed that each assessee would
receive reductions based on 50 percent of their requested reductions. For purposes of the
tax increment projections shown on Table 5, we have reduced taxable values in 2004-05
for the potential impact of the appeals.

Sacramento County allocates refunds related to appeals to each Project Area on the basis
of the Project’s AB 8 apportionment factor applied to all refunds countywide. (The AB 8
apportionment factor represents a project area’s tax increment revenue in relation to total
countywide property taxes). Although refunds from appeals that occur both inside and
outside the Project Area could negatively affect future tax increment revenues in the
Project Area, such refunds have had only a minor impact on the collection of tax
increment revenues. We have therefore not adjusted tax increment revenues by a refund
factor.

Section E - Estimate of Current and Future Tax Increment Revenue

Tax increment revenues are calculated by first subtracting the base year value of a project
area from the current year taxable value in order to determine the incremental taxable
value of the project area. Applicable tax rates are then applied to the incremental taxable
value in order to determine tax increment revenues.

Unitary revenues are allocated to the Project Area based on a formula contained in AB
454. Generally, the Agency receives unitary revenues on the basis of amounts that were
received in the prior fiscal year. The prior year allocations are adjusted annually based
on changes in unitary revenue on a countywide basis.

Redevelopment Agency of the City of Sacramento Page 6
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The Agency also receives supplemental property taxes for the Project Area on an annual
basis. Due to the difficulty of estimating supplemental revenues, we have not included
such revenues in the projections. Supplemental property taxes typically increase the
receipt of tax increment. However, transfers of ownership and other roll corrections can
sometimes trigger refunds of property taxes and cause supplemental reverues to be
negative.

Current Year Revenues

Projections of current year (2003-04) tax increment revenues are shown on Table 4. The
values utilized are based on information derived from the records of Sacramento County.

Tax increment generated from the application of the tax rate to incremental taxable value
for 2003-2004 is estimated at $1,606,000 for the Project Area. Tax rates are composed of
the basic one percent tax rate and debt service tax rates (tax rates levied to repay voter
approved indebtedness). Debt service tax rates for 2003-04 are not yet available from the
County. The rate for 2003-04 has been estimated on the basis of the actual 2002-03 tax
rate, reduced by the average annual decline in tax rates since 1994-95. The tax rate is
levied by the Regional Sanitation District and is only applied to the incremental land and
improvement values in the Project Area. That rate has been estimated at $.00745 per
$100 of assessed value for 2003-04.

Unitary revenues for the Project Area are estimated to equal $47,000. The estimates are
based on the actual unitary revenues received in the Project Area for 2002-03.

Projected Revenues

Projections of tax increment revenues are shown on Table 5. Real property shown on the
tables consists of locally reported secured and unsecured land and improvement values.
The other property category includes personal property and state assessed values.

The future level of real and other property values has been estimated based on actual
values reported by Sacramento County for 2003-04 (see “Current Year Revenues”
above). Real property values have been increased based on a 2 percent inflation factor.
The 2 percent factor is the maximum inflation factor that county assessors can use to
increase real property values. However, in certain fiscal years the inflation factor has
been less than 2 percent. Should inflation not reach 2 percent in the future, tax increment
could be lower than that shown on Table 5. Taxable values have been rediiced for the
impact of assessment appeals. For 2004-05, we have reduced the value of real property
for open appeals in the Project Area by $837,000.

The debt service tax rate levied by the Regional Sanitation District is estimated to decline
to $.00145 by 2011-12, based on the average annual decline in the tax rate since 1994-95.
The Agency is not eligible to receive tax increment from debt service tax rates that were
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approved by the voters after January 1, 1989. The tax rates used to estimate tax
increment shown on Table 5 do not include post January 1, 1989 tax rates.

Section F — Adjustments and Liens on Tax Increment

The tax increment revenues of the Project Area are subject to certain adjustments and
senior liens, as described in this section. The adjustments and senior liens must be paid
prior to the payment of debt service on the Loan. The Agency also has a number of
parity and subordinate obligations that are described herein. For purposes of the tax
increment estimates and projections, we have not shown the parity or subordinate
obligations on the tables.

Adjustments to Revenue

There is one adjustment to the tax increment revenues shown on Table 5 for property tax
administrative fees. State law allows counties to charge taxing entities, including
redevelopment agencies, for the cost of administering the property tax collection system.
The fees have been estimated and shown on Table 5.

Housing Set-Aside

Redevelopment agencies are required to deposit not less than 20 percent of the tax
increment generated in a project area into a special fund to be used for qualified low and
moderate income housing programs. The most recent amendment to the Redevelopment
Plan triggered a minimum housing set-aside of 30 percent of total tax increment. It is our-
understanding that the Agency has deposited a portion of prior bond issues to the
Housing Fund for the Project Area. The Agency also intends to deposit a portion of the
bond proceeds from the 2003 Loan into the Housing Fund. A portion of bond debt
service can therefore be made from the housing set-aside revenues for the Project Area.
Although the Agency can use a portion of the housing set-aside to meet bond debt
service, we have shown the full housing set-aside on Table 5. The Official Statement
includes tables that show the amount of the housing set-aside that is used to pay bond
debt service.

Senior Tax Sharing Payments

Pursuant to 1994 legislation, AB 1290, the Agency is required to make payments to the
affected taxing entities for the Project Area. These payments are required because the
time period to incur debt was extended pursuant to a prior amendment to the
Redevelopment Plan. Payments of the pass through payments are only due on increases
in tax increment revenues above levels that were received in 1999-00. The pass through
payments are based on a three tier formula. All payments are made after the Agency’s
deposit to its housing set-aside. For purposes of the table below, we have reduced the
percentage of tax increment that must be allocated to the taxing entities by the housing
set aside deposit.

Redevelopment Agency of the City of Sacramento Page 8
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Tier Payment Required

Tier 1 20% of tax increment above the amount
received in  1999-2000 during the
remaining term the Agency receives tax
increment.

Tier 2 Beginning in 2010-11, an additional
payment equal to 16.8% of the tax
increment attributable to growth above
levels in 2009-10.

Tier 3 The Project Area will no longer be
receiving tax increment when this tier is
triggered.

Educational Revenue Augmentation Fund (ERAF)

Due to a shortfall in the state budget, legislation was approved (AB 1768) that required
redevelopment agencies to shift $75 million of tax increment revenues to the Educational
Revenue Augmentation Fund (ERAF) in 2002-03. The shift to ERAF offset the need for
a similar amount of state aid to education. AB 1768 required that the shift be made for
the 2002-03 fiscal year only and that half of the shift be calculated on the basis of the
2000-01 gross tax increment of a project arca and the other half on net revenues after tax
sharing payments.

Due to continuing state budget problems, legislation has been approved ($B 1045), which
requires an ERAF shift of $135 million for 2003-04. The legislation requires that half of
the shift be calculated on the basis of the 2001-02 gross tax increment of a project area
and the other half on net revenues after tax sharing payments.

It should be noted that the Agency’s fiscal year runs from January 1 through December
31. Property taxes are allocated on a fiscal year basis that runs from July 1 through June
30. This has had an impact on the amount of tax increment that the agency reports in the
State Controllers Report, which is used to calculate ERAF obligations. The Agency’s
obligation is higher than what it would otherwise have been if its fiscal year were a
standard property tax fiscal year.

The Project Area’s share of the Agency’s ERAF obligation is estimated at $46,785 for
2002-03 and $86,800 for 2003-04. The Agency has indicated that it has available funds
to pay the 2003-04 ERAF, so we have not reduced the amount of tax increment shown on
Table 5 for such amounts.

Parity Obligations

The Agency has one obligation for a 1999 Loan Agreement with the Sacramento City
Financing Authority that has a parity lien on the Tax Revenues of the Project Area.
Amounts due on the parity obligation are not shown on the tax increment estimates or
projcctions tables.

Redevelopment Agency of the City of Sacramento Page 9
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Subordinate Obligations

The Agency has entered into one subordinate obligation for the Project Area to repay the
Sacramento City Financing Authority for a portion of the debt service on the Authority’s
1999 Revenue Bonds. For purposes of the projections shown on Table 5, we have not
shown the payments under this obligation.

Section G — Other Issues

The CRL requires that as a part of the Agency’s annual audit, that the legislative body be
informed of any major violations of the CRL. Major violations include failure to: 1) File
an independent financial audit and fiscal statement; 2) Establish time limits for each
project area; 3) Establish a low and moderate income housing fund and accrue interest to
the fund; 4) Initiate development of housing on real property acquired from the low and
moderate income housing fund; and 5) Adopt an implementation plan. No instances of
non-compliance were noted in the audit.

County of Orange v. Orange County Assessment Appeals Board

This case was decided at the Superior Court level and does not represent binding
precedent in any future cases. Under the facts in the case, a property owner purchased
property in 1995 that was placed on the 1996-97 tax roll at $330,000, which reflected the
Proposition 13 base year value. In 1997-98, the property was not increased by the
allowed 2 percent inflation factor, because the Assessor believed the resulting value
would have exceeded the market value of the property. For 1998-99, the Assessor found
that the factored base year value of the property, (the value adjusted by 2 percent per year
for 1997-98 and 1998-99), was less than the market value. The Assessor therefore
increased the property value by 4 percent. This is sometimes referred to as a “recapture”
of the 2 percent inflation adjustment and is the common practice in all counties in
California. The issue of whether the inflation adjustment can exceed 2 percent per year
was ultimately brought before the Superior Court.

The Court found that, based on the facts in this case, that the inflation adjustment
couldn’t exceed 2 percent per year when applied to the base year value of the property
and therefore recapture is not allowed. However, the Court also stated that the value of
property could be increased by more than 2 percent per year “in situations described in
the law”. This seems to indicate that increases of value that occur under Proposition 8
appeals that exceed 2 percent per year are not included in the Court’s ruling. In 2002 two
courts (in Los Angeles and San Diego) ruled differently on the recapture provision.
Orange County is also appealing the Superior Court decision.
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Tabie 1

Redevelopment Agency of the City of Sacramento
Del Paso Heights Redevelopment Project Area

HISTORICAL TAXABLE VALUE
Total
Locally-Assessed Unsecured State-Assessed Total Percentage Incremental
Fiscal Year Secured Value Value Valug axable Value Change Value {1)

2003-04 $175,380,352 $10,978,665 100 $186,359,117 12% $159,300,479
2002-03 155,617,070 10,202,990 100 165,720,160 2% 138,661,522
2001-02 152,741,578 9,707,545 100 162,449,223 9% 135,386,401
2000-01 139,231,321 10,111,613 100 149,343,034 6% 122,280,212
1999-00 130,914,634 10,300,076 100 141,214,810 3% 114,151,988

Total Percentage Change 31.97%

Average Percentage Change 7.18%

(1) Through 2001-02, the County used a base year value of $27,062,822. Starting with 2002-03,
the County revised the base year value to $27,058,638.

Source: Sacramento County Assessors Office
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Table 2

Redevelopment Agency of the City of Sacramento
Del Paso Heights Project

HISTORICAL RECEIPTS (1)
Tax Increment Total

Levy per Receipts Less % of Levy Tax Increment % of Levy

County (2)  Supplementals Received Supplementals Receipts Received
2002-03 $1,446,941 $1,487,811 102.82% $106,358 $1,594,169 110.18%
2001-02 1,413,274 1,428,004 101.04% 42,196 1,470,200 104.03%
2000-01 1,277,899 1,287,406 100.74% 7,927 1,295,333 101.36%
1999-00 1,197,938 1,204,107 100.51% 8,092 1,212,199 101.19%
[Average Receipts to Levy 101.34% 104.42%|

(1) Receipts per Agency records.
(2) Intial levy reported by Sacramento County.

Fraser Associates
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Table 3
Redevelopment Agency of the City of Sacramento
Del Paso Heights Redevelopment Project Area

TEN MAJOR PROPERTY TAX ASSESSEES

Research Properties

David J. & Mary L. Anderson
Woodhaven Senior Residences

US Rentals Inc.

United Rentals Inc.

IBM Credit Corporation

Harry & Mariann Brix 1993 Family Trust
Sacramento Partners

Terkensha Associates

Crystal Bottling Company Inc.

Total Valuation

Type of Use

Commercial
Industrial
Residential
Commercial
Unsecured
Unsecured
Industrial
Unknown
Commercial

Unsecured

(1) Based on ownership of locally-assessed secured property.

(2) Based on 2003-04 Project Area taxable value of $186,359,117.

(3) Based on 2003-04 incremental value of $159,300,479.

Fraser Associates

TI Top Ten

2003-04 2003-04 %of %of Inc.
Secured Value (1) Unsecured Value (1) Total Value (2) Value (3)
$4,462,512 $0 $4.462,512 2.39% 2.80%
2,722,625 0 2,722,625 1.46% 1.71%
2,651,938 0 2,651,938 1.42% 1.66%
2,095,747 0 2,095,747 1.12% 1.32%
0 1,880,333 1,880,333 1.01% 1.18%
0 1,783,078 1,783,078 0.96% 1.12%
1,570,824 0 1,570,824 0.84% 0.99%
1,335,327 0 1,335,327 0.72% 0.84%
1,331,063 0 1,331,063 0.71% 0.84%
0 1,153,511 1,153,511 0.62% 0.72%
16,170,036 4,816,922 20,986,958 11.26% 1317%
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Table 4
Redevelopment Agency of the City of Sacramento
Del Paso Heights Redevelopment Project Area

ESTIMATE OF INCREMENTAL TAX REVENUE
FOR FISCAL YEAR 2003-04 '

2003-04 Base Year Incremental
Taxable Value (1) Taxable Value  Taxable Value

Local Secured

Land $52,226,247
Improvements 146,831,733
Personal Property 257,567
Gross Secured 199,315,547
Less: Exemptions 23,935,195
Net Secured 175,380,352 26,532,871
State-Assessed 100 0
Total Secured 175,380,452 26,532,871 148,847,581
Unsecured
Land 789,535
Improvements 1,691,223
Personal Property 8,714,829
Gross Unsecured 11,195,587
Less: Exemptions 216,922
Net Unsecured 10,978,665 525,767 10,452,898
Total Secured & Unsecured 186,359,117 27,058,638 159,300,479
Tax Increment (2) 1,606,000
Unitary Revenue (3) 47,000
Total Tax Increment 1,653,000
Adjustments to Tax Revenue;
Property Tax Administration Fees (4) 34,000
Liens on Tax Increment;
Housing Set-Aside (5) 496,000
Tax Sharing Payments (6) 90,000
Del Paso Nuevo Obligation (7) 71,000
Tax Revenues 962,000

(1) Based on taxable value information from the records of Sacramento County.

(2) Calculated based on the application of the estimated tax rate for 2003-04.

(3) Reflects actual unitary revenue for 2002-03.

(4) The administrative fee is estimated based on actual amount from 2002-03.

(5) Total housing set-aside calculated at 30 percent of tax increment
without reduction for the amount that can be used for bond debt service.

(6) Tax sharing payments per the provisions of AB 1290.

(7) Pursuant to an agreement with the Federal Government represent tax increment
generated in the Del Paso Nuevo area.

Fraser Associates
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Tahle §

Redeveiopment Agency of ihe City of Sacramento
Del Paso Heights Redevelopment Project Area

PROJECTION OF INCREMENTAL TAX REVENUE
(000's Cmitted)

Total Value Unitary (4) Total Property AB 1290 (7) Del Paso
Real (1} Other (2) Total Over Base Of Tax (3) Property Tax  Tax Increment Tax (5) Housing Tax Sharing  Nuevo (8) Tax
Fiscal Year Properly Property Vaiue $27,059 Increment Revenue Revenus Admin Fee Set-Aside (6) Payments Payment Revenue
2003 - 2004 $177,604 $8,756 $186,359 $159,300 $1,606 $47 $1.654 $34 $496 $90 $71 $963
2004 - 2005 180,302 8,756 189,058 161,999 1,632 47 1,680 35 504 96 72 974
2005 - 2006 183,908 8,756 192,664 165,605 1,667 47 1,715 35 514 103 73 989
2006 - 2007 187,586 8,756 196,342 169,283 1,703 47 1,750 36 525 110 75 1,004
2007 - 2008 191,338 8,756 200,094 173,035 1,739 47 1,788 37 536 118 76 1,020
2008 - 2009 195,165 8,756 203,920 176,862 1,776 47 1,823 38 547 125 78 1,036
2009 - 2010 199,068 8,756 207,824 180,765 1,814 47 1,861 38 558 133 79 1,052
2010 - 2011 203,049 8,756 211,805 184,746 1,852 47 1,900 39 570 148 81 1,062
2011 - 2012 207,110 8,756 215,866 188,807 1,891 47 1,939 40 582 163 83 1,072
2012 - 2013 211,253 8,756 220,008 192,950 1,931 47 1,978 41 594 178 84 1,082
2013 - 2014 215,478 8,756 224,233 197,175 1,972 47 2,019 42 606 194 86 1,092
2014 - 2015 219,787 8,756 228,543 201,484 2,015 47 2,062 42 619 209 88 1,104
2015 - 2016 224,183 8,756 232,939 205,880 2,059 47 2,106 43 632 226 89 1,116
2016 - 2017 228,667 8,756 237,422 210,364 2,104 47 2,151 44 645 242 91 1,128
2017 - 2018 233,240 8,756 241,996 2,149 47 2,197 45 659 259 93 1,141
2018 - 2018 237,905 8,756 246,660 2,196 47 2,243 46 673 276 95 1,153
2019 - 2020 242,663 8,756 251,418 224,380 2,244 47 2,291 47 687 294 97 1,166
2020 - 2021 247,516 8,756 256,272 229,213 2,292 47 2,340 48 702 312 99 1,179
2021 - 2022 252,466 8,756 261,222 234,163 2,342 47 2,389 49 77 330 101 1,193
2022 - 2023 257,516 8,756 266,271 239,213 2,392 47 2,440 50 732 348 103 1,206
2023 - 2024 262,666 8,756 271,422 244,363 2,444 47 2,491 51 747 367 105 1,220
2024 - 2025 267,919 8,756 276,675 249,616 2,496 47 2,544 52 763 387 107 1,235
2025 - 2026 273,278 8,756 282,033 254,975 2,550 47 2,597 53 779 406 109 1,249
2026 - 2027 278,743 8,756 287,499 260,440 2,604 47 2,652 55 796 426 111 1,264
2027 - 2028 284,318 8,756 293,074 266,015 2,660 47 2,708 56 812 447 113 1,279
2028 - 2029 290,005 8,756 298,760 271,702 2,717 47 2,764 57 829 468 116 1,295
2029 - 2030 295,805 8,756 304,560 277,502 2,775 47 2,822 58 847 489 118 1,310

(1) Prior Year Real Property increased by 2 percent per year as allowed by Article XIlIA of the California Constitution.
The value for 2004-05 has been reduced by the estimated impact of appeals.
(2) Includes the valyue of secured and unsecured personal property, and state-assessed railroad and non-unitary property.

(3) Based on the application of Project Area tax rates to the total incremental taxable value.

(4) Reflects actual unitary for 2002-03. Future unitary revenue held constant in the projections.

(5) Per SB 2557, reflacts Project Area share of Sacramento County's property tax administrative costs.

(8) Total housing set-aside caiculated at 30 percent of tax increment

without reduction for the amount that can be used for bond debt service.

(7) Tax sharing payments pursuant to AB 1290.

(8) Pursuant to an agreemant with the Fedaral Government, renregsent
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APPENDIX B

CERTAIN ECONOMIC AND DEMOGRAPHIC INFORMATION
REGARDING THE COUNTY OF SACRAMENTO, CALIFORNIA

Population and Income

Population in Sacramento County reflects continued growth as shown in the following table.
Population rose 62.7% in the 1940’s and 81.4% in the 1950’s. During the 1960’s, 1970’3, 1980’s and 1990°s,
population growth totaled 26.2%, 23.5%, 32.9%, and 16.2%, respectively. Since 1980, population growth has
totaled 67.2%.

The State Department of Finance estimates county population at 1,309,600 as of January 1, 2003.
Sacramento County currently has seven incorporated cities: Citrus Heights, Elk Grove, IFolsom, Galt, Isleton,
Rancho Cordova and Sacramento. Approximately 33.1% of the County’s population lives in the City of
Sacramento. Approximately 47.1% of the County’s population lives in unincorporated areas, giving
Sacramento County one of the largest unincorporated populations among all counties in the State.

SACRAMENTO COUNTY
Population

Area 1970 1980 1990 2000 2001 2002 2003
Cities:
Citrus Heights” -- - 84,700 86,000 87,300 87,200
Elk Grove'” - - - 75,300 80,300 85,800
Folsom 5,810 11,003 29,802 50,300 56,500 60,700 63,800
Galt 3,200 5,514 8,889 19,300 20,000 21,300 22,000
Isleton 909 914 833 830 830 840 840
Sacramento 247,105 275,741 369,365 406,500 412,800 424,400 433,400
Unincorporated Area® 367,349 490,209 632,330 655,500 595,500 605,500 616,700

Total 634,373 783381  1.041.219 1217600 1,247,000  1,280.300 1,309,600

&) Effective January 1, 1997, Citrus Heights became Incorporated.

@ Effective July 1, 2000, Elk Grove became Incorporated.

®  1Inctudes C ity of Rancho Cordova, which was incorporated on July 1, 2003.

Source: U.S. Census, except for 2000, 2001, 2002 and 2003 figures which are from the State Department of Finance.

Industry and Employment

Three major job categories comprised 77.0% of the Sacramento MSA’s work: force during 2002.
They were services (35.4%), government (27.0%), and wholesale and retail trade (14.6%).
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The following table summarizes annual average employment by industry in Sacramento Metropolitan
Statistical Area, which includes Sacramento, Placer, and El Dorado Counties.

SACRAMENTO METROPOLITAN STATISTICAL AREA

Labor Market Survey(l)
1998-2002
Title 1998 1999 2000 2001 2002
Civilian Labor Force 760,100 786,900 805,600 832,800 863,800
Civilian Employment : 723,200 755,300 773,000 798,800 818,500
Civilian Unemployment 36,900 31,600 32,600 34,000 45,300
Civilian Unemployment Rate 4.9% 4.0% 4.0% 4.1% 52%
Total Farm 3,700 3,900 4,000 4,000 3,400
Total Nonfarm 652,100 685,900 709,700 731,200 743,700
Total Private 480,300 507,300 528,300 543,400 547,800
Goods Producing 81,600 89,000 93,800 99,800 97,400
Natural Resources and Mining 500 500 600 600 600
Construction 37,300 43,900 48,300 54,800 56,100
Manufacturing 43,900 44,600 44,900 44,400 40,800
Service Providing 570,500 596,900 615,900 631,500 646,200
Trade, Transportation and Utilities 107,100 112,900 117,300 120,000 120,700
Wholesale Trade 18,600 19,700 20,200 21,400 21,300
Retail Trade 73,900 77,400 81,000 82,900 84,400
Information 16,500 17,500 17,400 21,300 21,900
Financial Activities 49,000 50,100 48,900 49,300 51,300
Professional and Business Services 82,900 - 90,000 96,200 90,500 88,700
Educational and Health Services 60,200 62,200 65,300 70,300 72,100
Leisure and Hospitality 59,400 61,200 64,500 66,300 69,200
Other Services 23,500 24,400 25,000 25900 26,500
Govemnment® 171,800 178.600 181400 187,800 195,800
Total, All Industries 655,800 689,800 713,800 735,200 747,100

® " Employment is reported by place of work; it does not include persons involved in labor-management disputes. Figures are
rounded to the nearest hundred. Columns may not add to totals due to rounding.

@ The City of Sacramento is the capital of the State of California and various State agencies have been, and are anticipated to
continue to be, a major source of employment in the Sacramento area.

Source: California Employment Department; based on March 2002 benchmark.

Major Employers

Major private employers in the Sacramento area include those in electronics, medical services, retail
sales, and communications services. Major private employers, their products or services, and their number of
employees in 2001-02 are listed in the table on the following page.

The State currently employs 70,902 personnel in the County in various branches of government,

making the State the largest employer in the area. County employees account for 14,433 additional jobs in the
community. The City currently has 4,680 authorized positions for Fiscal Year 2003-04.
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Employment

Largest non-government employers in the Sacramento area include those in medical services,
electronics, retail sales, communications services, and financial services. Major private employers, their
products or services, and their number of employees are listed in the following table:

GREATER SACRAMENTO AREA
Largest Non-Government Employers

Company Product/Service Employees

UC Davis Medical Center Hospitals 9,000
INTEL Corporation Semiconductors 6,700
Hewlett-Packard Company Computer Manufacturing 6,130
Kaziser Hospitals Hospitals 5,590
First Union Small Business Investment Company 3,500
Pacific Bell Telephone Communications 3,320
Mercy Hospitals Hospitals 2,500
SMUD Electric Power Generation 2,200
Wal-Mart Discount Department Store 2,160
PRIDE Industries Contract Manufacturing 2,100

aley’s Supermarket Supermarkets 2,090
Albertson’s Supermarket Supermarkets 2,030
Macy’s Department Stores 2,030
Sacramento Bez Newspapers 2,000
Bank of America National Commercial Banks 1,920 -
Target Department Stores 1,830
JC Penny Department Stores 1,820
Krmart Discount Stores 1,710
Apple Computer Computer Manufacturing 1,700
Gencorp Guided Missile Units & Pharmaceuticals 1,600

Source: Sacramento Regional Research Institute, February 2002.

Commercial Activity

Commercial activity is an important contributor to Sacramento County’s economy. Between 1997
and 2001, taxable retail sales increased 42.2% from $8.23 billion to $11.70 billion. As shown in the following
table, total taxxable sales increased 37.4% from $12.53 billion to $17.22 billion.
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SACRAMENTO COUNTY
Taxable Transactions 1997 Through 2001
(Amounts Expressed in Thousands)

1997 1998 1999 2000 2001

Apparel Stores $ 351,076 $ 364,544 $ 369,927 $ 410,328 $ 435,758
General Merchandise Stores 1,559,591 1,663,856 1,875,947 1,960,570 1,996,605
Specialty Stores 1,335,040 1,449,835 1,624,485 1,800,343 1,780,073
Food Stores 644,514 641,284 696,416 758,169 792,603
Package Liquor Stores 55,851 60,809 66,236 71,301 75,536
Eating and Drinking Places 949,013 1,008,886 1,080,021 1,163,483 1,242,312
Home Furnishings and

Appliances 457,570 466,468 523,294 579,375 598,487
Building Materials and Farm

Implements 693,847 655,614 932,551 1,049,133 1,102,951
Service Stations 595,943 517,785 630,998 811,847 816,696
Automobile, Boat, Motorcycle

and Plane Dealers and Parts

outlets 1,584,697 1,643.460 2,139.002 2,467.982 2.860.446
Total Retail QOutlets $ 8,227,142 $ 8,715,401 $ 9,938,877 $11,072,531 $11,701,467
Business and Personal Services 552,663 619,589 705,364 729,836 861,189
All Other Outlets 3,754,364 3.993.656 4,335,152 4,791,358 4,659,145
Total All Outlets $ 12,534,169 $ 13,328,646 $14,979,393 $ 16,593,725 $17,221,801

Source: State Board of Equalization
Agriculture

Agriculture continues to be an important factor in the county’s economy; however, with the ever-
increasing urban and commercial development of Sacramento County, agriculture’s relative impact on the
local economy declines. The gross value of agricultural production in 2002 reached $275,937,000. Major
individual products in terms of dollar value are shown in the following table:

SACRAMENTO COUNTY
Agricultural Production
1998 through 2002
(Amounts Expressed in Thousands)
1998 1999 2000 2001 2002
Field Crops $ 37,135 $ 42,356 $ 43,756 $ 42,558 § 42,558
Livestock and poultry products 51,103 48,790 43,121 49,927 38,824
Livestock and poultry 27,852 24,220 25,841 28,965 28,819
Vegetable crops 25,639 30,636 17,088 19,433 23,938
Fruit and nut crops 110,297 124,217 126,911 124,151 104,429
Nursery products 17,933 17,113 26,408 28,968 26,678
Seed crops 5,290 6,412 3,041 4,882 3,775
Apiary products 159 115 65 59 55
Total $ 275,408 3 293,859 $ 286,231 $ 298,719 $ 275,934

Source: Sacramento County Agricultural Commissioner.
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Effective Buying Income

“Effective Buying Income” is defined as personal income less personal tax and nontax payments, a
number often referred to as “disposable” or “after-tax” income. Personal income is the aggregate of wages and
salaries, other than labor-related income (such as employer contributions to private pensicn funds), proprietor’s
income, rental income (which includes imputed rental income of owner-occupants of non-farm dwellings),
dividends paid by corporations, interest income from all sources and transfer payments (such as pensions and
welfare assistance). Deducted from this total are personal taxes (federal, state and local, nontax payments,
fines, fees, penalties, etc.) and personal contributions to social insurance. According to U.S. government
definitions, the resultant figure is commonly known as “disposable personal income.”

The following table summarizes the Effective Buying Income for the County, the State and United
States for the period 1999 through 2003.

COUNTY OF SACRAMENTO,
STATE OF CALIFORNIA AND THE UNITED STATES
Total Effective Buying Income and Median Household Effective Buying Income
For the Years 1999 through 2003%

Total Effective Buying Median Household
Income Effective
(000s Omitted)™ Buying Income

1999

Sacramento County $ 18,925,291 $§ 34,891
California 551,999,317 37,091
United States 4,621,491,173 35,377
2000

Sacramento County $ 20,162,052 $ 37,152
California 590,376,663 39,492
United States 4,877,786,658 37,233
2001

Sacramento County $ 22,895,128 $ 40,970
California 652,190,282 44,464
United States 5,230,824,904 39,129
2002

Sacramento County $ 22,127,827 $ 40,690
California 650,521,407 43,532
United States 5,303,481,498 38,365
2003

Sacramento County $ 22,645,845 $ 39,879
California 647,879,427 42,484
United States 5,340,682,818 38,035

M Not comparable with prior years. Effective Buying Income is now based on money income (which does not take into
account sale of property, taxes and social security paid, receipt of food stamps, etc.) versus personal income.

©®  Dollars in thousands.
Source: “Survey of Buying Power,” Sales & Marketing Management Magazine, dated 1999, 2000, 2001, 2002 and 2003.

Construction Activity
The value of building permits issued in the County totaled $2,784,188,218 in 2002, an increase of

16.8% from the prior year. From 1998 through 2002, the value of nonresidential building permits reflects a
total reduction of 41.7%. Residential permit valuation increased 126.9% over the same period. In addition to
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annual building permit valuations, the numbers of permits for new dwelling units issued each year from 1998
through 2002 are shown in the following table.

SACRAMENTO COUNTY
Building Permit Valuations
1998 through 2002
(Amounts Expressed in Thousands)
1998 1999 2000 2001 2002

Valuation:
Residential $1,021,230 $1,158,833 $1449,414  $1,835,507 $2,317,674
Nonresidential 800,309 948,189 1,183,303 547.986 466,514
Total $1,821,539 $2,107,022 $2,632,717  $2,383,493 $2,784,188
New Dwelling Units:
Single family 5,110 5,523 7,054 8,616 10,519
Multiple family 2,610 4.900 3362 973 2,609
Total 7,720 . 10,423 10,416 9,589 13,128

Source: Sacramento County Assessor’s Office.
Transportation

The county’s location and transportation network have contributed to the county’s economic growth.
The County is traversed by the main east-west and north-south freeways serving northern and central
California. Interstate 80 connects Sacramento with the San Francisco Bay Area, Reno, Nevada, and points
east. U.S. Highway 50 carries traffic from Sacramento to the Lake Tahoe Area. Interstate 5 is the main north-
south route through the interior of California; it runs from Mexico to Canada. California State Highway 99
parallels Interstate 5 through central California and passes through Sacramento.

Transcontinental and intrastate rail service is provided by the Union Pacific Railroad. Passenger rail
service is provided by AMTRAK. Bus lines offering intercity as well as local service include Greyhound and
Sacramento Regional Transit.

The Port of Sacramento provides direct ocean freight service to all major United States and world
ports. It is a deep-water ship channel, located 79 nautical miles northeast of San Francisco. The three major
rail links serving Sacramento connect with the Port. Interstate 80 and Interstate 5 are immediately adjacent to
the Port.

Sacramento International Airport is about 12 miles northwest of downtown Sacramento. The airport
is served by ten major carriers, two regional carriers, and two commuter carriers. Executive Airport, located in
Sacramento, is a full-service, 680-acre facility serving general aviation. In addition to Sacramento
International Airport, Executive Airport, and Mather Airport, there is one other county operated general airport
and numerous private airports.

Sacramento County voters passed a ballot measure in November of 1988 providing for collection of
an additional 1/2 cent sales tax (approximately $91,104,000 for 2003/04) to be used exclusively for
transportation and air quality projects. Ballot language specified formula distribution: (1) for the cities and
unincorporated area of the County; (2)for projects to reduce air pollution; and (3)for mass transit
improvements. The 2003/04 share for the unincorporated area of the County is estimated to be $26,100,000.
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Education

Public school education is available through nine elementary, two high school and five unified school
districts. There are approximately 170 private schools in the County with an enrollment of approximately
22,324. Public school enrollment for 2002/03 was approximately 232,612.

The Los Rios Community College District serves the majority of Sacramente County, as well as
portions of El Dorado, Placer, Yolo and Solano Counties. The District maintains four carnpuses in the County
-- American River College, located in the northeastern unincorporated area of Carmichael; Sacramento City
College, located in Sacramento; Cosumnes River College, located in the southern area of the City of
Sacramento; and Folsom Lake-El Dorado College located in the northeast area of the County. Spring 2003
enrollment at the four campuses totaled approximately 72,220. The southernmost portion of the County is
served by the San Joaquin Delta Community College District.

California State University at Sacramento offers four-year programs in business administration, liberal
arts, engineering, education, and nursing, and master’s degrees in service fields. Current enrollment is
approximately 26,960. Other higher education facilities located in Sacramento are the University of Phoenix,
University of Southern California, McGeorge School of Law which is a branch of the University of the Pacific,
University of San Francisco, University of California at Davis Extension, and the Mezdical Center of the
University of California at Davis.
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City Council, Housing Authority and
Redevelopment Agency of the City of Sacramento
Board of Supervisors, Housing Authority and
Redevelopment Agency of the County of Sacramento
Sacramento Housing and Redevelopment Commission
Sacramento Housing Development Corporation
Sacramento, California

We are pleased to submit to you the Comprehensive Annual Financial Report (CAFR) of the Sacramento
Housing and Redevelopment Agency (the Agency) for the year ended December 31, 2002. Responsibility
for both the accuracy of the data and the completeness and faimess of the presentation, including all
disclosures, rests with the management of the Agency. To the best of our knowiedge and belief, the
enclosed data is accurate in all material respects and is reported in a manner designed to present fairly the
financial position and changes in the financial position of the various funds of the Agency and all
disclosures necessary 10 enable the reader to gain an understanding of the Agency's financial activities have
been included.

Accordingly, the audit firm of Macias, Gini & Company LLP, has audited the basic financial statements
and issued their unqualified (clean) opinion that the basic financial statements of the Agency for the year
ended December 31, 2002 are fairly presented in accordance with accounting principles generally accepted
in the United States of America (GAAP).

A comprehensive annual financial report is presented in three sections: introductory, financial and
statistical.

e The introductory section provides general information on the Agency’s structure and personnel
as weil as information useful in assessing the Agency's financial condition.

o  The financial section includes the independent auditor's report on the basic financial
statements, the narrative introduction, overview and analysis found in Management’s
Discussion and Analysis (MD&A) as required by Governmental Accounting Standards Board
Statement No. 34 as supplementary information, the audited basic financial statements
including note disclosures. required supplementary information and supporting staterents and
schedules necessary to fairly present the financial position and the changes in financial position
of the Agency in conformity with accounting principles generally accepted in the United States
of America.

s The staristical section provides a broad range of wend data covering key financial indicators
from the past ten vears (for instance, general government revenues and expenditures, tax
increments and debr). 11 also contains demographic and miscellaneous data useful in assessing
the Agency's financial and operating condition.

PO. Box 1ly4
Sscramento. CA 9shia-ifyg

i 9164449210
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PROFILE OF THE AGENCY

The Agency's financial statemenis are included in the comprehensive annual financial report of the City
of Sacramento (City) as a component unit because of the operational and financial relationship that exists
between the City and the Agency.

This comprehensive annual financial report includes all of the funds of the following legal entities:

Housing Authority of the City of Sacramento
Housing Authority of the County of Sacramento (County)
Redevelopment Agency of the City of Sacramento
Redeveiopment Agency of the Counrty of Sacramento
Component Units:

- Sacramento Housing Development Corporation

. Riverview Plaza Associates

+  Norwood Avenue Housing Partnership/Corporation

. Shasta Hotel Investors Partnership/Corporation

. Foundation Uniting Needs and Dollars (FUND Inc.)

L K K IR J

The Agency is a joint powers authority of both City and County agencies, and operates under a delegatory
agreement with its oversight governing boards: the City of Sacramento City Council and the County of
Sacramento Board of Supervisors. The Agency provides staffing for the Housing Authorities of the City
and County of Sacramento and the Redevelopment Agencies of the City and County of Sacramento, which
are responsible for the development and implernentation of housing, redevelopment, and selected economic
development programs and activities for the City and County of Sacramento.

Sacramento County serves as the core of a four county Metropolitan Statistical Area, and is the largest
urban center in the Central Valley of California.

FACTORS AFFECTING FINANCIAL CONDITION

The Agency is located in Sacramento, California. The City of Sacramento, the state's capital and seat of
the county’s government, is the largest incorporated city within the surrounding metropolitan area. The
estimated population on January 1, 2002 was 426,000 for the City of Sacramento and 1.279,000 for the
County of Sacramento. Sacramento offers an outstanding business climate for the entire region, with its
major airport. deepwater port, transcontinental rail line and interstate freeway system.

The Sacramento work force includes broad-based employment in professional, technical, production,
transportation and service occupations. The region’s manufacturing sectors have grown steadily since the
late 1970s largely due to the expansion in high rechnology industries. The Sacramento area continues to
have diverse employment opportunities, with the largest three employment sectors identified as services,
government. and retail trade. The area’s unemployment rate. however, has increased to five percent.

Sales tax revenues for the City and County are declining. This is offset by an increase in the real estate
market, especially the residential market. The prices for homes have increased, as have the volume of
home sales. The non-residential market is also growing. Because the Agency reliss on tax increment

revenue, which is directly related to real property assessed valuation growth in the redevelopment areas;
annual revenues derived from existing redevelopment project areas slightly increased over the prior year.

There is a definite link between the fiscal health of the State of California (State) and local government
in the Sacramento region. With a weak local, state, and national economy and a significant state budget
deficit, local government is facing significant financial uncertainties. The Agency's 2003 Budget was
reduced due to the State’s Education Revenue Augmentation Fund (ERAF) use of tax increment monies.
Future State actions are unknown.

The primary sources of non-local revenue are from numerous programs sponsored by the U.S. Department
of Housing and Urban Development (HUD). Congress and the Administration continue to revise HUD
practices, programs and overall expenditure levels. Consequently, the Agency anticipates the impact of
these revisions may result in reductions in revenues from HUD sources.

In response to the negative impacts of the conditions outlined above, the Agency has taken a proactive
approach and instituted a strategic planning effort to assure continued viability and relevance to the
Agency’s economic, housing and redevelopment missions. Revenue enhancements and expenditure
mitigation measures are continually being evaluated.

MAJOR INITIATIVES

The Housing Authorities provide affordable housing and rental assistance opportunities to very low-income
and low-income families, seniors and disabled/handicapped individuals. The Authorities remain one of
the largest landlords in the County of Sacramento with an inventory of approximately 3.600 units of public
housing and other housing funded through special programs. These programs provide quality affordable
housing to over 12,000 low and moderate income households, servicing over 25,000 individuals.

In addition to providing housing, the Housing Authorities are committed to empowering residents to
become self-sufficient. The Housing Authorities operate a Family Self-Sufficiency Program as well as
resident training programs in the areas of painter apprentice and janitorial services.

The Housing Choice Voucher (HCV), formerly Section 8, Program continued to grow during the year
2002. The HCV program has increased from 6,800 to 10,853 vouchers over the last five years. This
represents a 60 percent increase in the program’s ability to serve low-income households in our
community. During 2002, more than 1,000 additional families received housing subsidies bringing total
enrollment to 10,100 families. The wait list for the Housing Choice Voucher program was closed in June
0f2001. The wait list, which stood at 33.000, has been pared to 8,000 families by the end of 2002 and may
be reopened sometime during 2003. Marginal growth of the HCV program is anticipated during the next
few years through Opt-out/Preservation conversions and allocations of Family Unification and Mainstream
Housing Vouchers for the Disabled. In 2002. HCV rental subsidies were used for the first time to help
families buy their own homes. During the year. ten families purchased homes with the help of their
vouchers.

The Agency has continued to assist in the development of affordable housing and in providing
homeownership opportunities to City and County residents. In the year 2002, 511 new homeowners
panticipated in mortgage and down payment assistance programs. We rehabilitated 468 units of
multifamily housing and approved 1.080 units of new construction multifamily housing. Also, 993 units
of housing were approved for rehabilitation. Seven tax-exempt morigage revenue bond allocations were
awarded for mixed-income developments for families and seniors in downtown locations and new growth
areas, producing 1,294 total units and 567 assisted units.

i
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The Agency also ﬁna!_lced its first permanent supportive housing development for 61 homeless families
and began the rehabilitation of two mothballed buildings for a wansitional housing program at Mather
Field, both in collaboration with the County social service depantments.

In addition, available resources were used to facilitate the positive economic, community, and
redevelopment objectives of the Agency in numerous areas in Sacramento City and County. Of particular
merit were activities in the Town of Locke and in the redevelopment areas for Aubum Boulevard, Mather
and McClellan for the County. Significant undentakings in the City include housing actvities for De| Paso
Nuevo and Phoenix Park (formerly known as Franklin Villa), and focus on commercial corridors such as
Marysville Boulevard, Stockton Boulevard, Franklin Boulevard, Del Paso Boulevard, and Broadway.

FINANCIAL INFORMATION

Risk Management

The Agency is a member of two risk management pools. California Housing Authority Risk Management
Agency (CHARMA) provides general liability coverage up to $5,000,000, auto insurance liability coverage
up to $5,000,000, property coverage for full replacement value, and employment practice liability coverage.
Califonia Housing Workers’ Compensation Authority (CHWCA) provides workers' compensation
coverage up to $2,000,000. In addition, the Agency purchases flood insurance from the National Flood
Insurance Program (NFIP) for Housing Authority properties in the flood plain.

As a member of the risk management pools, an annual Risk Control Work plan is prepared evaluating risk
management policies and procedures, with the incentive of reducing the premiums. In addition, the Agency
is an active participant in CHARMA's safety committee, and implements its risk management practices
through this commirtee.

Enterprise Funds and Component Upits

Enterprise funds of both the primary government and component units are used to finance and account for
the acquisition, operation, and maintenance of Agency facilities and services which are intended to be
predominantly sclf-supporting from user charges. The operations are accounted for in such a manner as
to show a profit or loss, as in comparable private enterprises. At December 31, 2002, the Agency
maintained 15 public housing and commercial purpose enterprise funds and four component units,
accounted for using the economic resources measurement focus and accrual basis of accounting.

Cash Management

Cash and investments totaled $170 million at December 31. 2002. This amount increased approximately
$52 million from the prior year.

The cash management and investment program of the Agency is primarily managed by the City Treasurer.
'_Temporarily idle cash is invested in short-term U. S. Government sccuritics and other authorized
instruments permitted under the California Government Code.

Investments are in four separate investment pools based upon the source of funds, the Agency's authority
with respect to the investment of such funds, and liquidity requirements. Investments consist primarily
of obligations of the U.S. Government and its Agencies and money market accounts.

The average daily balance of the Agency’s four investment accounts (D. J. K and L) was approximately
$144 million with an approximate weighted average yield at cost of 3.57 percent for the year ended
December 31, 2002,

The investment policy of the Agency is to maximize investment income consistent with liquidity
requirements and safe and prudent investment practices. This includes the implementation of recognized
portfolio management techniques to enhance income and monitoring unrealized losses or gains. which may:
be incurred relating to the investment pools, and the establishment and enforcement of investment rading
authorizations and limits for the Treasurer's staff. Consistent with a conservative investment strategy. the
Agency does not authorize reverse repurchase activity, and does not invest in high risk securities.

OTHER INFORMATION
Independ dit

The Agency is required to undergo an annual Single Audit in conformity with the provisions of the Single
Audit Act Amendments of 1996 and the U. S. Office of Management and Budget Circular A-133, Audits
of States. Local Governments and Non-Profit Organizations. Information related to this Single Audit.
including the schedule of expenditures of federal awards, schedule of findings and questioned costs and
auditor’s reports on compliance and on internal control over financial reporting are included in a separate
report.

GAARP require that management provide a narrative inroduction. overview and analysis to accompany the
basic financial statements in the form of Management's Discussion and Analysis (MD&A). This lenter of
transmital is designed to complement MD&A and should be read in conjunction with it. The Agency's
MD&A can be found immediately following the report of the independent auditors.

Centificate of Achievement for Excellence in Financial Reporting

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Cerntificate of Achievement for Excellence in Financial Reporting to the Agency for its comprehensive
annual financial report for the vear ended December 31, 2001. The Certificate of Achievement is a
prestigious national award recognizing conformance with the highest standards for preparation of state and
local government financial reports.

In order to be awarded a Cenificate of Achievement. a government unit must publish an easily readable
and efficiently organized comprehensive annual financial report. whose contents conform to program
standards. Such CAFR must satisfy both generally accepted accounting principles and applicable legal
requirements.

A Centificate of Achievement is valid for a period of one year only. The Agency has received a Centificate
of Achievement for the last ten consecutive vears (vears ended 1992 - 2001). We believe our cwent report
continues to conform to the Certificate of Achievement program requirements. and we are submitting it
to GFOA.
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The preparation of this report could not be accomplished without the efficient and dedicated services of
the entire staff of the Finance Department. Their dedication to professional excellence is reflected in an

H 4 h jvve annual financial ranort. We would alen lika 15
IMProvVea comprenensive annual fipanial report. We woulld alse ik

¢ to commend the Agency's
Commuission, the City Council and the County Board of Supervisors for their interest. support of this
substantial effort, and shared commitment to assuring the financial viability of an Agency which remains
progressively comnmitted 1o meeting the economic, redevelopment and housing needs of the communities

We sCrve,

\J//)/Mﬂ//,

ANNE M. MOO
Executive Director

2

N\BE UL L
SATOSHI MATSUDA
Finance Director

Certificate of

A b D4 .
Acrhiovoeomont
d AN A LENS V o ALiLNG ALY

for Excellence
in Financial

Redevelopment Agency,
California

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 2001
A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
governtment units and public employee retirement

systems whose comprehensive annual financial

reports (CAFRs) achieve the highest

standards in government accounting
and financial reporting.

President

By €

Executive Director
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Honorable Members of the Sacramento

City Council, County Board of Supervisors, and
Housing and Redevelopment Commission
Sacramento Housing and Redevelopment Agency
Sacramento, California

INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
aggregate discreiely presented component units, each major fund, and the aggregate remaining fund information of the
Sacramento Housing and Redevelopment Agency (Agency), a component unit of the City of Sacramento, California, 2s
of and for the year ended Decemnber 31, 2002, which collectively comprise the Agency's basic financial statements as
listed in the table of contents. These fi jal are the responsibility of the Agency's management. Our
responsibility is to express opinions on these financial statements based on our audi.

We conducted our audit in accordance with auditing standards generally zccepted in the United States of America and
the standards applicable to financial audits contained in Governmenr Auditing Standards, issued by the Compuroller
General of the United States, Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the fi jal are free of material mxsszalem:m An audit includes exarnining, on a test basis,
evidence supporting the and discl es in the fi An audit also includes asscm.ng the
accounting principles used and significant estimates made by as well 25 evaluating the overall fi
statemnent presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinjon, the financial stalements referred to above present fairly, in all materia) resp the ive fi
position of the governmental activities, the busmess-rype activities, the aggregate discreteiy presented componem units,
each major fund, and the aggregate remaining fund information of the Agency as of December 31, 2002, and the
respective changes in financial position and the cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated May 15, 2003 on our
consideration of the Agency's internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts and prants. That report is an integral part of an audit performed in
accordance with Governmenr Auditing Standards and should be read in conjunction with this repon in considering the
results of our audit,

The Management's Discussion and Analysis (MD&A) and Schedule of Funding Progress on pages 3 through 15 and
page 62, are not a required part of the basic financial statements but are supplemeniary information required by the
Governmental Accounting Standards Board. We have applied ceriain limited procedures, which consisted principally of
inquiries of management regarding methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements of the Ageocy taken as
a whole. The introd y section, ing and individual fund and schedules and the statistical section
are presented for purposes of additional apalysis and are not a required part of the basic fipancial staiements of the
Agency. The combining and individual fund s and schedules have been subjected to the auditing procedures
applied in the audit of the basic financial statements and. in our opinion, is fairly presented, in all material respects, in
relation to the basic financial statements taken as a whole.

Offices located throughout California
1

The introductory and statistical sections have not beea :ubjecwd 10 the auditing procedures applied in the audit of the
basic financial statemnents and, accordingly, we express no opinion on them.

SPaccas, L * 0’%417 ©ur
Cenified Public Accountants

Sacramento, California
May 15, 2003
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Maaagement’s Discussion and Anabysis
December 31,2002

{dollar amounts expressed in thousands)

This portion of the Sacramento Housing and Redevelopment Agency's (Agency) annual
financial report presents a narrative overview and analysis of the Agency's financial
activities for the year ended December 31, 2002. Please read this in conjunction with the
transmittal letter at the beginning of this report and the Agency's financial staterents
following this section. All dollar amounts are expressed in thousands unless otherwise
indicated.

FINANCIAL H

TICHLIGHTS

e The assets of the Agency exceeded liabilities at the end of the 2002 year by $275,508
(nct assets), Of this amount, $196,551 is restricted to specific purposes (restricted net
assets), and $230,027 is invested in capital assets, net of refated debt. The negative
unrestricted net assets of ($151,070) are mainly the result of redevelopment debt that
does not produce capital assets.

o The Agency’s total net assets increased by $16,316 during the year. This increase is
the result of capital asset donations of $11,000 in the governmental activities and
capital asset contributions of $9,998 in the business-type activities.

e As of December 31, 2002, the Agency governmental funds reported combined fund
balances of $186,861, an increase of $61,224 for the year. Approximately six percent
of the combined fund balances, $11,572 is available to meet the Agency’s current and
future needs (unreserved fund balance).

o The long-term debt of the Agency increased by $49,808 in comparison with the prior
year. The Agency entered into a bond issue and master lease agreements with the
City of Sacramento totaling $56,820 which accounted for the majority of the increase.
The new debt issues were offset by a decrease due to scheduled principal payments.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Agency’s
basic financial statements. The Agency’'s basic financial statements comprise three
components: 1) government-wide financial statements, 2) fund financial statements, and
3) notes to the basic financial statements. This report also contains other supplementary
information in addition to the basic financial statemnents themselves.

Government-wide Financial Statements are designed to provide readers with a broad
overview of Agency finances. in a manner similar to a private-sector business.

The statement of net assets presents information on all Agency assets and liabilities, with
the difference between the two reported as ner assets. Over time, increases or decreases
in net assets may serve as a useful indicator of whether the financial position of the
Agency is improving or deteriorating.
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Sacramento Housing And Redevelopment Agency
Management’s Discussion and Analysis (Continued)

December 31, 2002
(dollar amounts expressed in thousands)

The statement of activities presents information showing how net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash
Sflows, Thus, revenues and expenses are reported in this statement for some items that
will result in cash flows in future fiscal periods (e.g., uncollected tax increment and grant
revenue, accounts payable, and eamed but unused vacation leave).

Both of these government-wide financial statements distinguish functions of the Agency
that are principally supported by tax increments and intergovernmental revenues
(governmental activities) from other functions that are intended to recover all or in part a
portion of their costs through user fees and charges (business-type activities). The
governmental activities of the Agency include a variety of federal, state and local housing
programs, community redevelopment programs funded by the federal government,
including both the City and County Community Development Block Grant-Program
(CDBG), low and moderate housing activities associated with the redevelopment project
areas using Tax Increment funds, Community Social Service Programs, and capital
projects which include acquisition and construction of major capital facilities. The
business-type activities of the Agency consist of Assisted Housing, which includes Public
Housing subsidized by the Department of Housing and Urban Development, locally
funded housing projects, and units subsidized by the State of California’s Department of
Housing and Community Development. In addition, the Housing Authority operates the
Housing Choice Voucher (formerly Section 8) Program.

Component units included in the Agency’s basic financial statements consist of legally
separate entities whose inclusion is necessary for fair presentation in accordance with
generally accepted accounting principles. Included within this grouping are: FUND, Inc,
Riverview Plaza Associates, Norwood Avenue Housing Partnership, Sacramento
Housing Development Corporation, and Shasta Hotel Investors Parmership.

The government-wide financial statements can be found on pages 16 - 18 of this
report.

Fund Financial Statements are groupings of related funds that are used to maintain
control over resources that have been segregated for specific activities or objectives. The
Agency, like other state and local governments, uses fund accounting to ensure and
demonstrate finance-related legal compliance. All of the funds of the Agency can be

divided into three categorics: governmental funds, proprietary funds and fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental funds financial statements focus
on near-term inflows and outflows of spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. Such information may be
useful in evaluating the Agency’s near-term financing requirements.

Sacramento Housing And Redevelopment Agency
Management’s Discussion and Analysis (Continued)
December 31, 2002
(doliar amounts expressed in thousands)

Because the focus of governmental funds is narrower than that of the govemment-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental acrivities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Both the governmental funds
balance sheet and the governmemtal funds statement of revenues, expenditures and
changes in fund balances provide a reconciliation to facilitate this comparison berween
governmental funds and governmental activities.

The Agency maintains 100 individual governmental funds. Information is presented
separately in the governmemal funds balance sheet and in the governmental funds
statement of revenues, expenditures and changes in fund balances for the City and
County CDBG funds, City and County HOME funds, City Merged Downtown Debt
Service fund, City Merged Downtown Capital Projects fund and the City Low and
Moderate Merged Downtown Capital Projects fund as each is considered a major fund.
Data from the other governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these non-major governmental funds is
provided in the form of combining statements elsewhere in this report.

The governmental funds financial statements can be found on pages 19 - 24 of this
report.

Proprietary funds include two different types of funds. Enterprise funds are used to
report the same functions presented as business-fype activities in the government-wide
financial statements. The Agency uses enterprise funds to account for City and County
Public Housing Authorities’ operations, locally funded housing projects, units funded by
the State of California’s Department of Housing and Community Development and the
Housing Choice Voucher program. /nternal service funds are an accounting device used
to accurnulate and allocate costs internally among the Agency’s various functions. The
Agency uses internal service funds to account for the internal suppon services of
administrative  divisions, payroll, Community-Social Services staff assigned to
Sacramento County's Departnent of Human Assistance and the Community Services
Planning Council, and self-insurance. Because these services predominantly benefit
govemmental rather that business-type functions, they have been included with
governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statemenis. only in more detail. The City and County Public Housing Authorities and the
City and County Housing Choice Voucher Programs are considered to be major funds of
the Agency. The Agency's two internal service funds are combined into a single,
aggregated presentation in the proprietary funds financial statements. Individual fund
data for the nonmajor enterprise funds and internal service funds are provided in the form
of combining statements elsewhere in this report.

The proprictary funds financial statements can be found on pages 25 - 27 of this
report.
-
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Sacramento Housing And Redevelopment Agency
Management's Discussion and Analysis (Conrinued)
December 31, 2002
(doliar amounts expressed in thousands)

Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. The Agency's fiduciary fund is not reflected in the govemment-wide
financial statements because the resources of that fund are not avaiiabie t support the

Agency’s own programs.

The fiduciary fund finaociai siaiement can be fou
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Notes to the Basic Financial Statements provide additional information that is essential
to a full understanding of the data provided in the govemnment-wide and fund financial
statermnents. The notes can be found on pages 32 - 61 of this report.

Other information. The combining statements referred to earlier in connection with
nonmajor governmental funds, nonmajor enterprise funds, and internal service funds are
presented immediately following the Notes to the Basic Financial Statements.
Combining and individual fund statements and schedules can be found on pages 63 - 137
of this report.

GOVERNMENT-WIDE FINANCIAL ANAYLSIS

The government-wide financial statements provide long-term information about the
Agency’s overall financial condition. This analysis addresses the financial statements of
the Agency as a whole.

As noted earlier, net assets may serve over time as a useful indicator of a government’s
financial position. In the case of the Agency, assets exceeded liabilities by $275,508 at
the close of the most recent fiscal year.

Net Assets
Govavrertal Busnes-ype Toud
AcTivites ACHvites
200 00 e 2001 p.1i4d 2001
Qurrere s other aseers s 3 § 25814 § 3215 S 5310 s 285416 §  2LIM
Capial 5214 2871 179.901 174920 LS 2791
Tomd 332378 268685 185.116 18030 317491 448915
Long-em liabilicies
ESRTAg 215855 {ateen) 82 “n pARE ] Lk o
Orrer liahilities 25977 24865 1.578 1978 7515 268340
Toual lishilities pe 186898 2391 2 231963 1878
Nt aerx
lrvested in cypial s e of
relme] deby 509% 51380 179.088 1K 00 0 D3ASD
Resriced 19576 173565 2808 2916 196.551 176281
Unresnaed (i31.8%) {12958} 29 419 {15107 (1259
Tol na amas b o6 S ST S 1ONS § iTN405 §  ZISs® §  2%iw
6
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Management's Discussion and Analysis (Confinued)
December 31, 2002

(doliar amounts exp dinth ds)

The largest portion of the Agency’s net assets of $230,027 reflects its investment in
canital assets (e.g.. land, buildings, property. and equipment), less any related debt used
to acquire those assets that is still outstanding. The Agency uses these capital assets to
provide services to citizens; consequently, these assets are not available for future
spending. Although this investment in capital assets is reported net of related debt, it
should be noted that resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

The —mniime tmactad tn ancieal ae inoean . H Pt Th
The amount iavested in capital assets increased by $4,577 in the cumrent year. The

business-type activities increased by $5,018 as a result of capital contributions and the
governmental activities decreased by $441 due to deletions, transfers and depreciation.

An additional portion of the Agency’s net assets of $196,551 represents resources that are
subject to external restrictions on how they may be used. Restricted net assets increased
by $20,270 during the current year. The amount restricted for debt service increased by
$5,492, restricted for housing decreased by $461, restricted for community development
increased by $15,312, and restricted for other decreased by $73. The increases in debt
service and community development are a result of the 2002 bond issue and increased tax
increment revenues, which restrict funding for low and moderate income housing and
community redevelopment projects. Notes receivable, operating grants and contributions
and capital grants and contributions also increased.

The negative amount of ($151,899) for governmental activities unrestricted net assets is
primarily the result of the Agency issuing bonds as a Redevelopment Agency. In the
Agency's case, the debt proceeds are used for assorted redevelopment and economic
development projects in the community that are not capitalized. The result is a negative
unrestricted asset. The redevelopment debt will be repaid from future tax increment
revenue. Issuing debt also increased the Agency’s cash and long-term liabilities.
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Management's Discussion and Analysis (Continued) Sacramento Housing And Redevelopment Agency
December 31, 2002 Mapagement’s Discussion and Analysis (Continued)
(dollar amounts expressed in thousands) December 31, 2002

(dollar amounts expressed in thousands)
The following 1able indicates the changes in net assets for govemnmental and business-

activitics, The following graphs show the breakdown of revenue by source and a comparison of
v Changes in Net Assts expenses and program revenues for governmental activities.
Gomm_mnl Busineys-type Tow)
zmmmu- o = Acyivinies = = = Revenues by Source - Governmental Activities

Revenves:
Propam revenucs:

Charges for serviass S 140 0§ LR 0§ 8306 5 7243 S 06 5 8428 Miscellaneous

Operating pranis and contributions 35,002 31473 70,400 58104 105,402 #9.577 5.3% Charges for services

Capital grants nd contributitions 1510 T1.09¢ - - is.510 1.1% ‘ i - 2.1%
General revenues: ~ .

Tax incremenys 25.300 21.751 - - 29.300 1715

Investment camings 438 8206 124 26 4462 1442 Invesimen: eamings _ .- )
Gain on sale of capital exsets - 1365 - - - 1888 4.6% Opetating grants
Miscellaneous 3.025 2.981 - 307 5.025 J288 and contributions
Tow revenues 94118 80.654 79.330 635.390 173.445 146544 . 37.2%
Tax incremenus
Expenses: 310%
Housing operations 6307 6355 - - 6.307 6335
Community development 62,192 45,097 . - 62182 45.097
Community s0cial servicas 13 238) . 31 .88
Loant ard grants . 279 - - - 21%
Local housing - - 3613 2672 3613 2672 Capital grants and
Public howing - - 19,937 19.423 19.937 19,423 contibutions
Housing Choice Vouchers - - 61352 48.436 6].352 41,436 19.7%
Toul oxposas 72227 57.432 84.902 70.531 157.129 127.663 A
Increase (decrease) in na assets
before transkers 21888 1522 (5512 (4.641) 16316 1888
Trensfers (10092 (106) 104952 106 . -
increase (decrease) in net asaets 10,996 23416 5.320 (4.535) 16316 8881 Expenses and Program Revenues - Governmental Activities
Net assats - beginning 91787 53371 177.408 181.940 259.192 240311
Net assets « ending $ 52785 §$ MY 3 182728 $ 177405 § 375508 § 259.192 $70,000
$62.182
. I . $60.000
Governmental Activities. Governmental activities increased the Agency’s net assets by
$10,996. The key elements of this increase are as follows: $50.000
e Operating grants and contributions increased by $3,529 due largely to increases in the $40.000
CDBG and HOME entitlements O Expenses
N $30.000 B Program Revenues
A T‘*———
1
o Capital grants and contributions increased due to a capital asset donation from the $20000 +e o e o
City of Sacramento for $11.000. The Agency sold one parcel of the donated land in . $10.16)
2002 to a developer and also plans to sell the second parcel. $10.000 - “IEI ol ?
i L
e Tax increment revenues increased by $1.549. ‘ $
Housing operati C ity C ity social

. . . . . development services
o The above increases in revenue were offset by an increase of $17.085 in community -

development expenditures. The majority of these expenditures are for land

acquisition for Phoenix Park and Del Paso Nuevo housing projects. Business-type activities. Business-type activities increased the Agency’s net assets by
$5,320. Capital asset contributions in the City and County Public Housing Authority
funds and the Phoenix Park fund are a key factor that contributed to this increase.
Openating grants and contributions increased by $12.296 due to an increase in housing
choice vouchers and had a correlating increase in expenses.

9
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The following graphs show the breakdown of revenue by source and a comparison of
expenses and program revenues for business-type activities.

Revenues by Source - Business-type Activities

Miscellancous

0.0% Charges for services
93%
Transfers _

12.1%

27 ~. _Investment eamings
0.1%

Opersting grants
-and contributions
78.0%

Expenses and Program Revenues - Business-type Activities

$70.000
$61.352 561,784
$60.000
$50,000
“o_m s mem maesiama e et e . .‘.', ) - .—U_ET ———— . —mnan
88 Program Revenues
Sso_m - e a4 s mee =
$20.,000
1
51588 - .
e | R
s L mm
Local housing Public housing Housing choice
vouchers

Sscramenta Houcing And Redevelopment Agency
Mapagement’s Discussion and Analysis (Continued)
December 31, 2002
{dellar amounts expressed in thousands)

FINANCIAL ANALYSIS OF THE AGENCY'S FUNDS

As noted cariier, the Agency uses fund gccownting to enswe and demonsirate
compliance with finance-related legal requirements.

Governmental funds. The general govenment functions are conained in the Special
Revenue, Debt Service, and Capital Project Funds. The Agency does not have a General
Fund. The focus of the Agency’s governmenral funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful
in assessing the Agency’s financing requirements. In particular, unreserved fund balance
may serve as a useful measure of a government's net resources available for spending at
the end of the fiscal year.

The Agency’s governmental funds reported combined ending fund balances of $186,861,
an increase of $61,224 in comparison with the prior year. The major funds listed below
are responsible for ninety five percent of the increase in the combined fund balances and
the nonmajor funds are responsible for the remaining five percent.

The City Merged Downtown debt service fund has a total fund balance of $3,825, of
which $741 is reserved for the payment of debt service and $3,084 is unreserved. The net
increase in fund balance during the current year in the debt service fund was $3,735.
This increase is the result of a sale of capital assets in the amount of $5,100 and is offset
by an increase in debt service principal and interest payments due to the Agency’s 2002
bond issue. :

The City Merged Downtown capital projects fund has a total fund balance of $54,364, of
which $48.926 is reserved for capital projects, $3,099 is reserved to liquidate contracts
and purchase orders of the prior period, $2,591 is reserved for non-current assets, and
($252) is unreserved. The net increase in fund balance during the current year in the
capital projects fund was $43,740. This increase is the result of the Agency's 2002 bond
issue.

The City Low and Moderate Merged Downtown capital projects fund has a total fund
balance of $28.750. of which $16.837 is reserved for capital projects. $658 is reserved to
liquidate contracts and purchase orders of the prior period, $1U,/70 1s reserved for non-
current assets. and $483 is unreserved. The net increase in fund balance during the
current year in the low and moderate capital projects fund was $10.632. This increase is
the result of the Agency’s 2002 bond issue.

The City and County CDBG funds and the City and County HOME funds have no fund
balances.
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Proprietary funds. The Agency's proprietary funds provide the same type of
information found in the government-wide financial statements, but in more detail.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. The Agency’s investment in capital assets for its governmental and
business type activities as of December 31, 2002, amounted to $232,075 (net of
accumulated depreciation). This investment in capital assets includes land, building and
improvements, property and equipment, and construction in progress.

During 2002, the Agency actively acquired real property for two major projects known as
Phoenix Park and Del Paso Nuevo. Phoenix Park is a 900+ unit multi-family condo
complex, of which, the Agency closed or filed eminent domain action on several hundred
units in 2002. While the filing of eminent domain actions requires deposit of funds with
the State Treasurers’ Office, the Agency does not receive ownership of the properties
until the court has approved the sales. Additionally, the Agency closed or filed eminent
domain actions on several parcels related to the Del Paso Nuevo project which is a single
family housing development currently on track to complete 200 homes over the next two
years. The Agency is still completing site acquisition for the next phases of the project.
While the Agency is actively acquiring property in Del Paso Nuevo, the property is not
held by the Agency for lengthy periods. Specifically, the property is subdivided and
ownership is transferred to the developer. Consequently, the Agency’s acquisition and
disposition of capital assets during 2002 resulted in a net increase of less than one
percent.

Capital assets for the governmental and business-type activities are presented below.

Capiml Assets
{ne1 of depreciation)
Governymenal Busincss-type Total Increase/
Agivities Activities (Decrease)
2002 200} 2002 200 2002 2004 Percent of
Change
Land $32758 0§ L1353 S M4 5 MBI 5 47672 § 453516 5.20%
Building snd improvements L6 152 164207 159.990 172469 172312 0.09%
Property and equipment 543 866 780 M 1323 1.615 -18.08%
Construction in progress 10611 8548 - - 10.611 3.348 24.13%
Tow $ 82174 § 52871 S 179.904 § 174920 § 232075 § 227.79% ) .88%

Sacramento Housing And Redevelopment Agency
Mansgement’s Discussion and Analysis (Continued)
December 31, 2002
{(dollar *%p dinth ds)

Long-term Debt. At the end of the current calendar year. the Agency had long-term
debt outstanding of $210,170. This is a net increase of $49.808 from the prior year total
of $160,362,

Governmental notes payable increased due to the addition of six new notes:

e Community Development Block Grant Section 108 note for the rehabilitation of the
Hampton Inn ($550);

¢ Community Development Block Grant Section 108 note for retail development in the
Auburn Blvd. Redevelopment Area. ($250);

o CHFA pote for acquisition of property in Phoenix Park ($985);

¢ County of Sacramento note for demolition and relocation activities in the Aubum
Bivd redevelopment area ($300);

o City of Sacramento Master Lease Agreement for financing redevelopment projects in
the Merged Downtown Redevelopment Area (826,740);

¢ City of Sacramento Master Lease Agreement for financing redevelopment projects in
the Stockton Blvd. Redevelopment Area (83.265).

During the cumrent year the Agency made final payments on two Community
Development Block Grant Section 108 notes and paid off the Library Plaza Group note
payable with sale proceeds.

Governmental bonds payable increased $20,179 due to the addition of a tax allocation
bond for financing redevelopment projects in the Merged Downtown Redevelopment
Area (326,815). During the current year the Agency made final payments on two tax
allocation bonds that were used to finance redevelopment projects in the Alkali Flat
Redevelopment Arca.

Business type mortgage notes payable decreased $37 from the prior year as no new notes
were issued and payment of outstanding principal reduced the year-end balances.

Outstanding Debt
Governmental Business-type Total
Activities Activities
2002 2001 2002 2001 2002 2001
Notespayable $ 59831 § 30165 $ 813 § 85 § 60644 § 31015
Bonds payable 149.526 129.347 - - 149.526 129.347
Toual $ 209.357 $ 159.512 s 813 $ B850 $ 210.170 $ 160.362
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Additional information about the Agency’s capital assets and total long-term debt is
presented in Note IILE. and Note IILF., respectively, to the financial statements on pages
49 - 50 and 51 - 57 of this report.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Agency is a combined Housing Authority and a Redevelopment Agency. As such,
its revenues and expenditures are dependent on external factors such as the assessment of
property values and the availability of federal funding.

As a Redevelopment Agency, the Agency collects tax increment revenues that are based
on growth within each of the thirteen redevelopment areas. Some of these areas, such as
Mather and North Sacramento, are growing very rapidly, while other areas, such as the
Army Depot and Auburn Boulevard, have negative growth, are stagnant, or have low
growth. In general, as long as the local economy continues to grow, tax increment
revenues, in total, are expected to continue to grow at a modest rate. However, budget
problems at the State level have resulted in less tax increment funding available to the
Agency. The 2002-03 State of California budget included the Education Revenue
Augmentation Fund (ERAF), which took money from redevelopment agencies to
increase funding for schools. For the Agency, ERAF charges will amount to $854 for the
2003 year. State mid-year budget discussions are on-going and it is unknown whether
additional ERAF charges will be imposed.

The Agency also operates the Community Development Block Grant (CDBG) and the
HOME programs. Both of these programs are funded by the Department of Housing and
Urban Development (HUD), which in tum is funded by the United States Congress.
Given the current federal budget conditions, it is impossible to predict what the future
revenues for these programs will be. Historically, the CDBG revenues have declined
over the last few years but are increasing for 2003 as a result of the new 2000 census
data. HOME revenues have grown slightly over the same time period but will show a
very slight decrease in 2003.

The incorporation of Elk Grove and Rancho Cordova could result in a decline in revenue
for these programs, which was the case when Citrus Heights became a city. Future year's
revenues are unknown, but are expected to remain constant or decline slightly.

From a Housing Authority perspective, revenues should continue to grow. The
Conventional Housing programs have observed a slow growth over the last few years but
this trend reversed in 2002 and for 2003, HUD subsidics we expecicd io decline slightly.
The Housing Choice Voucher (HCV) programs have grown more rapidiy in the last few
vears and are expected to continue to grow in the near future. For examplie,
administration revenues for this program have grown 93 percent during the six year
period from 1997 10 2002. During this same time period, revenues for the housing
assistance payment portion of the HCV (formerly Section 8) program have grown 103
percent.

Sacramento Housing And Redevelopment Agency
Mazpagement’s Discussion and Analysis (Continued)
December 31, 2002
(dollar amounts expressed in thousands)

As revenues and Agency workload have grown, so have expenses. The number of
empioyees has grown siightly from 2000 to 2002 wiih a very slight decrease in 2003 and
is anticipated to remain stable if funding levels remain constant. Salaries and benefits
will grow as the 2000 Salary Study increases and union agreement Cost of Living
Adjustments (COLA) become effective. Services and supply expenses should grow at a

raic commensuraie with program growih and raies of inflation.

REQUESTS FOR INORMATION

This financial report is designed to provide a general overview of the Agency’s finances
for all those with an interest in the Agency’s finances. Questions concerning any of the
information provided in this report or requests for additional financial information should
be addressed to Finance Director, Sacramento Housing and Redevelopment Agency, 630
1 Street, Sacramento, California, 95814.
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Primary Government

Governmental Business-type Component
Activities Activities Total Units
ASSETS
Cash and investments $ 156,732 S 579 $ 180311 3 326
Receivables (ne1) 11,613 678 12.291 T2
internal baisncas 500 (500) - -
Inventones - 320 320 -
Deferred charges and prepaid tems 1.538 8 1.545 52
R cash and i 8.208 §53 9,161 507
Notes receivable (net) 93.208 179 93,485 -
Advances 10 component units 8,303 . 8.303 .
A to pnmary g - - . 1,000
Capital assets
Land and construction in progress 43,369 14914 58.283 176
> iable buildings and imp 3
and property and squipment, nst 8805 164.987 173.792 14.331
Total assets 332.37% 185.116 517.491 16.464
UABILMES
Accounts payable and accrued liabilities 17,481 621 18.102 147
interest payabla 1.423 - 1,423 -
Defarred revenue 4,927 4,833 -
Deposit and trust lisbility 1,106 951 2,087 68
Advances from primary govemment - - - 8303
Advances from component units 1.000 - 1.000 .
Long-tarm kisbilities:
Due within one year 14,001 4 14,042 5
Due in more than one year 189.654 772 200.426 6.247
Totai liabilties 239.592 2.39% 241,983 14.770
NET ASSETS
Invested in capital assets. net of related debt 50,939 178.088 230,027 632
Restncted for.
Debt service G474 . 9.474 .
Housing 38,14 2,808 40,842 .
Community development 145,968 - 145,968 .
Other 167 - 167 438
Unrestrictad {151.859) 829 {151,070} 624
Totat net assets - 92.783 S 182,725 $ 275508 S 1,694

The notes 10 the basic financial statements are an integral part of this statement
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Statement of Activities
For the Year Ended December 31, 2002
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Program Revenues

Opsrsting Capiial
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Pnmary government:
Governmental activities:
Housing operations S 6.307 s 1,420 H 1.21 $ 7.510
Community development 6z.i862 20 33,070 11,000
Community social services 3.738 500 701 -
Total g | activit 72227 1.840 35.002 18.510
Business-type aclivities:
Local housing 3.613 1.809 1.167 -
Public housing 19.937 6,997 7,449 -
Housing choice vouchers 1.352 - 81,784 -
Totai business-type activities 4 802 8.806 70.400 -
Total primary government [ 157.129  § 10.746  § 105402 § 18.510
c— —=— e
Component units:
Local housing s 2915 § 927 § - 3 50
Total componen units S 2915 § 927 § -3 50
n— —-
O
= General revenues:
O
Tax increment
investment earnings
Miscellansous
Transters, net
Total general revenues and transfers
Change in net assets

Net assets - baginning
Net assets - ending

The notes to the basic financial statements are an integral pan of this statement.
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Net (Expense) Revenue and
Changes in Net Assets

Primary Government

G Busi type Component
Activities Activities Total Units
H 3854 § -8 385 § -
{18,082) - (18.092) -
(2.537) - (2.537) -
(16.775) - (16.775) 5
- 637) (637) -
- (5.491) (5.491) -
- 432 42 -
- {5.656) 15.696) -
(16.775) (5.696) 22.471) B
- - - 11.938)
B - . (1.938)
28.300 - 29,300 -
4,338 124 4,452 s
5,025 - 5.025 764
(10.892) 10,892 - -
27.771 11,016 36,787 799
10.996 5320 16316 11,139)
81.787 177.405 259.192 2,833
3 92783 § 182.725 & 275508 § 1.604_
M E— e

The notes 1o the basic financiat statements are an mtegral pan of this statement.
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070

g and Redevelop Agency

Balance Sheet
Governmental Funds
December 31, 3002
(smounts expressed in thousands)
il Ty Tow
Merged Merged Morged Other - Yot
Chy County Gty County Dowmown Wed
CO8G C0BG NOME HOME Dedt Service Capial Projects Capia! Projects Foads Funds
ASSETS .
Azsets
Cash nd mvesiments s 2302 8 2908 8 " 3 782 1.264 s s2407 8 1067 8 88000 o 148,098
Accourns recervebie {net) “ 2 87 L) . . - 108 200
Property 1xes rcevibie - . : . . 3.1 - - 3847 «mm
Dus from oer funts N - . M N 17 . 3.608 e
Due from other govemments 928 k] 214 15 . . . 2380 4432
Notes recervabis (net) LX ] 3802 18,182 19,31 . 1.390 V.24 38.608 92,088
Advances W other lunds 250 . - . . 1.100 . 1.688 0%
Advences 1o component unts 2700 . - . . 1 1528 3.968 .30
Reatncled cash ang mvestments - - . . “ . . 8.920 1.57¢
Tous! asseis 3 NI I SOOI A M SRS ¥ " TH 1 oS, 3 XL i wmr 3 wur 3 L XTI S 17 X 1
UABILITIES AND FUND BALANCES
Liateietys:
Acxoums peysdle s %3 8 s W 0 3 . 3 [T 3 -8 N s 108
Acorusd lsbivtes ] . . . 1L - . (1] ]
Contracts payable - . - - N - . » 26
Due 15 oiner funds - - - . 138 . 16 220 72
Oue to other gavamments - . . - . 308 . 10.932 11 230
revenue 9.038 5.696 1930 21.m 2 25 4987 62.378
Deposit and Lrust kabsirty . 0 - - . i " 40 1.108
Agvances from other funds 181 ” . - . . 3.167 3.407
Totsl kabrlives 10.758 7428 19 .31 21.321 1,331 [ 07 4 788 88053
Fund balances’
Reserved for.
Capal projects . - . - - “ans .87 3741 102174
Encumbrances - - . . . 3.0 (1} 5. 19wm
Dot sarvice . . . . 741 . . s.a20 7.561
Nor-current azaets - - - . . am 10770 371.578 50.934
Loans . . . . - . . " 1
Housang oparsbons - - . - - - . 209 208
Unreserved. reported .
Specal revenus funds : - - . - - . - 7.082 7.052
Dedt servce hings - - . - 3084 . . {2.879) so9
Capnal projects tunds . - - - . [r. 7] L ] am 3
Totsl Aund balsnces p B - - 3,825 24304 BIK 99922 186,081
Total ubiives and fund balsnces 3 10758 S 7428 3 19341 3 21331 3 SJse 3 45088 5 29137 3 124710 § 272 914

The notes (o the basic Anancial sistements are an Miegrl pan of thus staterhent The notes (0 the basc MNANcial Stlements &7 3n wmegral pan of tus siatement



Sacramento Housing and Redevelopment Agency
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Assets

December 31, 2002

{amaunts exoressed in thousands)

Amounta reported for governmenta! activities in the statement of net asssts are

AR camt hamaiiea:
uinierent BSSause:

Totat fund balances of govemmental funds

Long-term assets are not avaiiabie to pay for current pefiod expsnditure
therefore are deferred in the funds.

4
]

Capital assets used in governmental activities are not financial resources and

therefore are not reported in the funds:

Govemmental capital assets $ 52644
Less: Accumulated depreciation (1.814)
intemal service funds are used by management to charge the costs of
O administration and insurance to individual funds. The assets and kabilities
\ of the intemal service funds are inciuded in governmentsl activities in the
B statement of net assets. The intemal service funds include compenaated
absences of $2,801.
Costs of issuance related 1o bonds and notes payable are reported as current
period expenditures in the funds:
Deferred bond issuance costs
Certain current liabilities are not due and payabie in the cumment period snd
therefore are not reported in the funds:
Interest payable
Long-term liabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported in the funds:
Tax allocation bonds payable $(149,5286)
Notes payable (59.831)
Premium on bonds (1497
Net assets of governmental activities
The notes to the basic fmancial are an integral pan of this L

21

$ 186,861

57,449

50,830

8.381

1,539

{1.423)

(210.854)
$ 52783
neme——
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0

ditures and Ch

t Agency

in Fund Bsl

Governmental Funds
For the Year Ended December 31, 2002

{ Xp n )
Ty
Merged
Chy County Cly County Downtown
cDuG CDag HOME HOME Debt Service
REVENUES
imergovernmantal 3 9748 3 8.808 H 4,108 2437 .
Property taes . . . . 15.104
Rental ncome - o] . . .
Imerest income 4 L] 258 s (3}
Wacelsnecus 1378 816 k2] 4 .
Tots! revenues 11847 197 701 EXE 18 795
EXPENDI
Current:
Housing operations . . . . .
L9 7.807 2,843 ERYss -
Communety scod semces 883 701 . . .
Capitsl outiay 1.242 L1} 2158 . -
Dein servce:
Pracpal retrement - . . . $812
marast * s - - 5967
Relatad cherges - - . - 3%
Sond eauence oSt - . - - .
Totsl expenditures 10.713 8.708 4701 3177 11798
Exceas {geficency) of revenues
over (Under) axpendrtures 29 408 - - 3997
OTHER FINANCING SOURCES (USKS)
Long-term ceit ssued - - . . 739
Premum on reosvelopment bongs - - . . .
Donaton of capris| assats - . . - .
Sale of capeal susats - . . . $.100
Trangters n - . . . -
Transters out {829) (408} . . {6.101)
Total omer Ansncaing sources (uses) 1829} (408) . (262)
Net change m fund baisnces . . - . ns
Fund baisnces. begenning . - . - 20
Fund balsncas, encng 3 R 3 S ) PR | 3025

The notes 10 the basc inancal sistements sre an iMegrs! pen of Ths sistement.

2

Eny Gty Lowl
Werged Mod Merged Other Tow!
CopalProecn  CipeiProjecn  __Funes Fungs
3 - ] - 3 18.548 s 41.340
. . 14,118 9,300
. - ] 26
{10) 33 2822 4.302
23 17 o078 6.012
153 30 36 365 80.980
. . 4688 4685
8.736 se 18.507 48,227
o7 . bR L) 3.738
1.44% . 10.036 15.361
. . 4398 2.910
. . 4924 10.905
. . 314 a3
s 54 0 1639
9.467 1.212 42241 92,098
9314) {1,182} (5.078) {11.118)
40.656 ns7 [ X 12} $9.75%
1219 mn $ 1,501
6.820 . . 8.020
. . . 5,100
4497 - 12.898 17.393
{28) . (10.71y) (18.287)
$3.054 11794 8,993 72,342
' 43,740 10.832 3917 61.224
10,624 0 5.608 125.837
[ $4 364 3 28 780 $ 99 922 3 166.861
— v— e e

The notes 10 the basc Snancial sutements sre ont megrat pant of this sistement
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¥ g and lop t Agency
Reconciliation of the Sht-mcm of Revenues, Expenditures
and Changes in Fund Balances of Govemmaental Funds
to the Statement of Activities
For the Year Ended December 34, 2002
{amounts expressasd in thousands)

of activities are

inthe of activities, the

Govemmental funds report capital outiays 33 exp
£nst of those assets is aliocated over their estmated usefd fives as deprecistion expense:

Capital outlsy
Depreciation expense

Capits! asset donations are not reported in the funds.

The net effact of various lransactions involving capitat assets (i.e., salss and donations) is to dacrease

net assets.
Capits! sssets transferred from g | activities to busi type sctivities are rep: [
inthe c' ivities. The sfers are not rep: inthe g funds
as the amount did nt mvmu\ohndnvdmlnuum
Capital sssets transfarred
Bond proceeds provide current fi ial funds, but issuing debt increases

g
bng-temmmshmmmmmm cwmmmmmdbnp-

term debt are in the g i funds, bui dele and
mmmmmdummmmsmh g in the of
of bond principal Is an inthe g funds, but the repayment
ndum longterm m-u-smmuammovmm
Long-term debt ssued
Principsl repayments on long-term debt
Notes paysble
Tax ahocation bonds payable
Bond issuance costs
Premium on bond issue

Govemmental funds report the effect of muanm oSS and premams wnen dabt is first issued, whetens
these sre defe and nthe of

Amortization of bond issusnce costs
Amortization of bond premium

Interest inthe of doas not require the use of current available
resources, and therefore, is not reported as expendiures in govemmental funds.

Eamed and other not avai 10 ki
are nol recognized in the funds.

liabilties of the current period

Intemal nmu funds are used by mamgemmt to charge the costs of cenain activities, such as
ion and . to tunds. The net expanse of the intemal service funds
with the g

Change in net assets of govemmantal activities (page 16-17)

The notes 1o the basic fnancial statements are an integral pant of this statement.
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$ 15301
588)

$ (59.755)
3,274
6.636
1,639
{1,561)

s {100}
64

$ 61224

14773

4180

9.5Tn

(9.958)

(49.767)

(220)

2,099

Natesad zhemes snd arenaid feme

Invenones
Total current sssets
HonGumenT asues:

Rasincted cash and mvestnans:
Pambngreplacement
inswrance
Restcted Gash

Total restncied sssets

Notes receivabia (net)
Advancas 10 other funds

Capral assets:
Lang
Buikdings and smprovements
Property and squpment
Less accumuiated aeprecistion

Tomi Capmi assats (net of
SCCUMUSINd depreciation)

Toaal noncurrent sssets

Total psaets

depOsits

g and Red

Current kabinties payable from restncaed assety:

Deposat end trust kabiirty
Total current kabxines
Noncurrent hatiites:
Compensated stsencas
Morigege notes peyRtie
Advences from ther funds
Advances from component uat
Tow! noncurrent aabihtes

Total kariives

Nat Assets

fvested « CapRl azsats. net of rriated dedt

Restncted for houmng operavons
Unresncred

Tolal net assets

gency
suhmm of Net A-oh
Propristary Funds
December 31, 2002
{ oxp din ta}
Business tyve | Funos
. N by County Governmental
CRy . Fousimg Re—— St iy
Public Choics Cholce emal
Housing Housing _ Vouchers Vouchers Funds Totat Servics Funas
3 L s . 3 282 1 3 1292 H asre 10.63¢
[T . . n 2 z
- - - n? 649 .
. . 4% . " 481 [}
. - - - . L] -
w - - - - 220 .
1.959 824 451 202 1816 5232 10.72¢
- . - . n be) .
418 27 - - 17 &70 -
as " (14 74 3 210 a2
451 248 87 74 93 953 832
- . - . 179 179 440
- - - - . . 107
T.099 4.240 - . 1,708 14914 0we
107.676 85788 . - 18. 917 212,380 n
2,493 1507 7 7 4.040 1,405
@71.938) (10.023) ™ m {s. 477) (51.430) (1.990)
90132 74519 - 15.250 179.801 1.344
90.583 74767 {14 74 15522 181.033 Ja87
92,542 75891 $38 358 17138 LY. R ¥ 11
37 2 3 7 113 37 33
12 - 1 - 15 1098
. . . . - . 1497
- . 412 - 237 649
. - - ns 1“ ne -
. . . . [ '] .
. . . . T - -
Qe 248 7 74 10 [ 3] -
584 268 538 356 518 2,288 3526
- . . . . - 1.304
- - - . ™ ™ -
- . . - s00 500 -
- . - . . . 1.000
- 1272 1272 2.304
88 268 538 %6 1790 3.540 5830
90,132 14519 - . 14.437 179.088 1,344
1822 904 - . a2 2.808 -
. . - . 228 829 1.037
3 91 354 ] 75 423 3 - 5 E] 15.348 § 182725 3 8 381
oom—— i ————

The notes 1o the Basic financal siatements ace an Megral pan of Tvs slaterment.
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Sacramento Housing and Redevelopment Agency
Statement of Fiduciary Net Assets

Agency Fund

December 31, 2002

o

X 1

Assets:
Cash snd investments
Total assets
Liabilities:
Deposit and trust liability

Total fiabilities

The notes to the basic financial statements are an integral part of this statement.
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Neighborhood
Housing

g anci Redeveiopment Agency
Compming Statament of Net Assets
Component Units
December 31, 2002
¢ n th
Norercod Sacramento Shests
Riverviow Avenve Housing Mowd
Pazx Housing Development investors
Associaws Povtnersnip Corperstion Parmorship Yot
Assem
Lot s poypemnerte s EE EL T 3 L] 1 E~ ]
Acouns recenabis (net) 2 L) - n n
Outerres charpes ang prepasd sems - 4 . 2 2
Vo current sasets T T4 T ¢ » a0
Noncurent assety:
Restncied cash and FwesTnems:
Paimng/repiacement n 195 .- m L)
Nsurance mpound 42 n . 19 -
Vol rastricted asswts. 14 208 - 185 507
AGVEncES 10 [FITEry GOy - - 1.000 - 1.000
Capenl axsats:
Lana - ”e . - AL
Budduigs ang iMprovernems nes 3an - 4348 2150
Propacty srd eepapment 3 - . L] k-]
Loss scosmuined depraceuon {5.12%} {1.088) - {1.350 5N
Total capeal ssemts {ret of
SCOATRANG QHRCISH s.82t 2,383 - 3.055 34.307
Totat noncusTent asset $.035 2.191 1.000 3.188 18.014
Total aseets 2.003 3,162 1.000 .21 16.464
Usblitves
Currera kabiibes:
Acounty seysbie - n - 3 -
Accreed liabiles - 1] - 1 L]
Due o other governments . 1 . . 1
Canrera poruon of long-termn detd . 5 - - 5
Casrent Kaditises payable from restncind sasets.
Deposs snd Fust habisy 2 it . 1 [
Total current kabides. 2 139 - 39 220
NoncuTem ksbarws:
Mortgage nores paysbie o] 1834 - 2.000 487
ASvances from pramary QoverTraem. 7.408 kald 101 . 8
Omar long - lerm obhgauons 92 412 . 76 1.400
Totm poncurrent kateues 8811 2982 101 2,676 14 350
Towsl hetinees 8853 310t 101 2718 14770
Net Assen
VeI CEOAM 2346ts. NN Of rRLMAG OBDY 10 » . a2r “s
Restcred for o n 1 . mn L]
Unrevincted . (e ”» L] ™
Vot net 35018 3 20 3 £ 3 899 3 504 3 1694
— w—

The nOES 10 Tha bate ANaNcasl stalerments &re an Mesl part of this stemen,
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s Housing and Redeveiopment Agency
Statement of Cash Flows
Sscramento Housing and Redevelopment Agency Companent Units
Combining St of R E and C in Fund Net Assets For the Year Ended December 31, 2002
Component Units ( p din
For the Year Ended December 31, 2002
( nits exp din th Ax
Norwood  Sacramento Shasa Aivervs ":""" Sacraments ﬂ“m
Riverview Avenve Housing Hotel [ Housing Development  iveeton
Plazs ng De ASsociats Partnershi Col A Partnership Yotal
A Total Cash fows from 0pentng activites: —mcams _Pomenhip  Coporien  Parmenhi
Opersling revenues: Recsipts from lenants s “2 s 1 3 - 8 1z I ] 3
Service fees 3 . . . 4 4 Recaipts from prmary :vmm 670 . . [} 738
Rental income L] 157 . b2 ” Payments 1o suppinn for goods and sercas oW (L) - (188) o72)
for .
Miscabsneous 870 . i . 764 Poyments t empioysas for aannoes (2 1) (188) (548)
Nst cash provided by (used i ) operang acovibes [7] (14} (1) #9
Tola! oparsting revenues 1.180 188 - 368 1591 Cash fows from NoNCAIB! fancing actvives:
Loansg from primary govemment N4 170 - - 484
Operating expenses:
€ p— 292 . . . 202 Nat cash provided by noncapial Anencng sctivites 314 170 34
Administrative services - L] - 195 286 Cash fows Fom capital 8nd reiaed ARSncng Scovives:
Servicas and supplies 580 n - 120 ™m
Lt 121 1 . 46 18 Repayments of long-trm Eabilves . $) . )
Unikties 2 " a7 Capital conbutons . 0 . 80
Deprecation 343 e - 188 interest pasd (584) 58 - . )
Tola! operating expenses 1.346 266 N 528 2.140 Nt cash used by capital BAG retated Snancing actvites &84y 3] [y
Cash Bows from itvesing achvibes:
Operating loss (186) 101) - (162) {449) ioterest recewed . 20 - 1" k)
Net cash provided by invesing achivites [l 20 11 35
Interest income . 20 - " 3s Net icTeas6 (GICTBRS4) In Caeh and CaSh squivalents (182) 163 - 10 m
merest 611 104 - 80 s
interest axpense o1 o) it Cash and cash equivalens, January 1 I 3 . 10 sz
Totst . 1607) (34) - (49) (740) Cash and cash equiveients, December 31 1 it4 3 —<2% 3 — °§ 199§ ;:__
Loas before contributions (a3 (185) . an 0.189) B ey coah s 0 4 Fopmrand of ot masems: s e s s . -
Rastncied cash and mvestments 14 208 . 188 so07
Capital contributions - 50 - - 50
Tod 3 e 3 726 3 -3 9 3 333
— — —
Changa in net assets (LT 1138) - @ 1.139) Reconciiason of operatng loes 10 net caeh provided by (used in)
Operstng actvites!
Tolal net assets, beginni 1,023 196 899 718 2.333
outn begmning Oparang ioss s (o8 3 oy 3 s e 5 (am)
Tolal net assets. ending $ 230 61 899 504 1.694 AdQusIments 1o reconGle operstng iots 1 Ret cash
Provided by operatng acovibes:
Depreciaton M 18 . 150 334
Tne notes {o the basic Ainancial siatements are an integral part of this statement. Decreass (incraase) in accoums rectvabie [t} 144) . i {50)
increess in deferred champes and prepeid tams (o8} ) N M {81)
increase (decrease) i accounts peysbie (28} 9 - m 2¢)
Incranse w sccsued k . [ - " o
Decrease m due 10 oy govemments . - (] m
IncTaase i Gepost and tnut hatelly - 3 . . 3
Decrease in defermed mvernm @ - m [t}
Totsl acjustments 270 [1] 761 518
Nt cash provioed by (used in) operaeng acovibes 3 W 3 e 3§ - 3 M 3 &0

3o

Tha notes 1 the basic Aancisl SEHAMENT Me 3n ivegral part of tis stement
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Notes to the Basic
Financial Statement

Sacramento Housing And Redevelopment Agency
Notes to the Basic Financial Statements
December 31,2002

(dollar amounts expressed in thousands)

1. Summary of Significant Accounting Policies

A. Reporting Entity

The Sacramento Housing and Redevelopment Agency (Agency) is a joint powers agency that includes the Housing
Authorities of the City and County of S and the Redeveiop Agencies of the City and County of
Sacramento, which are responsible for the development and implementation of housing, redevelop and seiected

economic development programs and activities for the City and County of Sacramento.

The Agency serves as the fiscal agent/administrator for the following four legal entities: The Housing Authorities of
the City and County of Sacramento, and the Redevelopment Agencies of the City and County of Sacramento. The
Housing Authorities of the City and County were formed in July 1939 and June 1940, respectively. The Redevelopment

Agencies were formed in September 1950 and September 1974, respectively. Additionally, the Agency has served as
the admini: of the C ity Development Block Grant Programs for the City and County of Sacramento since
June 1982.

The goveming boards of the Agency include the City Council of the City of Sacramento (City), the Bom:l of Supervuors
of the County of Sacramento (County), and the S: Housing and Redevelop C

The City Council, acting as the City Housing Authority and the Cuty Redevelopment Agency. approves all City relned
agenda items. The County Board of Supervisors, acting as the County Housing Authority and the County
Redevelopment Agency, approves ali County related agenda items. The Commission also serves in an advisory capacity
for each entity. The Commission has operational authority within the budget and policy direction approved by the City
Council and County Board of Supervisors.

The Agency nas been classified as a biended comp unit of the City of Sacramento because of the Ciry's financiai
and operational relationship with the Agency. The Agency's governing body is substantively the same =< the City's
govemning body.

The Agency has defined its reporting entity in accordance with Governmentai Accounnng S!andards Board (GASB)

Statemnent No. 14, “The Financial Reporting Entity," which provides guid for d g which go
activities, organizations, and functions should be included in its reporting entity. The componem units discussed in the
following paragraphs are included in the Agency's reporting entity b of the signifi of their operational or

financial relationships with the Agency. Blended component units, although legally separate entities are, in substance,
part of the government's operations. The discretely presented component units are reported in a separate column in the
government-wide financial sutemenls (see note bclow for description) to emphasize that they are Jegally separate from

the Agency, Complete fi of ir p units can be obtained from the Finance Deparument
of the Agency.

Blended Component Unit

Foundation Uniting Needs and Dollars (FUND, Inc.) - A nonprofit corporati blished to maintain or aid

charitable activities serving the public. It is a component unit of the Agency because the purpose of this corporation
isto promote and support ¢ the activities and programs. of the Sacramento Housmg and Redevelopmem Agency. The
DOI’U Dl ulrcnurs Ol rUNU lllC IS EDmPﬂiﬂQ D( lﬂ: pers UI I.I’IC Ci i .‘\Clln" ll’| IIS Clpuﬂy as “\C
Board of Directors. the Commission approves the FUND. Inc. budget. The Executive Director of the Agency
serves as the Executive Director of FUND. inc.

v
~
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Discretely Presented Component Units

Riverview Plaza Associstes (RPA) - A California limited partnership created to provide affordable housing to
seniors with limited income. It is a2 component unit of the Agency because one of the governing boards of the
Agency (the Board of Supervisors) serves n the Board of Directors of the general partner. Additionally, it is s
p unit b through the Agency is responsible for all financial
tudi g of daily operations. Finally the Agency has g\uumeed to fund up to 3 maximum of $658
per year 10 cover obligations of the RPA, to the extent that RPA revenues are inadeq The g agr
terminates on January 1, 2005.

Norwood Avenue Housing Partnership (Partnership) - A California limited parmership crested to provide
affordable housing to families with limited income. The Partnership is comprised of the following entities: (1)
Norwood Avenue Housing Corporation. a nonprofit corporation with a governing board comprised of the Executive
Director of the Agency and two Agency siaff, as general parmer; (2) Housing Allies, Inc., a Delaware corpomion
a8 an additionat general parmer; (3) Housing Authority of the City of Sacramento as the initial limited parmer, and

(4) Housing Allies Credu Parmers -Norwood, a California limited pmnershlp as limited parmer. Itis a componcnt

unit b hrough ual g the Agency bears responsibility for financial and op
of the project.
Sacr Housing Develop Corporation (SHDC) - A nonprofit corporation created to serve as the

general parmer of RPA (component unit described above). It is a component unit of the Agency because the
goveming board of the SHDC is comprised of the members of one of the govemning boards of the Agency, the
County Board of Supervisors. The Redevelopment Agency of the City of S: is legally obligated to finance
any deficits of SHDC. The Executive Director of the Agency also serves as the Executive Director of SHDC.

Shasta Hotel lavestors Partnership (Partnership) - A Califomia limited parmership created for the purpose of
consgucting and operating an 80 unit rental housing project in Sacrumento, California. The Pmnmhip is
comprised of the following two entities: (1) Shasu Hotel Corporation, a nonprofit corporation with a govemmg

board comprised of Agency staff and rep es of selected nonprofit housing and social service entities as
managing general parmer and (2) National Equiry Fund 1992 limited parmership, a Cahfomu limited partnership.
ftisa p unit b the g ) partner’s governing board members serve at the direction of the

h 1

Executive Director, and th
mauers of the Parmership.

g the Agency is responsible for fi | and op

B. Government-Wide and Fund Financial Statements

The gover ide fi ia) (i.e.. the of net assets and the statement of activities) report
information on all of the nonfiduciary activities of the primary government and its component units. For the most part,
the effect of interfund activity has been removed from these statements. Governmenial activities, which normally are
supported by taxes and intergovernmental revenues. are reported sep ly from busi type activities, which rely
to a significant extent on fees and charges for support. Likewise. the primary government is reported separately from
certain legally separate component units for which the primary govemment is financially accountable.

The statement of activities demonstrates the degree to which the direct exp of a given function are offset by
program revenues. Direct expenses are those that are clearly identifiable wuh a speCIﬁc function. Interest expense
relating to governmentai notes and bonds payabie are reported as y develop p as these exp

are essential to the ongoing operations of those prog . Prog revenues include 1) chzrges to customers or

spplicants who purchase, use. or directly benefit from s goods. services. or privileges provided by a given function and
2) grants and contributions that are restricted to meeting the operational or capital requirements of a particular function.
Taxes and other items not properly included among program revenues are reported instead as general revenues.

[
w
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Separate fund financial statements are provided for govemmcnul funds. proprictary funds. and fiduciary funds. even
though the latter are exciuded from the gover -wide fi Major mdmdual governmental funds

and major individual enterprise funds are reported as sep b in the fund fi
C. Measurement Focus, Basis of A ing, and Fi ial St Pr
The g ide financial d using the icr focus and the accnual

blsns of accounting, as are the proprietary fund lnd fiduciary fund fi ial Revenues are recorded when
carned and expenses are recorded when a liability is incurred, regardless of the timing of related cash fiows. Property
taxes are recognized as revenues in the year for which they are levied. Grants and similar jtems are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Gover | fund financial are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the current period or soon enough thereafter
to pay liabilities of the current period. For this purpose. the Agency considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a liability
is incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.

Properry taxes, interest, cerin state and federal grants and charges for services are accrued when their receipt occurs
within sixty days after the end of the accounting period so as to be both ble and available. Al other d
items are idered to be ble and available only when cash is received by the Agency.

The Agency repons the following major governmental funds:

The City and County Community Development Block Grant funds account for a variety of capital projects and
community service activities for mrgeted areas within the City and County of Sacramento, and federal and state loan
programs on behalf of the federal and state govemments.

The City and County Home Investment Parnerships Act (HOME) funds account for the activities of
programs/projects to provide more units of low-income housing in the Ciry and County of Sacramento.

The City Merged Downiown Debt Service fund for the iation of monies for payment of interest
and principal on bonds, notes and loans issued to finance capital improvements and redevelopment within the City
Merged Downtown project area.

The City Merged Downiown Capital Projects fund accounts for the financing and construction activities of capital
improvements in the City Merged Downtown project area.

The City Low/Mod Merged Downtown Capital Projects fund for the financing and ion activities
of low and moderate housing capital improvements in the City Low/Mod Merged Downtown project area.

The Agency reports the following major enterprise funds:
The Citv and County Public Housing funds account for the activity of the low-income rental units operated by the

Agency within the City and County of Sacramento. This is a program subsidized by the U.S. Department of
Housing and Urban Develop

The Clrv and County Housing Choice Vouchers funds account for various U.S. Department of Housing and Urban
De programs that subsidize private landlords to house low-i households within the City and County
of Sacramento.
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Additionally, the Agency reports the following fund types:

Itammal savvica funde are uced 1a account for the costs of i e and lated funds for phic events
and the ﬁnancin; of goods ar services provided by one deparunent to other departments of the Agency and to other
government units, on a cost-reimbursemnent basis.

The Neighborhood Housing Services Agenzy fund is used to account for resources held on be_hnlf of Sacramento
Neighborhood Housing Services (NHS). NHS is a non-profit corporation whose purpose isto improve and restore
neighborhoods throughout Sacramento County, primarily for the benefit of the neighborhood residents.

£t d

Private sector standards of accounting and financial reporting issued prior to D ber 1, 1989. g lly are e
in both the government-wide and proprictary fund financial statements 1o the extent that those standards do not cqnﬂm
with or ¢ dier guidance of the Gover ] A ing Standards Board. G 8lso have the option of

following subseq private-sector guid for their busi type activities and enterprise funds, subject to this same
limitation. The Agency has elected not to follow subsequent private-sector guidance.

Eliminations have been made to minimize the double ing of i | activities in the govemment-wide financial
statements.

Amounts reported as program revenues inciude 1) charges to customers or app!iul}ls for'goods.“ser:rifg m; privileges
provided, 2) operating grants and contributions, and 3) capital grants _md ¢ b . )

are reported as general revenues rather than as program revenue. Li . g revenues
revenues.

lude tax i

Proprietary funds distinguish operating revenues and exr from ing ittms: {‘, i g revenues and
expenses generally result from providing services in cc i MIWMd'smwmgomom.
The principle operating revenues of the Agency’s emerprise funds are rental income fmm its p}l.?llc h_ousmg units.
Operating expenses for enterprise funds include employee services. services and supplies. administrative expenses,
utilities, depreciation on capital assets and housing assi pay to landiords. All revenues and expenses not
meeting this definition are reported as nonoperating revenars and expenses.

When both restricted and icted are available for use, it is the Agency’s policy to use resticted resources
first, then unrestricted as they are needed

D. Assets, Liabilities, and Net Assets or Equity
L. Cash and Investments

Cash and investments. except those which must be legally segregated, are pooled together and ma{u;cd by the Cn_y
Treasurer. The share of each fund in the pooled cash is sep Iy d for mq earned.:s
apportioned monthly to funds that are legally required to receive interest based on the thlfonshsp of a fund's d.auly
balance to the total of pooled cash and investments. The balance of pooled cash is r‘namumed at 2 level sufficient
10 meet current operating requirements. Cash in excess of current requirements is invested. Investments for the

Agency are ctated ar fair value. hased on quoted market prices.

The City Treasurer manages investments of the Agency (except for funds held with fiscat agents) and is responsible
for the regulatory oversight of the pool. The Sacramento City Council (City Council), by Resolution 89-!?7 an_d
95-108. has adopted i guidelines that are generally consistent with the requirements of California
Government Code Section 53601, aithough they do differ by allowing cerain invesments not wchori‘md by that
section. These resolutions were adopted by the City Council under the authority of the Sacramento City Charter.

Sacramento Housing And Redevelonment Agency
Notes ¢o the Basic Financial Statements (Continued)
December 31, 2002
(dollar amounts expressed in thousands)

pur'mg the year ended December 31, 2002, the Agency formally
in compliance with Section 53601 and on March 18, 2003, 2 reviced inv
Council.

Investments of funds serve to maximize investment i and are plished by various 4ot Fanain)

tnstitutions vested with responsibiliry for tdministering funds under the convol of the C ity Treasurer. The fair

value of investments is determined monthly. The value of the pooied shares in the Cj i

thly. ty and with the Local Agen
lf:vm:'nemh Fund E'LAIE that :ay be withdrawn is determined on an amortized cost basis, which is diﬂ'tlvnflh:ny
i value, bt ic adjucted 1o the fir value st year<nd. However, the fair vaiue of the A ” ition i
is!hesunen!hevalueoflhepoolshues. 2o o1 Agemcy's postiann the pool

2. Receivables and Payables

Activity between funds that are representative of lending/borrowing armangements outstanding at the end of the
fsnl year are referred 10 as either “due to/from other funds™ (e, the cument portion of interfund loans) or

advances to/from other funds™ (i-¢., the non-currem portion of imterfund loans). Any residua balances outsanding
between the governmental activities and business-type activities are ported in the gov ide fi ial
statements as “internal balances.”

Advances berween fu.nds. u rep?md in the fund financial statements. are offset by a reservation of fund balance
for noncurrent assets in app gover ental funds to indicate that they are not available for appropriation and

are not exp available fi r

Th‘ Agepcy Teceives property tax revenue in the form of tax i . Tax i are derived from the
tncrease in assessed value of tax rate areas from the date first established s a redevels lm to dw— cum-n;
da!e.muhlphtdby!heltﬁmmc.mpmpmylaxme, 10 the state itutior is 1% of d value

plus any amount necessary t provide coverage of debt established prior to 1977. Taxes are levied by the
Sacramento County Assessor and become a fien ©n property on January | and are payable in two installments oa
November | and Februaq 1. Taxesb deling December 10 and April 10. The County bills and collects
Pproperty taxes and apportions them to the relevant public entities periodically during the year. The County utilizes
an alternative method of distribution of Ppropesty tax levies and assessments known as the "Teeter Plan.” The State

The _ballnce of property taxes receivable at December 31 represents current accrued property taxes, which were
received from the County within 60 days of the Agency's year end.

Nmes.r.cce.ivable amounts primarily represent loans made for redevel p ic develop and property
rehabilination. A committee of the goveming body approves deferral of payments. The Agency has created an
allowance for loan losses for notes that the Agency has identified as p ially liectible. )f the

become uncollectible. they will be written off and charged against the allowance when the determination is made.
The allowance for loan losses as of December 3 1.2002 was $3.449.

Amounf.q reported as dtf: fron} other governments represent receivabies from federal. state, and local governments
for various programs including $939 due from the City of Sacramento and $757 due from the County of
Sacramento.

3. Inventories and Prepaid ltems

inventories are stated at cost using the first-in. first-out method in the proprietary funds. Inventories are recorded

as expenditures when consumed rather than when purchased.
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Prepaid items represent costs for goods and/or services. which will benefit periods beyond December 31, 2002,
4. Restricted Cash and Investments

Cermain proceeds of debt issues, as well as cermain resousces se1 aside for their repayment, are classificd as restricied
assets on the balance sheet because their use is limited by applicable debt covenants. In addition, certain cash and
investments are restricted by grantors for replacement, tenant security deposits and i ce impounds. The total
restricted assets on the government-wide statements equals $9,668 of which $8,418 represents cash and investments
restricted by debs covenants, $512 is for replacement and $738 is for 1enam security deposits and insurance
impounds.

5. Capital Assets

Capital assets, which include land, buildings and impr and property and eqmprnenL are reported in the

pplicabie gover lorb type activities col in the gover -wide fi Capital
assets are recorded at the lower of actual historical cost or fair market value (as of the date donated for contributed
assets). Capital assets are depreciated using the straight-li hod over the following estimated useful lives:
Buildings and improvements 40 years
Property and equipment 51to 10 years

It is the policy of the Agency to capitalize all land, buildings and impr and property and equipment with
an initial cost of more than §5. Interest incurred during the construction phase of capital assets of business-type
activities is reflecied in the capitalized value of the asset constructed, net of interest eamned on the invested proceeds
over the same period.

The costs of normal maintenance and repairs that do not add 1o the value of the asset or materially extend assets
fives are not capitalized.

In the government-wide statements and in th: pmpnewy funds financial statements, costs of assets sold or retired

(and refated of I ) are eliminated from the in the year of sale or retirement
and the resulting gain or loss is includ 4 in the op g of the reiated fund. In govemmenul funds, the
proceeds of the sale of general capital assets are included in the of re , eXp and chang

in fund balances.
6. Compensated Absences

An employee accumulates vacation time in accordance with the employee's respective "Memorandum of
Und ding". The of v vested and accrued depends on years of service and date of hire. Vacation
vested may be accumulated up to various maximum hours and is paid in full upon l:rmmauon or retirement. Sick
leave time may be accumulated without limit. Upon termination. a repr d employee in good standing after ten
vears of continuous service may receive in cash the value of twenty percent of accumulated sick leave “hours. At
retirement, a represented employee may convert unused sccumulated sick leave towards retirement service credit
or receive in cash the value of twenty percent of the accumulated sick leave hours. Upon terminstion an
unrepresented employee in good standing after three years of continuous service may receive in cash the value of
one-third (33.33%) of accumulated sick leave hours. At retirement an unrepresented employee may convert all
unused sick leave towards retirement service credit or receive in cash the value of one-third (33.3%) and convert
the balance of unused sick leave 1o retirement service credit. Annually, employees with an accumulated sick leave
balance of 500 hours or more, and who have used 24 hours or less of sick leave by December 1 of the current
calendar year. may receive in cash the value of up to 16 hours sick leave by December 31.

<
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For governmental and proprietary fund types. accrued vacation and sick pay are charged as an expenditure/expense
in the period earned. The related liability is recorded in the internal support intemna) service fund.

7. Deferred Revenue

Governmental funds repon deferred revenue in connection with receivables for revenues that are not considered
10 be available to liquidate liabilities of the current period and when resousces are received before the Agency has
s legal claim to them.

8. Long-Term Obligations

In the gover -wide financial and proprietary fund types in the fund financial statements, long-term
debt and other long-term obligations are reported as lisbilities in the applicable go | acrivities, busi
type activities, or proprietary fund type statement of net assets.

Bond premiums and di as well as i costs, are deferred and amortized over the hfe of !he bonds using
the eﬂ'ecuve interest method. Bonds payable are reported net of the applicable bond p ord

L

In the fund financial g | fund types ize bond premiums and di as well as bond
issuance costs, during the current period. The face amount of debt issued is rcponed as other financing sources.
Premiums received on deb\ issuances are reported as other fi ing while d on debt i are
reported as other fi g uses. | costs, whether or not withheld from the actual debt proceeds received,
are reported as debt service expenditures.

9. Fund Equity

In the fund fi ial ) funds repor reservations of fund balance for amounts that are not
available for appropriation or ue leg:lly restricted by outside parties for use for a specific purpose.

10, Statement of Casb Flows

For the purposes of the statement of cash flows. cash and cash equivalents have been defined as all highly liquid
investments (including restricted cash and investments) with a maturity of three months or less from the date of
pwchase and pooled cash.

11. Estimates
The preparation of basic fi ial in conformity with ing principles g lly pted in the
United States of America requires 2 10 make estil and ptions that affect cenain reported

amounts and disclosures. Accordingly, actual results could differ from those estimates.

A. Budgets and Budgetary A

rdship, Compli snd A bility

The annual budget of the Agency is adopted on a calendar year basis. Prior to December 1. the Executive Director
submits a proposed operating budget to the governing bodies for review and approval. The budget is legally enacted
through passage of a resolution prior to January 1.

The budget adoption resolution specifies that the legal level of budgetary control is at the fund level. Budgeted
expenditures represent original appropriations adjusted by I | budgetary appropriation amendments.

L



1£-0

Sacramento Housing And Redevelopment Agency
Notes to the Basic Financial Statements (Continued)
December 31, 2002

(dollar amounts expressed in thousands)

Management has the authority 1o overexpend appropriations at the function or deparmment level without additionat
approval of the governing bodies as long as the total appropriations for the fund are not exceeded.

The Executive Director is authorized to wansfer up to $100 per ransaction, within a fund without additional approval
of the governing hoards. In addition, the Executive Director has been delegated the authority to amend the budget for
federally funded programs as approved by federal departments and for 3 variety of social services grants identified in
the budgcv.. provided that the grantor is fully funding the augmentation. The Executive Director has authority to allocate

1= fand halances ts accounts heid for funms Fm}»n or 1 reduce huda-n chortfalls in any ather

HR
and wansfer any available fund balances o accoun!

fund balances up to $50, provided monies so used are not restricted by law or regulations rela!ed to the funding source.

d b

Encwnbrance accounting is used during the year for b y conwrel. E outstanding at year-end do not
constitute expenditures or liabilities, but rather, a reservation of fund balance. The Agency honors contracts represented
by year-end brances in the sub year's appropriations provided that the Agency has adequate funding to
complete these mansactions. Encumbrance appropriation carryovers are limited to the balance remaining of operating
budget appropriations. All other operating budget appropriations and encumbrances lapse at year-end.

Annuzal budgets are not adopted for the Agency’s major special revenue funds but are adopted on a project length basis
which may extend over several years. Annual budgets arz adopted on a modified accrual basis for all Debt Service
funds, Local Tax Special Revenue funds and Housing Special Revenue funds, except for the Revenue Bond Program,
City and County Drug Eliminarion funds, FUND, Inc.. and City and County Credit Check funds. The adopted budgets
for the Comumunity Development, Tax Increment, Revenue Bond Program and City and County Drug Elimination
Special Revenue funds and for the Capital Project funds are adopted on a project length basis which may extend over
several years. The City and County Credit Check funds were combined in an Enterprise fund in prior years and it was
determined for the current vear that they should be separated out and presented in Special Revenue funds. A budget
was not adopted in the current year but will be adopted in future years. A budget is not adopted for FUND, Inc. since
it is a blended component unit of the Agency. Additionally, although not legally required, the Agency adopts annual
budgets for the Enterprise, Internal Service. and Component Unit funds,

For fmanual repomng purposes, budgetary mformatmn is presented on the modified accrual basis of accounting

c with g principles g ly pted in the United States of America for those special revenue funds
and debt service funds which have annual budgets.

B. Excess of expenditures over appropriations

For the year ended December 31, 2002, certain funds had the following expendirures in excess of budgeted
appropriations at the fund level:

Special Revenue: Debt Service:
General Housing Reserve s City Richards Boulevard s 28
County Mather Transitional Housing 17 City/County Aubum Boulevard 42
City Public Housing Homeownership 196 City Army Depot 27
City Local Tax 2 City CDBG 2

Fund expenditures exceeded budget appropriations in General Housing Reserve, County Mather Transitional Housing.
City Public Housing Homeownership. and City Local Tax due to unanticipated operating expenditures. City Richards
Boutevard. City/County Auburm Boulevard. Army Depot. and City CDBG had unanticipated interest and debt service
related fees.
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C. Net Assets/Fund Balances

The government-wide and proprietary fund financial statements utilize a net assets presentation. Net assets are

cateoorized ac invedrad in caniral acears (net of related debt) reetrictad and unracmrictad

categonzec ac invegiel I £aniTal assafs (not oI relatec Codi), resinctes ang unrestncied,

Invested in caprml assets, nef o/ related debt - Thls calezor\ zroups al! capital assets into one component of net
asscis. A d depr and the b of debit that are atgibutabic o the acquisition,

construction or improvement of these assets reduce (he balance in this category.

Restricted net assers — This category presents external restrictions imposed by creditors, grantors, contributors or
laws or regulations of other governments and restrictions imposed by law through constitutional provisions or
enabling legislation. Of the restricted net assets, $167 in the governmental funds and $195 in the Component Unit
funds are categorized as orher. The amournt in the governmental funds is restricted for expenditures relating to the
Shasta Hotel. The amount in the Component Unit funds are for operating and replacement reserves.

Unrrestricted net assers — This category represents net assets of the Agency, not restricted for any project or other
purpose.

In the fund financial statements, reserves segregate portions of fund balance, which do not represent expendable
available resources or are legally segregated for a specific furure use. The remaining pontion is unreserved fund balance.

A summary of reserved and unreserved fund baf for the gover | funds is as follows:

Reserved for: Amount Unreserved. reported in: Amount
Capital projects $103,174 Special revenue funds s 7,852
Encumbrances 13393 Debt service funds 509
Debt service 7.561 Capital projects funds 3211
Non-current assets 50,936 Total unreserved
Loans 16 fund balance 11,572
Housing operations 209

Total reserved fund balance  §125289 Total fund balance S186.861

D. Deficit Fund Equity

The following governmental funds have deficit fund balances:

Special Revenue: Debt Service:

Community Development: Ciry Richards Boulevard $204
City CalHOME S84 County Walnut Grove 308
County CalHOME 93 City/County Franklin Boulevard 264

City/County Aubum Boulevard 358

Tax Increment Low and Moderate Income Housing: County Mather/McClellan Merged 2115

City Low/Mod Alkali Flat 116 City Army Depot 332
City Northgate 40
City 65* Street/Folsom Boulevard 250

The deficit fund balances within the special revenue and debt service funds noted above will be funded by future tax

increment revenues and transfers from other funds of the Agency.
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111, Detailed Notes on All Funds

A. Pooled Cash and Investments

At December 31, 2002, the carrying amount of the Agency's deposits is $753 and the bank balance is $3,693. Of the
carying amount, $326 represents deposits of the Agency's discretely presented component units. Of the bank balance,
$913 is covered by federal depository insurance, $2,456 is collateralized with securities held by the pledging financial
institution at 110% of the deposits, in accordance with the State of California Government Code and held in the
Agency's name and $324 is uninsured and uncollateralized. Those amounts which are uninsured and uncollateralized
are held with state and federal agencies.

The Agency’s total invesmment in the LAIF, managed by the Treasurer for the State of California. at December 31, 2002
is $40,000. The total amount invested by all public agencies in LAIF at December 31, 2002, was $56.211,703. Inclided
in LAIF’s invesament portfolio are certain derivative securities or similar products in the form of structured notes,
totaling $396,578, and asset-backed securities totaling $942.158. The Local Investment Advisory Board (Board) has
oversight responsibility for LAIF. The Board consists of five members as designated by State Statute.

For financial reporting purposes, invesuments are categorized 10 give an indication of the level of custodial credit risk
assumed by the entity at year-end. Category 1 includes investments that are insured or registered or for which the
securities are held by the Agency or its agent in the Agency's name. Category 2 includes uninsured and unregistered
invesaments with securitics held by a counterparty's rust deparmment or agent in the Agency’s name. Category 3 includes
uninsured and unregistered investments for which the securities are held by a counterparty’s wrust department or agent,
but not in the Agency’s name.

At December 31, 2002, the Agency’s investments are classified as Category 1 investments as presented below:

Categorv | Ipvesuments Fair Valye
U.S. Government and Agency Securities $50.216
Corporate Notes 470
Total Categorized Investments 50,686
Uncategorized fnv & d D its
Investment in State Treasurer’s Pool (LAIF) 40,000
Investment in City of Sacramento's Treasurer Pool A 2127
Nations Treasury Fund 307
Money Market 57,298
Deposits 753
Total £170.318
41
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B. Receivables

Receivables as of year-end for the Agency's governmental activities on the statement of net assets are as follows:

ceoyn!
City CDBG $ 4
County CDBG 28
City HOME 57
Counry HOME 53
City Merged Downtown.

Debt Service -
City Merged Downtown

Capital Projects .
City Low/Mod Merged

Downtown Capital Projects .
Nonmajor funds 106
Internal Service 22

Toul 810

Due from
Property other
JJaxes  govemments

$ 925
768
214
165

2,380
68
420

Toul

receivables

796
2N
218

3.136

6133
— 0
161

Generally notes receivable are not expected to be coliccted within one year.

Gross
notes
recgivable

§ 4.498
3859
19.201
19.950

1.535

9.290
37942
—&0

Allowances
for

loan losses

3 (49
(167)
(1.049)
(659)

(145)

(46)
(1.334)

10.449)

Net notes

receivable

$ 4.449
3.692
18.152
19.331

1390

9.244
36.608
440

Receivables as of year-end for the Agency’s business-type activities on the statement of net assets are as follows:

Gross
accounts
seeivable
City Public Housing
Authority $ 98
County Public Housing
Authonry 64
Ciry Housing Choice
Vouchers .
Nonmajor Funds i)
Toual k3]

Allowances
for

uncoltectibles

$(10)

(]

AR

42

Net Due from
accounts other
recgivable
§ 88 s -
58 -
- 431
il -0
217 pEL]

Net
Toul

govemments  geeeivables

s 88
58

451
s 3
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Sacramento Ha.usi?g Aad Redevelepment Agency Sacramento Housing And Redevelopment Agency
Notes to the Basic Financisl Statements (Continued) Notes to the Financial Statements (Continued)
December 31, 2002

. December 31, 2002
(dollar amounts expressed in thousands) (dollar amounts expressed in thousands)

C. FPayabies
D. Interfund Transactions
Payables as of year end for the Agency’s govemnmental activities on the statement of net asscts are summarized as

follows: The composition of interfund bal. as of D ber 31, 2002, is as follows:
Due to/from other funds:
Due to Net
Accrued Other Towal Receivabie Fund Pavabdie Fupd Amouni
Accounts Liabilitjes Conwacts  Governmen Payables
City Merged Downtown Capital Projects Nonmajor Governmental Funds s 7
City CDBG § 753 $ 8 s - s . s Z:: Nonmajor Governmentai Funds Nonmajor Govemmental Funds 2263
Counry CDBG 6':(') : : i 0 City Merged Downtown Debt Service 1316
gn’y HO}:A:ME 2 A 20 City Low/Mod Merged Downtown Capital Projects 116
ounty - N
Ci%eh!;e;ge:’i?eowwm ) 15 . R 15 City Public Housing Enterprise Fund  City Housing Choice Vouchers Enterprise Fund 412
Cgp?'::[’g::j?;“wwn 03 i} N 308 401 Nonmsjor Enterprise Funds Nonmajor Enterprise Funds 37
Nonmajor Funds 2.591 65 26 10,922 13,604
Internal Service 33 -1.096 —_ = 2029 361
Touwt g nat §1.184 £26 $11.230 $12.48) The majority of these amounts are negative cash reclass entries (51.648), amounts due from the City Merged Downtown

debt service fund to the City Low/Mod Merged Downtown special revenue fund ($1,316), and amounts due from the
Alkali Flat debr service fund to the Alkali Flat capital projects fund ($936). These debt service funds had cash that was

not needed to repay debt so the excess was ransferred to other funds to be used for projects.
Payables as of year end for the Agency's business-type activities on the statement of net assets are summarized

as follows:
Advances from/to other funds:
Due to Net
Accrued Other Toul Recei nd e Fu _Amount
ccounts Liabilities  Governments Paxgbles
Internal Service Funds City CDBG $ 16}
County CDBG K4
City Public Housing Authority 5137 s12 5 - 514 Nonm'Zjor Govemmental Funds 831
County Public Housing Authority 20 - - gg
g:{‘mlr;s:,‘,if: acl;:,i\:: uvc:::,m 39/ - 275 282 City CDBG Nonmajor Governmental Funds 250
Nonmajor Funds ik 2 -t il " .
Ciry Merged Downtown Capital Project Nonmajor Enterprise Funds 500
Total 5184 £13 s289 1821 Nonmajor Governmental Funds 600
Nonmajor Governmental Funds Nonmajor Governmental Funds 1.486
53207
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Sacramento Housing And Redevelopment Agency
Notes to the Financial Statements (Continued)
December 31, 2002

(dollar amounts expressed in thousands)

$366 advance from the Internal Support internal service fund to City CDBG special revenue
fund, authorized and issued in July 1996, due in biannual installments in January and July
through January 2005, with interest calculated biannually based on current prime rate. This note
is collateralized by and to be repaid from CDBG economic development loan funds and was
issued for the purpose of providing funding for the Grow Sacramento program.

$179 advance from the Internal Support internal service fund to County CDBG special revenue
fund, authorized and issued in July 1996, due in biannual installments in January and July
through January 2005, with interest calculated biannually based on current prime rate. This note
is collateralized by and to be repaid from CDBG economic development ioan funds and was
issued for the purpose of providing funding for the Grow Sacramento program.

$375 advance from the Self Insurance internal service fund to the Ciry/County Franklin Blvd.
debt service fund, authorized and issued in December 1991 at $175 with no annual payments
until December 1996, with interest aceruing at 8%. The note was restructured in December
2000, adding $200 to the principal amount and deferring annual payments of $34 until
December 2002 and continuing through December 2015, with interest accruing at 7%, to be
repaid with tax increment revenue. The advances were issued for the purpose of incurring debt
in the redevelopment area and to provide funds for projects.

$150 advance from the Self Insurance internal service fund to the City/County Auburn Blvd.
debt service fund, authorized and issued in December 1991, with annual installments of $51
deferred until D ber 2005 and continuing until D ber 2019, to be repaid with tax
increment revenue with interest accruing at 8%, for the purpose of incurring debt in the
redevelopment area and to provide funds for projects.

$500 advance from the City Merged Downtown capital projects fund to the Ping Yuen Center
enterprise fund. Purpose of advance was to prepay Ping Yuen's outstanding HUD morigage
in July 1997. The mortgage had to be fully paid so that the Agency could wansfer Ping Yuen
from a project based Section 8 program to the public housing inventory and then to pursue
HUD funds for renovation of reconstruction. There is no interest or due date on this transfer.
Resolution No. 97-005 states that "these funds shall be considered a loan to be repaid either
through federal funds or through future disposition of the site to a private developer”.

$750 advance from the Riverview Plaza Reserve special revenue fund to the County
Mather/McClelian Merged debt service fund, authorized and issued in January 2000. due in
annual installments of $88 through December 2014, to be repaid with tax increment revenue
with interest payable at 8%, for the purpose of incurring debt in the redevelopment area and to
provide funds for projects.

§350 advance from the Mortgage Revenue Bond special revenue fund to the County Wainut
Grove debt service fund. authorized and issued in December 1996 at $175. The note was
rescrucrured in 1998. adding $175 to the principal amount. Principal and interest is due and
payable in annual payments of $16 to S29 through December 2031, with interest accruing at
7%. 1o be repaid with tax increment revenue. The advance was issued for the purpose of
incurring debt in the redevelopment area and to provide funds for projects.

45

$161

79

453

378

500

560

Sacramento Housing And Redevelopment Agency
Notes to the Financial Statements (Continued)
December 31, 2002

(dollar amounts expressed in thousands)

$300 advance from the Mortgage Revenue Bond special revenue fund to the City Army Depot
debt service fund, authorized and issued in December 2001, with no annual payment until
December 2003, with interest accruing at 7%, due in annual instaliments of $54 through
December 2010, to be repaid with tax increment, for the purpose of incwring debt in the
redevelopment area and to provide funds for projects.

$214 advance from the County Economic Development Activities special revenue fund to the
County Mather/McCleilan Merged debt service fund. authorized and issued in December 2003
at $200 with no annual payment until December 2002, with interest accruing at 7%, due in
annual installments of $63 through December 2005, to be repaid with tax increment revenue
with interest payable at 7%, for the purpose of incurring debt in the redevelopment area and to
provide funds for projects.

$40 advance from the Mortgage Revenue Bond special revenue fund to the City Northgate debt
service fund, authorized and issued in December 2002, with no annual payment untii December
2006, with interest accruing at 3%, due in annual installments of $8 through December 2012,
to be repaid with tax increment. for the purpose of i ing debt in the redevelop area and
to provide funds for projects.

$250 advance from the City CDBG special revenue fund to the Ciry 65" Sreet/Folsom Blvd.
debt service fund, authorized and issued in December 2002, with no annual payment until
December 2003, with interest accruing at 6%, due in annual instaliments of $45 through
December 2012, to be repaid with tax increment, for the purpose of incwring debt in the
redevelopment area and to provide funds for projects.

$600 advance from the Ciry Merged Downtown capital projects fund to the City Richards Bivd.
debt service fund, authorized and issued in December 2002, with no annual payment until
December 2004, with no interest, due in annual instailments of $75 through December 2011,
t0 be repaid with tax increment. for the purpose of incurring debt in the redevelopment area and
to provide funds for projects.

$85 was advanced from CHFA HELP debt service fund to the County Miscellaneous
Development Grants special revenue fund for the purchase and sale of the real property located
at 4934 Momingstar Drive. Authorized December 2001 and issued February 2002, Terms are
4% for 5 years. Repayment terms can be flexible based on the financial need of the project and
are currently based on rents received.

46

166

40

600

B2
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Sacramento Housing And Redeveiopment Agency
Notes to the Financial Statements (Continued)

December 31, 2002

(doltar amounts expressed in thousands)

Advaaces to/from primary government and component units:

Amount
. Payable Enti ount $215 advance from the City Low/Mod Merged Downtown capital projects fund 10 the
vable -Amount Norwood Avenue Housing component unit fund. The note bears interest at 7.5%
. L . N compounded annuaiiy and is deferred for 30 years untii the principal due date of September
Primary Govemmeni-City CDBG Component Unit-Riverview Plaza Associates s2.s18 16, 2021. The note is secured by deed of rust. $311 in accrued interest has been added to
Component Unit-Norwood Avenue Housing the advance amount of $215. $526
Parmership 158
$465 advance from the City CDBG special revenue fund to the Norwood Avenue Housing
Primary Gover Nonmajor Gover Comp Unit-Riverview Plaza Associates 3,968 component unit fund. The note is non-interest bearing and is deferred for 8 years until the
Funds principal due date of March 31, 2001, Subsequent to December 31, 2001, the partmership
Ciry Merged Downtown Capital Projects Comp Unit-Sacr H g negotiated repayment of the Agency note due March 31, 2001 to Scptember 16,2021, The
Development Corporation 101 note is secured by deed of rust. 190
City Low/Mod Merged Downtown Capital Component Unit-Norwood Avenue Housing
Projects Parmership 526 §9.303
Component Unit-Riverview Plaza Associates 1,000
Component Unit-Sacramento Housing
Development Corp. Internat Service Funds —1.000 Transfers:
59303 Transfers report the nonreciprocat contribution of resources from one fund to another. They are routine transfers that
represent funding for capital projects, debt service payments and subsidies of various Agency operations. The following
is & summary of ransfers for the year ended December 31, 2002:
Amouynt Transfers In:
$101 advance from the City Merged Downtown capital projects fund to the Sacramento Tty County Ciy
Housing Develop Corporation (SHDC) unit fund, at 0% interest and no due Merged Public Public
date, for the purpose of covering cash deficit in fund. 5101 Downtown Housing Housing
Capinl Nonmajor Authority Authority  Nonmajor
$1.000 adva.nce from the SHDC component unit fund to the. lptemal 'Suppon internal service T : P;):::ts GOV;::::MI En;_c“r::se En:ur::se Erg::‘pdnsu Toul
fund at 0% interest and no due date, for the purpose of providing equity to the general partner Cmin' CDBG 3 — i — 5 < S = T
of Riverview Plaza (SHDC) for start up capital. 1,000 County CDBG . 08 . ) N 08
City Merged Downtown
$1.000 advance from the City Low/Mod Merged Downtown capital projects fund to the Debt Service 4497 1316 . R 288 6.101
Riverview Plaza Associates component unit fund at 0% inserest. due June 2018, for the purpose City Merged Downtown
of financing the construction of multiple unit housing. This note is unsecured. 1.000 Capital Projects - 238 . . . 238
Nonmajor Govemmental Funds - 9.565 116 4353 577 10.711
$2.000 advance from the Riverview Plaza Reserve special revenue fund to the Riverview Plaza City Housing Choice
Associates component unit fund, authorized and issued in 1991, with interest compounded c Vout;l:trs .E"‘E':".“ fund . 194 - - - 194
annually at 9.45%. Accrued interest is payable annually on March 31, from available surplus °'\'?£ Ch::'l:lEn:( “p:::: fund R 269 R R B 269
cash. Outstanding principal and interest due March 3 1. 2028, for the purpose of financing the Nonmaior Entermsise Funds : = : : ' 269
construction of multiple unit housing. This note is secured by a deed of trust on real property. ’ 5 TTTaoE el T, 3 m—-———
$1,968 in accrued interest has been added to the advance amount of $2.000. 3.968 dder AL i L2l
$1.398 advance from the City CDBG special revenue fund 1o the Riverview Plaza Associates
component unit fund. commencing January 1992. Interest is compounded annually at 9.45%
and payabie from surplus cash. Outstanding principal and interest are due October 2016. for
the purpose of financing the consmruction of multiple unit housing. This note is unsecured. N
$1,120 in accrued interest has been added to the advance amount of $13598. 2,518
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Sacramento Housing And Redevelopment Agency
Notes to the Financial Statements (Continued}
December 31, 2002

(dollar amounts expressed in thousands)
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Sacramento Housing And Redevelopment Agency
Notes to the Financial Statements (Continued)

E. Capital Assets

Capital asset activity for the year ended December 31, 2002, was as follows:

Capital assets, not being depreciated:
Land

Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildings and improvements
Property and equipment

Total capital assets being depreciated

Less accurnulated depreciation for:
Buildings and improvements
Property and equipment

Total accumulated depreciation

Total capital assets, being depreciated, net
Governmental activities capital assets, net
Business-type activitjes:

Capital assets, not being depreciated:
Land

Capital assets, being depreciated:
Buildings and improvements
Property and equipment

Total capital assets, being depreciated

Less accumulated depreciation for:
Buildings and improvements
Property and equipment

Total accumulated depreciation

Total capital assets, being depreciated. net

Business-type activities capital assets. net

December 31, 2002
(dollar amounts expressed in thousands)

January |, Transfers
2002 Increases Decreases In/Qut
$31.135 $6.945 $(4,593) s (729

8,548 1.3 - {5.30%)
39,685 14313 _(4,393) 16,034
16375 5,189 (8,155) (3.793)
2375 39 - (221}
18.950 5228 (8,155) {4,014)
4.053 472 G4 -
1.709 191 - — {50
_ 3762 663 (17D {50
13,188 4,565 {4,984) {3.964)
232871 S18478 RSN 3(9.998)
£14.18] . 4 53 - £ 729
203.298 - (8) 9,098
3827 - - il
207,125 - {8) 9319
43.308 4875 (2) -
3,078 140 - 50
46,386 5,018 2) 30
160.739 {5,015} (6) _9.269
14,92 SGQID i) £0.908
49
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Sacramento Housing And Redevelopment Agency
Notes to the Financial Statements (Continued)
December 31, 2002
(dollar amounts expressed in thousands)

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:
Housing s 118
Community Development 470
Internal Service - capital assets held by the government's internal service funds are
charged to the various functions based on their usage of the assets 15
Total depreciation expense - governmental activities $ 663
City Public Housing $2,550
County Public Housing 2,106
Local Housing 379
Touwl depreciation expense-business-type activities $3.018
Component unit capital asset activity for the year ended December 31, 2002, was as follows:
January 1, Transfers December 31,
0] 5 £ 2002 Increases  Decreases 10/Qyt 2002
Capital assets, not being depreciated:
Land $_176 SR TR SR 0 ki
Capital assets, being depreciated:
Buildings and imp 21.543 - . - 21,543
Property and equipment 328 - . - 325
Total capital assets, being depreciated _21.868 - - - 21.868
Less accumuiated depreciation for:
Buildings and impr 6920 617 - : 17,537
Total capital assets. being depreciated. net 4,94 (617 ——— —_— _14331
Component unit activities capital assets. net $15.124 s S | I $14.507
Depreciation expense was charged 1o functions/programs as follows:
o it 3ctiviti
Local Housing $617



LE-D

Sacrsmento Housing And Redevelopment Agency
Notes to the Financial Statements (Continued)
December 31, 2002

(dollar P

ds)

F. Loog-Term Debt

Long-term debt payable at December 31, 2002 for the Agency and component units is comprised of the following

individual issues:

Business-type activities:
Mongage Noigs:
San Jase/Broadway
Larchmont/Wildfiower )
Total busi type activities 1gage NOICS

Component unit activitics:
ny tes:
Riverview - October 1988
Norwood - May 1992
Saving Association Morngage Company
Shasta Parmership (HCD) .
Total component unit activities mongage notes

Governmenta) activities:

Notes Pavabie:

City B-92-MC-06-0003A

City B-93-MC-06-0003

County B-93-UC-06-0005

City B-93.MC-06-0003A

City B-97-MC-06-0003

City B-97-MC-06-0003

County B-00-UC-06-0005

County B-01-UC-06-0005

Discovery Centre

Boating and Waterways

CHFA

CHFA- Phocenix Park

County of Sacramemto-Aubum Boulevard
1999 Del Paso Master Lease

1999 Oak Park Master Lease

1999 North Sacramento Master Lease
1999 Richards Boulevard Master Lease
2002 Downtown Master Lease

2002 Stockton Boulevard Master Lease

Total notes payable

Bonds Payable:
1993 Downtown TARBS
1998 Downtown TABS - Refunding
1998 Downtown TAB
2000 Downtown TABS - Refunding
2002 Downtown TAB
1999 Det Paso CIRBS
1993 Alkali Flat TARBS
1999 Oak Park CIRBS
Total bonds payable

Sub-total governmental activities

ig-ierm debt

Other Debt: ) .
Component unit activities - Accrued interest due in future years

Total long-term debt

51

loterest Rates
8.375%
7.75%

%

3%

325%

%
3.82%-6.92%
8.12%-827%
6.84%-8.27™%
5.85%- 6.98%

5.28% - 5.46%
5.70% -+ 6.6T%
3.30%-4.16%
4.20%- 5.00%
6.75%
4.50%

4.0%-5.8%
4.0%- 5.875%
4.1%- 5.875%
3.00% - 5.00%
3.00% - 5.00%

4.05%- 6.7%
3.5%- 5.25%
5.9%-6.375%
125%-4.75%

2 nnes & 3EML
R

Sacramento Housing And Redevelopment Agency
Notes to the Financial Statements (Continued)
December 31, 2002

(dollar amounts expressed in thousands)

BUSINESS-TYPE ACTIVITIES:
Mortgage Notes Pavable:
$787 San Jose/Broadway Morngage Note Payable authorized and issued May 1984, due in

monthly installments of $6 through February 2020 with interest payvable monthly at 8.375%.
This note is collateralized by land and building.

$427 Larchmont/Wildflower Mortgage Note Payable authorized and issued August 1979, du
in monthiy instaliments of 33 through April 2005 with inisrest payable monthly
note is coll lized by fand and building

Less current portion

Long-term mongage notes payable
COMPONENT UNITS:
Morigage Notes Pavabe:

$933 Riverview Plaza Associates Mortgage Note Payable authorized and issued October 1988,
principaj and interest due in full Sepiember 2016 with interest payable ai 3%, for the purpose
of financing the construction of multiple unit housing. This note is collateralized by land and
building.

$1.522 Norwood Avenue Housing Pastnership Morigage Note Payable to the Department of
Housing and Community Development, principal and interest due in full January 2044 with
interest payable at 3%, for the purpose of financing the construction of a multiple unit housing
and child care center. This note is collateralized by jand and building.

$350 Norwood Avenue Parmership Morgage Note Payable to Saving Association Mortgage
Company (SAMCO) due in monthly instaltments of $3 through June 2024 with interest payable
monthly at 8.25%. This note is collateralized by land and building.

$2.000 Shasta Partership Note Payable to the Department of Housing and Community
Development principal and interest due in full January 2044 with interest payabie at 3%, for
the purpose of financing the construction of a multipie single room occupancy unit. This note
is collateralized by land and building.

Less current portion

Long-term morigage notes payable

Other Long-Term Obligations:

Accrued interest on $933 Riverview Plaza Associates mortgage notes payable from available
surplue cach. Due in full in September 2014,

U 1 deptemde

Accrued interest on §1.522 Norwood Avenue Housing Parmership mortgage notes payable
from available surplus cash. Due in fuill January 2044.

$ 630

:

813

EE

$ 933

1,522

7
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Sacramento Housing And Redevelopment Agency
Notes to the Financial Statements (Continued)
December 31, 2002

(dollar amounts expressed in thousands)

Accrued interest on $2,000 Shasta Parmership mortgage notes payable from availabie surplus
cash. Due in full January 2044.

Total other long-term obligations

GOVERNMENTAL ACTIVITIES:

Notes Pavable:

$1,000 Community Development Block Grant Note Payable authorized and issued March 1994
for $500 and June 1996 for $500, due in annual installments of $40 10 $72 through August
2004 with intercst payable semi-annually at 3.82% to 6.92%, for the purpose of making
business loans in the North Sacramento Project area. This note is collateralized by and payabic
from furure CDBG entitlenents.

$400 Community Development Block Grant Note Payable authorized and issued November
1994, due in annual instaliments of $70 1o $90 through August 2003 with interest payable
semi-annually at 8.12% to 8.27% for the purpose of providing Economic Development loans
for the Business Incubator program. This note is collateralized by and payable from future
CDBG entitlements.

$1,000 Community Development Block Grant Note Payable authorized and issued February
1995, due in annual installments of $95 10 $140 from August 1995 through August 2003, with
interest payable semi-annually at 6.84% to §.27% for the purpose of financing commercial
loans for the Auburn Boulevard area. This note is collateralized by and payable from future
CDBG entitiements.

$8,000 Comrnunity Development Block Grant Note Payable authorized and issued June 1996,
due in instaliments of $83 to $1,242 from August 1996 through Augusx 2005 with mxeresx
payable semi-annually at 5.85% to 6.98% for the purpose of financing a b de

foan and gramt to California Almond Growers Exchange also knewn as Blue D\amond
Growers. This note is collateralized by and payabie from future CDBG entitlements.

$2.520 Community Development Block Grant Note Payable authorized and issued September
3, 1998, due in insallments of $80 to $155 from August 1999 through August 2018 with
interest payable semi-annually at 5.28% to 5.46% for the purpose of financing the Del Paso
Nuevo project. This note is collateralized by and payable from future CDBG entitlements.

$3.125 Community Development Block Grant Note Payable authorized and issucd August 9,
2001. due in instaliments of $85 to $300 from February 2002 through August 2021 with
interest payable semi-annually at 5.7% to 6.67% for the purpose of financing the Del Paso
Nuevo project. This note is collateralized by and payable from furure CDBG entitiements.

$550 Community Development Block Grant Note Payable authorized and issued August 2002,
due in annual instaliments of $90 to $130 through August 2008, with interest payable semi-
annually at 3.3% to 4.16% for the purpose of financing the rehabilitation for Hampton Inn in
the Auburn Boulevard area. This note is collateralized by and payable from future CDBG
entitlements.

w
o)

S 676

$140

90

140

3,308

2.000

550

Sacramento Housing And Redevelopment Agency
Notes to the Financial Statements (Continued)
December 31, 2002

(dollar amounts expressed in thousands)

$250 Community Development Block Grant Note Payable authorized and issued August 2002,
due in annual instaliments of $24 to $40 through August 2012, with interest payable semi-
annually at 4.2% to 5% for the purpose of financing the acquisition of property for retail
development for the Aubum Boulevard area. This note is coliateralized by and payable from
future CDBG entitlements.

51,008 City of Sacramento Note Payable authorized and issued August 22, 2001, with interest
payable semi-annually at 6.75%, for the puspose of financing 300 Discovery Centre. Due in
full October 2003.

$1.380 City of Sacramento Note Payable authorized and issued August S, 1999, due in
installments of $103 to $103 from August 1999 through August 2018 with interest payable
annually at 4.5% for the purpose of financing the Sacramento River Waterfront between the
L street bridge and the Pioneer bridge.

$2,000 California Housing Finance Agency Note Payable authorized and issued August 1999,

Interest accrues annually at 3% on funds drawn for the purpose of financing developer loans
for acquisition, rehabilitation, development and/or permanent financing for affordable multi-
family rental developments. Interest and principal are due in full September 2009.

$1.000 California Housing Finance Agency Note Payable authorized and issued February
2002. Interest accrues annually at 3% on funds drawn for the purpose of acquisition of
properties in the Phoenix Park project. Interest and principal are due in full August 2011.

$300 County of Sacramento Note Payable authorized and issued August 2002, due in annual
installments from D ber 2007 through D ber 2016 with interest payable annually at
3% for the purpose of demolition, relocation and clearance activities in the Aubumn Boulevard
redevelopment area.

$2,625 Master Lease Agreement authorized and issued December 1999, due in annual
installments of $85 to $205 through December 2019 with interesi payable semiannually at
4.0% to 5.8% for the purpose of financing redevelopment projects.

$1.845 Master Lease Agreement suthorized and issued December 1999, due in annual
instaliments of $50 to $135 through December 2022 with interest payable semiannually at
4.0% to 5.8%, for the purpose of financing redevelopment projects.

$5.245 Master Lease Agreement authorized and issued December 1999, due in annual
instaliments of $85 to $345 through December 2029 with interest payable semiannuaily at
4.0% to 5.875% for the purpose of financing redevelopment projects.

$5.920 Master Lease Agreement authorized and issued December 1999. due in annual
instaliments of $100 to $405 through December 2029 with interest payable semi-annually at
4.1% 10 5.875% for the purpose of financing redevelopment projects.

$26.740 Master Lease Agreement authorized and issued July 2002. due in annual instailments
of $1.365 10 $2.375 through December 2017 wnh interest payable semi-annually at 3% to 5%
for the purpose of fi |

g rede p proj

$250

1,008

1,153

2.000

985

300

1,695

4,985

5.820

26,740
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Sacramento Housing And Redevelopment Agency
Notes to the Financial Statements (Continued)
December 31, 2002
(dollar amounts expressed in thousands)

$3,265 Master Lease Agreement authorized and issued July 2002, due in annual installments
of $55 to $200 through December 2032 with interest payable semi-annually at 3% to 5% for

the purpose of financing l:u:vcluylu:m Plvjsuu
Less current portion

Total notes payable

Scads Pavable:

$25.304 Tax Allocation Revenue Bonds authorized and issued June and July 1993, due in
annual instaliments of $373 to $3,268 through November 2017 wuh interest paid semiannually
at 4.05% to 6.7%, for the purpose of fi ing redevelop proj

$55.315 Tax Allocation Bonds authorized and issued April and July 1998, due in annual
instaliments of $605 to $7,040 !hrough 2013 with mtens! payable semiannuaily at 3.5% 1o

5.25%, for the purpose of fi g redevelop proj

$13,080 Tax Allocation Bonds authorized and issued April 1998, due in annual instaliments
of $100 to $6,540 through 2013 with interest payable semiannually at 5.9% to 6.375%, for the

purpose of financing redevelopment projects.

$22,065 Tax Allocation Bonds authorized and issued October 2000, due in annual instaliments
of $155 to $3.565 through November 20]3 with mm!:l payable semiannually at 4.25% to
4.75%. for the purpose of fi ing redevelop proj

$26.815 Tax Allocation Bonds authorized and issued July2002, due in annual instaliments of
$1,595 t0 $2,010 through December2017 with interest payable semiannually at 3% to 5.25%,
for the purpose of financing redevelopment projects.

$10,060 Capital Improvement Revenue Bonds authorized and issued December 1999, due in
annual instaliments of $250 to 5870 through December 2019 with interest payable semiannually
at 4.0% to 5.8% for the purpose of financing redevelopment projects.

$1,916 Tax Allocation Revenue Bonds Payable authorized and issued June and July 1993, due
in annual installments of $19 to $320 through November 2008 with interest paid semiannually
a1 4.05% 10 6.7% for the purpose of financing redevelopment projects.

$17.855 Capi(al improvement Revenue Bonds authorized and issued December 1999, due in

semnannually at 14 0% 1o 5 8'/. for lhe purpose ofﬁnancmg redevelopment pro;ec!s
Less current portion

Total bonds payable
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$17.642
50,825
11,460
15,330
26,815
9,310

1,714

16,430
149,526
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Sacramento Housing And Redevelopment Agency
Notes to the Financial Statements (Continued)

December 31, 2002
(dollar amounts expressed in thousands)

The following is a summary of changes in long-term liabilities for the fiscal year ended December 31, 2002:

_____ Amounts
mn;gr’y i ae December 31, Due Within
2002 Additjons Retitements 2002 Oug Year
Govemmemu! activities: =
otes Davable ¢ anice ns o -
Woies payable 3 30,165 352.940 3(3,274) 3 59831 3 4289
Tax allocation bonds payable 129.347 26815 (6,636) 149,526 8215
Comp 2,524 343 (63) 2,801 1.497
Sub-total 162,033 60.098 9.973) 212,158 £14.001
Plus original issue premium - 1,561 - 1,561
Less amontized premium - (64) - '(64)
Total governmenal activities
-long-term liabilities 162,033 $61.595 $9.973) $213.655
Amounts
.la:;uary I, . December 51, Due Within
2002 itjol Retirements 2002 One Year
Business-Type aciivities, -
Mortgage notes payable 1850  I— (37 $._813 4l
Component unit activities:
Mortgage notes payable $4.777 s - s (5 $ 4712 $ s
Other long-term obligations _1.330 __150 - 1,480
Total component unit activities
-long-term liabilities 6107 £.150 ) §oeaw £

Annual debt service requirements of governmental activities to maturiry are as follows:

) — Notes Payable Tax Allocatiop Bonds

Year ending December 31  Principal Interest Principat Interest
2003 $ 4289 $ 2.820 $ 8215 $ 7,068
2004 3315 2.592 8.575 6.839
2005 5.449 2.45) 9.437 6574
2006 2329 2.261 9.917 6.264
200? o 2485 2,181 10250 5.924
2008-2012 10421 10,115 57,119 21,754
2013-2017 16.297 5.955 38.478 40,020
2018-2022 5.163 2.561 7.538 1.197
2025-2027 3,710 1317 . -
2028-2032 _2378 271 - -
Sub-total 359,831 32,504 149,526 95,640
Plus original issue premium 813 - 748 -
Less amontized premium 20) - (44) -

Totals £60.624 32504 5150230 595,640
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Sacramento Housing And Redevelopment Agency
Notes to the Financial Statements (Continued)

December 31, 2002
(dollar p! d in th ds)

Annual debt service requirements of business-type activities to maturity are as follows:

Mortgage Notes Pavable

2003 s 41 $ 65
2004 4 62
2005 43 S8
2006 52 54
2007 56 50
2008-2012 203 194
2013-2017 237 110
2018-2020 132 12
Toul 1813 5603

Annual debt service requirements of component unit activities to maturity are as follows:

Morigage Notes Pavable Other Jong-term obligations

ndin) ber 31, Prncipal Interest Prngipal terest

2003 s S5 $ 2 S - H -
2004 7 25 . .
2005 . 7 25 - -
2006 7 24 - -
2007 3 24 . -
2008-2012 50 108 - -
2013-2017 1,008 866 - 392
2018-2022 114 4 . -
2023-2027 4 3 . -
2028-2032 - - -
2033-2037 . - - -
2038-2042 - . . .
2043-2044 _3.522 5278 - 1.088
Toul ®IR 36423 i 1480

Arbitrage

The Tax Reform Act of 1986 instituted cenain arbitrage restrictions with respect to the issuance of tax-exempt bonds
after August 31, 1986. Arbitrage regulations deal with the investment of all tax-exempt bond proceeds at an interest
vield greater than the interest yield paid to bondholders. Generally, all intcrest paid to bondholders can be
retroactively rendered taxable if applicable rebates are not reported and paid to the U.S. Department of Treasury at
least every five years. The Agency utilized an independent consultant to perform calculations of excess investiment
eamings on various bonds during 2001 and did not incur a liability. There were no calculations for arbitrage during
the current vear,
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LV. Otber Information

A. Risk Management

The Agency is exposed to various risks of loss related to torts: theft of. damage to. and destruction of assets; errors
and omissions: injuries and illnesses of employees: wrongful employ practices; and narural disasters. The Agency
maintains an internal service fund to account for and finance its risks of loss. Under these programs the Agency is self-
insured for the following risks up to the maximum amount per claim as follows: General Liabiliry, $100: Property. $50;
and employment risk management, $50. The Agency is self-insured for those automobile ciaims which consist of
employee injuries and Agency vehicie damage. The Agency is fully covered for auto liability up to $5,000.

The Agency is one of six public housing authorities of the California Housing Authority Risk Management Agency
(CHARMA), formed as a means of providing general tiability (including errors and omissions) ¢ ge, purchasing
excess insurance on a collective basis and providing other coverage as approved by the board of directors. The purpose
of CHARMA is to spread the adverse effects of losses among the member agencies. Should actual losses among
participants be greater than anticipated, the Agency will be assessed its pro ram share of that deficiency. Conversely,
if the actual losses are less than anticipated. the Agency will be refunded its pro rata share of the excess. For general
liability, the Agency covers the first $100 per claim, and the risk pool covers up 1o $250 per claim. Excess commercial
insurance is provided through the pool up to $5.000 for each occurrence. Settled claims have not exceeded this
commercial coverage in any of the past ten years. CHARMA also provides property insurance and automotive

qd .

insurance ¢ ge for i S.

A commercial insurance carrier provides coverage above the Agency’s self-insurance retention level of $50 to the
maximum value of all Agency property. In addition automotive liability insurance is provided to CHARMA's
members up to §5,000.

Workers compensation and employer's liability insurance are provided through California Housing Workers
Compensation Authority (CHWCA), a risk sharing pool. For employer’s liability claims, the pool covers up to $250
per accident. Excess liability i is provided through the risk pool up to an additional $2,000 for each accident.
For worker’s compensation claims, the pool covers the Agency's claims within the starutory limit. Should actual losses
among participants be greater than anticipated, the Agency will be assessed its pro rata share of that deficiency.

Conversely, if the actual Josses are less than anticipated. the Agency will be refunded its pro rata share of the excess.
Claim costs for program years1997-2001 have increased. As a result, there is a projected shortfall in the premiums
coliected those program years. The Agency's allocation of the supplemental premium is $91. One third ($30) of the
premium was paid November 2002. A third was paid during January 2003. The final third will be billed during 2004.

All operating funds participate in the self-i progr and make payments to the interna] service fund based
on a historical cost and/or actuarial estimates of amounts needed to pay prior and current year claims, and to allow
accrual of estimated incurred but not reported claims. The total historical costactuarially determined claims liability

at December 31, 2002 is $614 isting of $25 for A ive Liability. $250 for General Liability, $50 for Property
Damage Liability, and $289 for unaliocated loss adj p These claim esti were made in accordance
with the requil of Gov | Accounting Standards Board Statement No. 30. and include claims incurred

but not reported and ali d loss adj as of D ber 31, 2002. Changes in insurance funds claims

liabitity during the fiscal years ended December 31, 2002 and 200! were as follows:

Current Year

Claims Liability Claims and Current Year Claims Liabiliry
Januarv ) Changes in Estimates Claims Pavments December 31
2001 $449 $235 ($235) $449
2002 449 559 (394) 614
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Notes to the Financial Statements (Continued)
December 31, 2002
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B. Employee Retirement Plan
1. Plan Description

The Agency contributes to the California Public Employees’ Retirement System (CalPERS), an agent multiple-
employer public employee retirement system that acts as a i and administrative agent for

CH

panicipating public cntities within the swte of Caiifornia

All fulltime Agency employees are required to participate in CalPERS. Benefits vest after five years of credited
service, Employees who retire at or after age 50 with five years of credited service are entitied 1o an annual
retirement benefit payable monthly for life. in an amount equal to 1.426% to 2.418% of their average sa{ary.
during their highest year of employment, for each year of credited service. CalPERS also provides disability
benefits, annual cost-of-living adjusuments, and death benefits to plan members and beneficiarics. These benefit
provisions and all other requirements are established by stare starute within the Public Employees’ Retirement Law
and Agency resolution. CalPERS issues a separate comprehensive annual financial report. Copies of the
CalPERS’ annual financial report may be obtained from the CalPERS Executive Office — 400 P Street -
Sacramento, CA 95814. A separate repon for the Agency’s plan is not availabie.

2. Funding Policy

The Agency participated in two plans with CalPERS under the names of the Sacramento Housing Authority (SHA)
and the Redevelopment Agency of the City of Sacramento (RACS). The first plan covered employses hired afier
1974; the second plan covered employees hired prior to 1974, The plans merged effective July 1, 2001, Agency
employees are required to contribute 7.0% of their annual salary to CalPERS, of which the Agency pays 50% to
57% of this amount on the employee’s behalf depending on requirements set forth under contractual agreements
with employee groups. The Agency is also required to contribute the remaining amounts necessary to fund the
benefits for its members, using the actuarial basis recommended by the CalPERS actuaries and actuarial
consultants and adopted by the CalPERS Board of Administration. The Agency’s required employer conzribution
rate for the fiscal year ended June 30, 2002 was 0.0%. The contribution requirements of the plan members are
established by State statute and the employer conmibution rate is established and may be ded by CalPERS.

3. Annual Pension Cost

For the fiscal year ended December 31, 2002. the Agency’s annual pension costs of 30 was equal to the Agency’s
required and acrual contributions. The required contribution for fiscal year 2002 was determined as part of the
June 30, 2001 actuarial valuation using the entry age normal actuarial cost hod with the contributi
determined as a percent of pay. The actuarial ptions included (a) 8.25% inv rate of return (net of
administrative expenses); (b) projected salary increases of 3.75% to 14.20% are attributabie to inflation, merit,
or seniority increases that vary by length of service and no post-retirement increases. Both (a) and (b) include an
inflation component of 3.50% and an annual production growth of 0.25%. The actuarial value of the plan's assets
wac determined using a technigue that smoothes the effect of short-term volatility in the market vaiue of
investments over s three year period depending on the size of investments gains and/or losses. The amortization
period on the unfunded actuarial liability is expected to be 20 years and is a closed period. The amortization
method is a level percens of payroll.
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Three-Year Trend Information

Annual Pension Cost Percentage of APC Net Pension
Fiscai Year Ending {APC) Conijbuted Chblization
12731/00* - -- -
12/31/01 -- - -
12/31/02 .- .- -~

* Includes SHA and RACS.
C. Post-employment Health and Dental Care Benefits

The Agency provides health and dental care insurance benefits for all employees who retire from the Agency and for
their survivors and dependents. Parricipants have the choice of enrolling in one of several health plans and one of two
dental plans. Post-retirement health care benefits for the Agency range from 3360 to $507 (in actual dollars, not
thousands) per month per panticipant. depending on the participant's job classification at the time of retirement. The
Agency covered 100% of the participant’s health and dental benefits under these plans. Benefits are defined by labor
agreements approved by the City Council and County Board of Supervisors. Benefit costs are recorded on a pay-as-
you-go basis as par of the internal support intemnal service fund expenses. For the calendar year ended December 31,
2002. the Agency expended $622 for post-employment health and dental care insurance benefits. Approximately 154
retirees and/or families were covered.

D. Related Party Transactions

During the year ended December 31, 2002 the Agency entered into a bond issue and master lease agreements with the
City of Sacramento totaling $56,820. The proceeds of the bond issue will be used for financing redevelopment
projects in the City Merged Downtown and City/County Stockton Bivd project arcas.

E.C i and C

1. Mortgage Insured Bonds

The City and the County of Sacramento. between 1980 and 2002, issued single family and muhifamily mortgage
bonds totaling $1,038.499. The Bonds were issued to provide funds for the purchase of home morgages in the
Sacramento County area. The Agency was appointed by the City and the County of Sacramento to administer the
mongage program. The bonds do not constitute a liability of the Agency.

2. Litigation

The Agency is a defendant in various maners of litigation. Of these manters, management and Agency's legal
counsel do not anticipate any material effect on the December 31. 2002 financial statements. Therefore, in
accordance with Financial Accounting Standards Board Statement No. 3., no 10ss has been accrued.

3. Commitment

In connection with Riverview Plaza Associates (a partnership). which is included as a component unit within
Sacramento Housing and Redevelopment Agency reporting entity. as described in Note 1, the Agency entered into
a funding guarantee agreement in which the Agency is obligated 10 fund the operations of the parmership 1o the
extent that the partership revenues are madequate, up to $63§ annuaily. The funding guarantee agreement
terminates on January 1. 2005,
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4. Contractual Obligations
The Agency had di bered | obligati primarily for housing project site

improvements and structural rehabllnanon. at December 31, 2002 as follows:

Special Revenue Funds $9.417
Capital Project Funds 719
210136

§. Contingent Liabilities

The Agency received fundmg from a number of federal, state, and local assistance prognms compnscd
principally of C: ity Develop Block Grants, and Housing and Urban Develop f

These programs are subject to financial and compliance review by the grantors. The ;moum. |f any. of
expenditures which may be disallowed by the granting agencies cannot be determined at this time although the
Agency expects such amounts, if any, to be immaterial. Receipt of these federal, state, and local grant revenues
is not assured in the future.

Budget problems at the State level have resulted in less @x increment funding available to the Agency. The 2002-
03 State of California budget included the Educmion Revenue Augr ion Fund (ERAF), which took money
from redevelopment agencies 1o increase funding for schools. For the Agency, ERAF charges will amount to
$854 for the 2003 year. State mid-year budget discussions are on-going and it is unknown whether additional
ERAF charges will be imposed.
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Schedules of Funding Progress
SHA
A B C D E F
Overfunded
Entry Overfunded Actuarial
Age Actuarial Liability as
Actuarial Actuarial Acwarial Accrued Funded Percentage of
Valuation Asset Accrued Liabiliry Ratio Covered Covered Payroli
Date Value Liabiliry [(BY-{A)] [(AV(B)} Pavroll {[{BANAE)}
6/30/99 55.366 37.558 (17.807) 147.4% 12216 (145.8%)
6/30/00 68.289 49,568 (18.121) 137.8% 13.011 (143.9%)
6/30/01 70.450 54,827 (15.624) 128.5% 13.685 (114.2%)
RACS
A B [ D E F
Overfunded
Engy Overfunded Acwarial
Age Acruarial Liability as
Actuaria Actuarial Actuarial Accrued Funded Percentage of
Valuation Asset Accrued Liability Ratio Covered Covered Payroll
Date Value Liabiliny {(By~iA)] {{AV(B)] Pavroll (B AWE))
6/30/99 4.272 31941 [EL1}] 108.4% - .
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° Toml
Noamajor
7 NINNDNINIXTND Soecial Debt Capital Governmantal
1 u ' ./' ' “u/ u ' Revenue Service Projects Funds
Assets
' Cash and investments s 22043 § 214§ 41843 3§ 68,000
Accounts recervabie (net) 80 - 26 106
Property taxes recewvabie 1,356 2.29% - 3647
Due from other funds. M kY 1.304 3.89%
Due from other govemments ass . 1,495 2.380
Notes receivabie (net) 2,03 1.91§ 32,662 38,608
Advances to other hmds 1.404 a2 - 1,488
Advancas to component units 3.968 - - 3.968
u Resticted cash and investments 1.250 2,804 2.766 £.820
Total assets $ 35348 § 9.236 $ 80.126  § 124.710
— s
Liabliies
Accounts paysdie $ 1503 § 495 3 593 2.591
Accued iiabives 63 - . [
Contracts payabie - - 28 6
Due 10 other funds 1.087 1151 42 2280
Due to gther govermnments 0.530 2279 113 10,922
Defered evenue 4419 - 438 4857
Deposit and wust kabilty 851 - 29 880
Advances from other imds 82 3.085 - 3167
Total tabiites 16.537 7.010 1.24% 24.788
Fund Balances
Raserved for capilal projects 2,381 - 35.030 3411
Raserved for snasmbrances 4.298 . 5.338 9,636
Reserved for debt service 1250 2,804 2,766 6.820
Reserved for non-curent assets 2918 1.997 32662 37,875
Reserved for foans . . 16 16
Ressrved for housing operations 114 . 95 209
Unreserved, undesignated 7.852 {2.57%) 2978 8.255
Totat tund bslances 18.811 2.226 78.685 99.922
Total lisbitites and fund balances 3 35 348 $ 9,236 S 80.126 $ 124710
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Combining S of Re , Expenditures and Changes in Fund Bal
Nonmajor Governmental Funds
For the Year Ended Decomber 31, 2002
{amounta sxpressed in thousands)
Totat
Nonmajor
Specisl Dett Caphal Governmental
Revanue Service Projects Funds
Revenues:
intergovernmental s 5.281 s - 8 11165 § 18 548
Property taxes $.856 8.260 - 14.116
Rentai income (] . . 8
interest income 71 7803 a68 2622
Miscalianeous 1.481 50 1.5M 3.075
Tolal revenues 13.708 $.093 13,587 36.363
Expenditures:
Curent:
Housing operations 3.085 - 1.800 4.68%
Community developmant 4.5 1.879 9.107 15.507
Community social servicas 22307 . - 2307
Capitat outiay 612 1.027 8.397 10.038
Debt service:
Principal retirement 1.470 2.928 . 4398
interas) 2.200 2.648 67 4.924
Related charges - 314 - 4
Bond issusnce costs - - 70 70
Total expenditures 14.204 8.796 19.241 42.241
Excass (deficiency) of revenues
over (under) i (499) 297 (5.674} (5.876)
Other financing sourcas (usex):
Leng-1erm debt issued 603 2.13% 4,085 6.803
Premium on redeveiopment bonds . - H 1]
Trangters in 3.160 2.509 7.221 12.096
Transfers out {1.650) {8.507) (3.544) (10,711}
Total other Ananang sourcas (uses) 2,103 {863) 7.753 8.993
Ne! change in fund balances 1.604 {566) 2.079 3,117
Fund balances. beginning 17.207 2.792 76.806 96.805
Fund balances. ending $ 18.811 S 2.22_6_ $ 75.885 $ 99.922

Nonmajor Special Revenue Funds

Special revenue funds account for specific financial resources (other than for major capital projects)
that are legally restricted to expenditure for specific purposes.

. Housing funds are used to account for a variety of federal, state and local housing
programs that provide public housing assistance for low and moderate income households
within the City and County.

) Commuuity Development Funds are used to account for a variety of specific community

programs funded by the federal government.

. Tax lncrement Funds are used to account for the low and moderate housing activity
associated with the redevelopment project areas.

) Loca! Tax Fupds are used to account for payments in lieu of taxes. Revenues from the
City and County Public Housing Funds are used to fund community service activities.
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Sacramento Housing and Redevelopment Agency
Combining Balance Sheet
Nonmajor Special Revenue Funds
December 31, 2002
(amounts expressed in thousands)

. Community Tax Ltocsl
Community Tax Local 9 L poent ¢ o Tax Tomt
g, Tax Tota!
Assets Revenues:
imergovernmental H 1658 § iz s - 8 500 3§ 5.391
. - 5858 - 5.856
Cash and investments $ 9.501 § 1952 § 7988 § 2601 § 22,043 M & - - &
Accounts receivable (net) 72 ] B . 80 Interest mcome 2% n 701 3 971
Praperty taxes recaivadie . . 1.356 . 135 Misceltaneous 1372 119 - - 1.481
Due from other funds 844 (2] 1.424 - 23
Dus from other govemments 408 480 . - 88s Total revenues 3.266 3,379 §.557 503 13,708
Notes receivable {net) 1.397 634 . . 203 X
Advances to other funds 1238 168 - . 1,404 EIP'CM'W@~
Advances 10 component units 3.968 - - . 3.968 umment:
Resincied cash and investments - - 1.250 - 1250 Housing operations .08 - - . 3,085
Community development 651 1.449 2.418 3 4.521
Total assets 3 77425 § 3303 § 12019 § 26801 3 35348 Communtty social services 16 - 1.684 807 2,307
e — i Sm————— Capital owtay - 342 27 - 612
Dett serce:
Ponapat retrement . - 1.470 . 1,470
Liabilities s : . I : 14
Aczounts payable ] 59 8 o s 1395 3 B | 1,503 Total expendiures 3752 1IN 4,051 610 14,304
Accued liabilities 65 . . - 65
Due to ofher funds 353 438 268 . 1.087 Excess (deficency) of rovenues
Due 10 other governments 625 292 5839 1774 8.530 over {under} expenditures {488} 1.588 (1.494) (107) (48%)
Deferred revenve 3.968 4% - - 4419 )
Deposit and trust liabitty 8% i . . 881 W{::;"‘:;ﬂ::mu:'") - oo
. - . a2 1 - . -
Advancas from other funds 82 Trensters 508 . 2568 : 2980
Total liabilives 5376 1345 7502 T4 16537 Transters ot @i - (943) . (1.660)
Total other financng sources (uses) {122) - 2.22% - 2.10)
Fund Balances Net change in fund balances {608) 1.588 ™ (on 1.604
Reserved for capital projects (1] 1,492 - - 2.8t .
Reserved for unwmmqn:u 104 F-14 3967 . 4200 Fund balances. begmning 12117 370 3.786 94 17.207
Reserved for dedt sence - - 1.250 . 1.250
Reserved for non-current assets 2635 b2l . . 2918 Fund batances, sndmg H 1303, 3 1358 3 A5 3 227 3 18811
Reserved for housing operations - . 114 . 114
Unreserved, undesighated 7.881 {42) (B14) 827 7.852
Tota! fund baiances 11.509 1.858 4517 827 18.811
Total liabilities and fund balances S 17425  § 3.303 S 12019 S 2.601 3 35.348
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Nonmajor Housing Special Revenue Funds

General Housing Reserve acts as a clearing account for excess funding to go to housing
authority programs requiring additional funding.

Revenue Bond Program accounts for the revenuc from Mortgage Revenue Bonds and
Mortgage Credit Certificates.

Energy Conservation Program accounts for the receipt and use of rebates derived from
various energy conservation programs.

City Drug Eliminationr accounts for receipt and use of U.S. Department of Housing and
Urban Development drug elimination grants at various City housing sites.

County Drug Elimination accounts for receipt and use of U.S. Department of Housing
and Urban Development drug elimination grants at various County housing sites.

Senior Tenant Services accounts for the activity of the programs to provide support to the
Agency’s senior tenants.

County Mather Transitional Housing accounts primarily for County reimbursed
maintenance services provided by Agency staff.

City Public Housing Homeownership accounts for the sale of single-family public
housing units to eligible public housing residents in the City of Sacramento.

County Public Housing Homeownership accounts for the sale of single-family public
housing units to eligible public housing residents in the County of Sacramento.

Riverview Plaza Reserve acts as a clearing account for excess funding to go to Riverview
Plaza activities and other housing programs.

City Comprehensive Grant Operations accounts for the operational activities for
modernization and rehabifitation of Agency operated Jow-income housing in the City of
Sacramento, which is funded by the U.S. Department of Housing and Urban Develupment

Couanty Comprehensive Grant Operations accounts for the operational activiues fur
modemization ang rehabilitation of Agency operated low-income housing in the County of
Sacramento, which is funded by the U.S. Department of Housing and Urban Development.

Foundation Uniting Needs and Dollars (FUND), Inc. accounts for the fundraising
activities of the Agency.

City Credit Check accounts for funds used to provide credit checks for prospective Jow
income 1enants in the City of Sacramento.

County Credit Check accounts for funds used to provide credit checks for prospective low
income tenants in the County of Sacramento.

This page intentionally left blank
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Sacramento Housing and Redevelopment Agency Page 2013
Combining Balance Sheet
Nonmajor Housing Special Revenue Funds
Decemnber 31, 2002

(amounts expressed in thousands}

County City County City County
Genenal n..:::. Energy ::7 County Senior Mather Public Public Riverview Comp i Compx
Housing Consarvation i Drvg Tenant T ing ing Plaa Grant Gram
Resarve Program Program tioh Elimination - H i R o "
oL . L Y ; :
Cash and investments $ 1818 § 4167 3 E L -8 i s s S -8 555§ % 8 1870 8 -8 -
Accounts recsivable (net) - 72 - . - - - . - B . .
Due from other funds 388 458 - M N . - . . . . .
Due from cther govemmants - . - 124 L . 181 . - - - -
Notes receivable (net) - 504 - - - - - 5% 37 - - -
Advances to other funds - 678 . M - . . - . 560 . .
Advantes to componeni umits - - . - * . - - . 3.988 - -
Total assets J BN 12 287 3 LN | 128 2 e 3 30 3 o 3 TN 3 5% 3 [XE - 3 p
LiabHities
Accounts payable s -3 -3 -3 AET 3 s - s 108 “ s - s 8 s [ .
Accrued labilities - M - - M . - 35 30 - - -
Due 1o other hunds - - . m L . 185 - . . . .
Due to other govemnments - 249 - - i 376 - - - - - -
Deferred revenue - - - : N . - - - 3,968 - -
Depasit and trust kabiy . 83e - - . - - - - - - -
Total kabikities - 1.08% - 124 [1] 376 166 38 30 3.9%6 - -
Fund Balances
Reserved fur capitat projects - E1gl 318 . - . . - . . . .
Reserved for encumbances - 104 . . N . . - . . . .
Reserved for non-cument assets - 1182 - . . . - - 558 37 560 - -
Unreserved, undesignated 2,208 2935 n - - 4 15 516 23 1,942 - .
Total fund baiances 2.206 4792 331 - - ) 15 1.072 568 2.502 P -
Total ¥abilities and fund balances S 2.206 H 5877 S 331 $ 124 H g $ 0 8 181 [y 1,111 s 598 s 6.493 [y . s .
i —— —— i
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Sacramento Housing and Redevelopment Agency
Combining Balance Sheet
jor Housing Special Revenue Funds
December 31, 2002
{amounts expressed in thousands)

N,

Clty County
Credit Credit
FUND. inc. Chack Check Total
Assets
Cash and investments $ 9 3 - 8 - 9.501
Accounts receivabie (net) - - - T2
Due from othar funds . - . [y
Due from other governments . - 12 408
Notes receivabie (nel) - - . 1,397
Advances to other funds - . . 1.238
Advancas 10 component unils . - . 3.968
Total assets $ 19 S .S 12 17.425
]
Liabilities
Accounts payable $ - § - § - 59
Accrued Nabilibes - - - (1]
Oue to othar funds - - \H 363
Due to other governments - . . 825
revenus - . . 3,088
Deposit and trust kability . . . 036
Total kabfities - - 12 $.916
Fund Baiances
Reserved for capital projects . - . 889
Reserved for encumbrances - - . 104
Reserved for non-cument assets . - - 2638
Unreserved. undesignaied 19 - - 7.881
Tolal nd balances 19 - - 11.509
Total habilities and fund balances S 19 $ - S 12 17.425
v

69
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Sacramento Housing and Redevelopment Agency
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Nonmajor Housing Special Revenue Funds
For the Year Ended December 31, 2002
{amounts expressed in thousands)

Gonersi Revenus Energy cry County
Housing Bond Drvg Drug
Reserve Program Program Elimination Elimination
Revenues:
Intergovernmentai s - 3 - - 838 3
Interest income 8 102 12 . .
iiiscalangous - 1.094 39 . .
Tota! revenues ) 1.196 52 836 383
Expenditures:
Cument:
Housing operations 8 - . (=1 383
Community development - 644 7 - .
Commundy social $ernces - - . - .
Total expenditures 8 644 7 836 383
Excess (deficiency) of revenuss
over (under) exp! - 552 43 B -
Other fnancing sources {uses):
Transters in 564 - - . -
O Transters out s . {140) . .
J'; Total other financing sources (uses) 03] A (140} s 5
A Net change in fund balances (13} 552 (9%) . .
Fund balances. beginning 2219 4.240 428 . -
Fund balancas, ending H 2.206 § 4.722_ 331 - -
70

Fagezold
County Ty County Thy &
Senior Mather Public Public Riverview P [~ ramon b
Tenant i ing ing Plazs Grant Grant
Services ) p Reserve Opermtions Operations
427 D | - 3 . -8 -
- 8 16 66 1 1
- 254 . . B .
427 262 16 66 1 ]
425 877 450 30 H 24
425 a7 450 30 9 24
2 815 (434) s ®) @3
2 €15) (434} 36 ® @3
1 1.687 1.002 2.468 L] 2
15 1.072 3 558 $ 2.502 - 3 -
— ——
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Page Jof 3
Sacramento Housing and Redevelopment Agency
Combining S of Re

N o b

jor ¢ 9 Special Revenue Funds
For the Year Ended December 34, 2002
{smounts expressed in thousands)

Expenditures and Changes in Fund Balances

Chy Coumty
Credit Credit
FUND, Inc. Check Check Total
Revenuess:
intergovemmental H - 8 CE ] 12 3 1.858
Interest income 1 - . 26
Miscelianeous 5 - . 132
Total revenues [ - 12 3.266
Expenditures:
Current:
Housing cperations . n 12 3.085
Community development - - - 85
Community socisi services 16 - - 1
Total expenditures 18 1 12 3.752
Excess (deficiency) of revenues
over (uncer) {10} (€] - (486)
Other financing sources {uses):
Transfers in . N - 395
Transters out - . - mn
Total other financing sources (uses) - 3 (122)
Net change in fund balances (10} . . (608)
Fund balances, beginning 28 . - 12,17
Fund balantes, ending 3 19 5 - § - § 11509

n

S Housing snd Redevelop Agency
G { Housing Reserve Specisl Revenue Fund
Schedule of Rev , Expenditures, and Changes in Fund Balances-Budget and Actual

For the Year Ended Decomber 31, 2002
(smounts expressed in thousands)

Variance with
Budgeted Amounts Final Budget-
Actual Positive
Original Finel Amounts (Negativej
Revenuss
interest income $ 276 $ 276 $ ] $ {288)
Total revenues 276 276 8 (268)
Expenditures
Cunent.
Housing operations 7 7 8 )
Total sxpendiures 7 7 8 (1)
Excess of revenues
over expenditures 269 269 - {269)
Other financing sources {uses):
Transfers in 75 % 564 489
Transters out (265) (485) (577 (112)
Total other financing sources (uses) (190} (390) (13} 77
Nat change in fund balances 9 (121 (13 108
Fund balances, beginning 2219 2218 2219 .
Fund balsnces, ending S Es.l_ [} ﬂ S —& $ 108

n
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Sacramento Housing and Redevelopment Agency
Energy Conservation Program Special Revenue Fund
Scheduie of Revenues, Expenditures, and Changes in Fund Bal Budget and Actual
For the Year Ended December 31, 2002
{amouynts expressed in thousands)

Varance with
Budgeted Amounts Final Budget-
Actual Positive
Original Final Amounts (Negative)
Revenues
interest income $ 20 3 20 3 i3 H [th
Miscelianecus 20 20 k1)
Total revenues 429 40 52 12
) Expenditures
Current:
Community development 25 328 7 318
Totsl expenditures 325 325 7 318
Excess (deficiency) of revenues
wnf((undm) i 285 (285) s _ 330
Other financing uses:
Transters out {140} {tam (140} -
Total other fingncing uses (140} (140) (140) -
Net change in fund bslances (425) {428%) (9%) 330
Fund balances, beginning 426 426 426 .
Fund balances, ending [] 1 [ 1 S EER] $ 330
74

Sacramento Housing and Red

4

Agency

Senior Tensnt Services Special Revenue Fund
Schedute of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actuat
For the Year Ended December 31, 2002

Revenuss
Misceilaneous

Total revenves
Expenditures

Current:
Housng operations

Total expenditures

Excess (deficiency) of revenues
over (undet) expendiures

Fund balances. beginning

Fund balances, ending

{amounts expressed in thousands)

Variance with
Budageted Amounts Final Budget-
Actusl Positive
Originat Finat Amouynts (Negativej
H 18 s S -
18

18 -

18 -

4 .
S 4 S
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Sa

I ing and Red,

p

Agency

County Mather Transitional Housing Special Revenue Fund

Schedule of Revenues, Expenditures, and Ch
For the Year Ended December 31, 2002
(amounts expressed in thousands)

Revenues

imargovernmental
Total mvenues

Expenditures

Cument:
Housing operations

Tota! axpenditures

Excess (dsficiency) of revenues
ove! (under) expenditures

Fund balances, beginning

Fund balances, ending

in Fund Bal

Budget and Actual

Variancs with
Budgeted Amounts Final Budget-
Actuat Pasitive
Original Fina! A Negative)

$ 400 $ 400 $ 427 $ 27
400 400 427 27
408 408 425 un
408 408 425 on

()] (8) 2 10

13 13 17 .

[ 5 3 5 3 s % 0

76

Sacramento Housing and Re

City Public H

I

development Agency

Fund

Schedule of Revenues, Expenditures, and Changes lanund Balances-Budget and Actual

For the Year Ended December 31, 2002

(amounts expressed in thousands)

Revenues

Interast income
Miscailaneous

Total revenuss
Expenditures

Current;
Housing operations

Total expenditures

Deficency of revenues
under expenditures

Other financing sources {uses):
Sale of capital assats
Total other financing sources (uses)
Net change in fund balances
Fund balances, beginhing

Fund baisnces, ending

Variance with
Budoeted Amounts Final Budget.
Actual Positive
Original Final {N j
3 20 $ 20 28 $ [}
. . 234 234
20 20 262 242
681 601 a7 (196)
681 581 877 {196)
{861) (661) (615) 45
000 800 . (800)
800 800 (860}
139 139 (615) (754)
1.887 1.687 1.687 -
1.8286 S 1.826 1.072 S (754)
— im—

Rk}
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Y
Sacr

Housing and Red

P t Agency

County Public H

Schedule of Revenues, Expendttures, and Ch

Revenues
interast income

Totat revenues
Expenditures

Current.
Housing operstions

Total expenditures

Deficiency of revenues
under expenditures

Other financing sources (uses):
Sale of capital assets
Total other financing sources (uses)
Net change in fund beisnces

Fund balsnces, beginning

ing Homeo Special Revenue Fund
in Fund Bat and Actual
For the Year Ended December 31, 2002
{amounts exoressed in thousands)
Variance with
Budaetsd Amounts Final Budget-
Actual Positive
Odg‘nd Final {Negati
N 35 3 16 H (19)
35 35 16 (19)
781 781 450 131
781 781 450 FEY]
748 (745} (434) 312
80 80 - (80)
80 80 - __(80)
(685) (666) {434) 232
1,002 1,002 1.002 -
S 336 N 568 S 232

Fund belances, ending

78

W,

Sacy ¥ ing and Redevelop Agency
Riverview Plaza Reserve Speciai Revenue Fund
Scheduis of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual
For the Year Ended Decembaer 31, 2002

2 A lm dhminsandel
=7 SRpieesew W H

Variancs with
Budaeted Amounts Final Budget-
Actus! Positive
Original Final Amounts {Negative)
Revenues
interest income $ 476 s 476 $ 65 3 (410)
Total revenues 476 476 66 {410)
Expenditures
Current:
Housing operations - - 30 30
Capitai outiay 1.49% 1,999 - 1.999
Total expenditures 1.499 1.999 30 1.969
Excess (deficency) of revenues
over (under) expenditures {1,023) {1.523) 6 1,559
Fund balances. baginning 2466 2,466 2466 -
Fund baiances, enging B 1443 B 543 5 2.502 $ 1.5588
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Sacramento Housing and Redevelopment Agency

City Comprehansive Grant Operations Special Revenue Fund Sacr Housing and Redevsliop Agency
Schedule of Revenuss, Expenditures, and Changes in Fund Balances-Budget and Actual County Comprehensive Grant Operstions Special Revenue Fund
For the Year Ended December 31, 2002 Schedule of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual
{amounts expressed in thousands) For the Year Ended December 31, 2002
{ nts exp dinth ds)
Variance with .
Budaeted Amounts Final Budget- Yanance with
Actual Positive Budoeted Amounts Actal Fm; G;:wl-
Original Final p co ositive
£ L Segate) Original Final Amounts {Negative)
Revenues —
Revenuss
Intsrest income s S - s 1 s 1 )
interest income s - s . 3 1 $ 1
Total revenues N N ] 3
Total revenuss - - 3 ]
Expanditures
Expenditures
Current:
Housing operations 9 9 9 . Current:
Housing operations - 2 24 -
Totsl expenditures [] [ ] -
Total expenditures - 24 24 -
Deficency of revenuess :
under expendiures (9) (9 8 1 Deficiency of revenues
) @ under expenditures . {24) 23 1
Fund baisnces, beginning s 8 s .
Fund balsnces. beginning 2 2 23 .
Fund balances, ending B [N 3 0y s - T 3
Fund balances, ending $ 23 [ (1) S - 3 1
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Nonmajor Community Development

Speciul Reveniie Fiiind.
City Economic Development Initiative {EDIj Gerami accounts for vaiious economic
development projects in the City of Sacramento.

County E ic Develop t Activities accounts for various economic development
projects in the County of Sacramento.

City Browafields Cl p ts for loans for toxic cleanup in the City.

City Miscell Develop t Grants nts for various economic development
activities in the City.

County Miscell Development Graots ts for various economic development
activities in the County.

City Urban League Fund Raised Equity accounts for funds raised for the construction of
an Urban League building in Del Paso Heights.

BEGIN accounts for loans on behaif of the federal government
City SB966 Loan accounts for loans on behalf of the state government.

City of Citrus Heights accounts for the receipt and use of funding for community service
activities within the City of Citrus Heights.

Shasts Trust Funds are used to account for funds legally required to be set aside for the
Shasta Hotel Investors Partnership.

City CalHOME is a state program that provides loans for low-income housing residents
within the City of Sacramento.

County CalHOME is a state program that provides loans for low-income housing
residents within the County of Sacramento.

This page intentionally left blank
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Assets

Cash and invesiments
Accounis receivable (net)
Due from other funds

Oue from other governments
Notes recsivable (nei)
Advances 10 other funds

Total assets

Liabilitien

Accounts payable

Due 1o other tunds

Due o other governmants
Deferred revenue

Deposit and trust lisbility
Advancas from other funds

Tota! Kabilities

fFund Balances

Reserved for capital projects
Raserved for encLanbrances
Raserved for non-cument acsels
Unreserved, undesignaied

Total fund balancas

Tota! labilitiss and fund balances

Ss Housing and Rede P Agency
Combining Balance Sheet
jor C ity Development Special Revenue Funds
December 31, 2002

{amounts expressed in thousands)

County “Chy County City Urtan
Economic Cry Misc Misc League
cHy D B D Fund Rased
ED1 Gramt Activities Cleanup Grants Grants Equity

$ 2 $ - 3 . 3 1.572 . H 1%

. [ . . . .

. [x] - . . .

. a9 3 130 304 -

- - - - ns .

- 186 - . -

$ 22 $ 280 $ $ 1,702 419 $ 15
——

] - 3 . s . H 38 . s .

- 11 3 . 278 -

2 28 - - . .

. . . - - 15

- - . - [¥] -

22 7 3 38 3ss 15

- 2 - 1483 5 -

- 26 - 201 - -

- 165 - - 18 .

- 27 - - 59 -

- 743 - 1,664 1 -

3 22 $ 2| $ 3 3 1.702 419 3 15
—— s
82

-
city
Chy of
13 Citus Shasta Chey County
BEGIN Loan Heights Trust CalHOME CalHOME Total
1768 . - 167 - - 1.952
- . . . . . ]
. . - - . - 83
134 110 - - 8 107 834
. . - . . - 188
310 710 - 167 [ 187 3,303
— AN
. . . - . 7 %
. . . - 80 86 455
134 10 - - - - 292
178 - - - a8 187 481
. . . . - B 18
- - - - - - 2
310 110 - - 172 280 1345
. - . B . . 1,482
- - - - - - 227
- - - - . - 281
. - . 167 (84) (L] (42)
- p 167 [Co) 193) 1,958
310 110 - 187 [1] 187 3.303
—

83
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Sacr Housing snd Red, P Agency
Combining Staf Re . Expenditures and Changes in Fund
Nonmajor C ity | t Special R Funds
For ihe
{amounTs expressed in lousands)
County Ty County City Urban
Economic chy Wiss Wisc Laague
Chy L De D Fund Rased
E£01 Grant Activities Cleanup Gramts Granes Equity
Revenues:
intsrgovernmentat $ - 8 s s - 8 2145 $ @ s .
Rentsl ncome - . . - [ 1 -
Inerest income - 1" - - . -
Miscellaneous - e - 50 . -
Total revenues - 536 . 2798 a5y .
Expenditures:
Cumrent:
Community deveiopment » 350 - 400 228 -
Capital outlay - . - 3 211 .
Total expenditures £ 350 - 531 439 .
Exoess (deficency) of revenues
over (under) sxpenditures (38) 188 - 1.884 [ 5] .
Fund balances, beginning » 57 - . 1 .
Fund balances, ending $ - H 243 [] - S 1664 $ 61 $ -
34

ity
Clty of
380 Citrus Shasta Chty Coun
i ty
__BEGIN _ _ Loan _ Height Trust CalHOME CalHOME Total
s - . . . 19 o os 1223
I : : . : : .
i - - [ - - n
. . - - . - 119
14 - [] 13 110 3.37¢9
1f . ” 70 103 202 1.449
. - . - - 342
14 - 37 79 103 202 17
. . 7 a3 {84) (92) 1.508
- . k0 240 . 1) e
$ - - - 167 {84) 193! 3 1.958

8s
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Nonmajor Tax Increment Special Revenue Funds

Tax Increment Low and Moderate Income Housing Funds are established pursuant to California
Redevelopment Law to provide for the repl and establish of low and moderate income
housing. The following funds are established for the redevelopment project areas:

. City Low/Mod Merged Downtown

* City Low/Mod Del Paso Heights

. City Low/Mod Alkali Flat

. City Low/Mod Oak Park

* City Low/Mod Richards Boulevard

. County Low/Mod Walnut Grove

. City Low/Mod North Sacramento

. City/County Low/Mod Franklin Boulevard
. City/County Low/Mod Stockton Boulevard
. City/County Low/Mod Auburn Boulevard
. County Low/Mod Mather/McClellan Merged

[} City Low/Mod Army Depot

This page intentionally left blank



S Housing and Redevel Agency

Combining Salance Sheet

Nonmajor Tax Increment Low and Mod | Housing Special Revenue Funds
December 31. 2002
{ Xp d in th ds)
— oy Chy Ciy Crty City County Chy Thy 1 Gounty Ry J County Gy J County . County Lowi
Low/Mod LowfWod LowMod Lew/od Lowidod Low/Mod Low/Nod Low/Mod Lowod Low/dod Mod Mather! Chy
Merged Dot Paso Alleali Oak Richards Wainst North Frankfin Stockton Aubum McClatian Low/Mod
Downtown Helohts Flat Pack Bouvlevard Qrove - Swrged Army Dwpoi Toiai
Asgats
Cash snd investnents $ 6540 § 36 S - 3 47 8 26 3 1 s 215 8 % s 13 s 5 % -8 a4 7.0%0
Property taxes recaivable 784 L 26 es a 1 F2 23 11 3 39 6 1,356
Dvue from other funds 1424 - - N - N . - . . - - 1.424
Reutricted cash ad investments 803 201 . 283 91 . 72 . . - - . 1.250
Total assets s 3 N % 3 a3 3 EY I 2 3 3. 3 T 3 = 3 L3 377 3 LB T P25 )
Uabiiities

Accounts payable s 139§ 103 -8 -8 -3 : s -8 LI } B -8 2 -8 1.388
Due to other funds - - 142 . . . - - - - 126 - 268
Due to other govemments 5,039 - - - - - - . . - - . 8,830
Total abilities 7.229 3 142 - - - N . T s 128 3 7.502

o Fund Balsnces

1

w Reserved for sncumbrances 3050 4 . - - . s . . . . . 3.967
o Reserved for dabt sence 603 201 - 283 L1} - 72 . . . . . 1.250
Resaerved for housing cperstions - - - . . - - 62 “ 8 - - 114
Urnraserved, undesignated 2.439) 408 (116} 562 27 2 297 . - - 191 10 814)
Total fund balances 2122 613 116) 845 362 2 374 62 “ [ 191 10 457
Total labilities and fund balances $ $.351 S 616 8 26 § 845 3 32 3 2 3 74§ 5_2_ 3 44 3 8 3 J18 $ 10 $ 12.019
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ing and Rede

C ining

tof R

, Expenditures and Ch

t Agency

in Fund Bal

Nonmajor Tax increment Low and Moderate income Housing Special Revenue Funds

For the Year Ended December 31, 2002
{amounts expressed in thousands)

City Chy City City City County
Low/Mod Low/Mod Low/Mod Low/dod Low/Mod Low/od
Merged Del Paso Alkall Osk Richards Walnut
Downtown Heights Flat Park Sovlevard Grove
Revenues:
Property taxes $ 3.796 $ 08 H 177 400 3 138 8
Imarest income 436 «Q - 104 6 -
Total revenues 4,232 348 17T 603 201 ]
Expenditures:
Curmrent:
Community deveiopment 1,689 258 66 181 3 .
Community 803l services 1.684 - - - . .
Capital outiay 270 - - - - -
Debt service:
Principal retirement 1.016 67 196 181 24 -
interast 1.547 123 138 282 w 6
Total expenditures 6.206 458 280 614 104 [3
Excess (deficency) of revenues
over (under) (1.974) (10} {103) i11) 97 2
Other finencing sources (uses):
Long-term dabl issued 603 . - . - -
Transters in 1,316 140 - 129 - ]
Transters out {484) - (34) - an -
Total other inandng sowoes (uses) 1.435 140 {34) 129 urn [}]
Net change in fund balances {539} 30 {137) 112 80 85
Fund balances, beginning 2.661 583 2 727 282 {83)
Fund balancas, ending S 2.122 E] 613 E [} 16] 845 S 362 2
88

City City/County  City/County  City/County  County Low/
Lowod Low/Mod Low/Mod Low/Mod Mod Mather! Chy
North Frankiin Stockion Auburn WcClellan Low/Mod
8 B rd Maerged Army Depot Total

187 $ 14 S a5 [} 1 48 19 3 5,856

43 2 & - 4 - 0

240 156 89 ] 484 1 6.557

ke 46 2 . 7% - 2418

- . - . . - 1,684

. . . . . - 270

16 - . . . - 1470

85 . 13 - 48 kg 2.209

144 45 36 - 127 30 8.051
96 110 53 6 357 ~(17) {1.494}

. . - . . . 603

170 . - . 350 n 2,565
. N (62) . (249) - {842)

170 87) 62) . 101 377 2.225

266 13 ] ] 458 380 ™

108 4 53 2 {267) (350) 3788

374 S 62 S 44 $ 8 $ 191 10 3 4517

rvutne

89
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Nonmajor Local Tax Special Revenue Funds

City Local Tax accounts for the City Public Housing portion of payments in lieu of taxes.
The resources are used for community service programs.

e W ook Tom aco s for tho Fount: Boblic Towicioo o obion o
Couinty Losat Tax accounts for the County Public Housing portion o

taxes. The resources are used for community service programs.

g and Red
Combining Balance Sheet

Nonmajor Local Tax Specia! Revenur Funds

Assets

Cash and invesonerms

Total sssets

Lisbiiities

Dus o other govemments

Total kabilites.

Fund Balances
Unreserved, undesignated

Total fund batances

Total lisbilities and fund balances

1t Agency

County
Locel Tey Loes! Tex Tots!
1.742 $ 859 H 2.601
1.742 S 858 3 2.601
— —

1185 § 589 3 1.774
1.185 589 1.774
557 270 [-24
557 270 827

1.742 3 859 $ 2.601
—— i
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Sacramento Housing and Redevelopment Agency

Combining Statement of Revenues, Expenditures and Changes in Fund Balances

Nonmajor Local Tax Special Revenue Funds
For the Year Ended December 31, 2002
(amounts expressed in thousands)

Chty County
Local Tax Local Tax Totat
Revenues:
intergovemmental H Ry s 17 500
interast income {18) 21 3
Total revenues 308 198 503
Expenditures:
Cument:
Community development 3 - 3
Community soGal services 427 180 607
Total expenditures 430 180 610
Excess {deficiency) of revenues
over {under) expenditures (125) 18 (1o
Fund balances, beginning 682 252 834
Fungd balancas, ending 3 557 H 270 827

91

Sacramento H

1

g and Redevel

City Local Tax Special Revenue Fund

P

1t Agency

Schedule of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual

Revenues

Intergovemmental
Interest income

Total revenues
Expenditures
Current:
Community development
Community sociai servicss

Total expenditures

Deficiency of revenues
undger expenditures

Fund balancas, beginning

Fund balances, ending

For the Year Ended December 31, 2002

{amounts expressed in thousands)

Yanance with
Budgeted Amounts Final Budget-
Actual Positive
Original Final Amounts (Negative)

$ 260 260 323 s &3
25 25 (18) {43)

285 285 308 20
1 1 3 )

427 427 427 .
328 428 430 2

(143) (143) {125) 18

682 682 682 .

S 539 539 557 H 18

92
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Sacramento Housing and Redevelopment Agency
County Local Tax Special Revenus Fund

Scheduls of Revenuass, Expenditures, and Ch

in Fund Bal

For the Year Ended December 31, 2002
' de)

A in th
expreseec in the

Budget and Actuai

Variance with
Budgeted Amounts Finatl Budget-
Actual Positive
Driginat Finat nts (Negative)
Revenuss
Intergovemmentsi $ 159 158 7 H 18
Interast income 15 1$ 21 [
Totst revenuves 174 174 198 24
Expenditures
Current: . , .
Community deveiopment .
Community sociat services 179 179 180 4]
Total expenditures 180 180 180
Excess {deficiency) of revenues
over (under) expendnures {8) (6} 18 24
Fund bslances, beginning 252 252 252 -
Fund balances, ending S 246 246 270 § F

93

Nonmajor Debt Service Funds

The debt service funds are used to account for the accumulation of resources and payment of long-
term debt principal and interest. Enterprise debt is included in the enterprise funds. The following
funds account for the accumulation of monies for payment of interest and principal on bonds, notes
and foans issued to finance capitai improvements and redeveiopment within project areas:

. City Del Paso Heights

. City Alkali Flat

. City Oak Park

. City Richards Boulevard

. County Walnut Grove

. City North Sacramento

. City/County Franklin Boulevard

. City/County Stockton Boulevard

. City/County Auburn Boulevard

. County Mather/McClellan Merged

. City Army Depot

. City Northgate

. City 65 Street/Folsom Boulevard

. City CDBG

. County CDBG

. County CHFA HELP
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Sacramento Housing and Redeveiopment Agency Pagezors
Combinino Balance Sheet
Nonmajor Debt Service Funds
December 31, 2002
{amounts expressed in thousands)
County
City Chy Chy Chy County
Del Paso Alkali Oak Richards wainn Chy Chy/County  City/County  Chty/County Mather!
Helghts Fist Park Bouleverd Grove North Franklin Stockton Aubum WMcClelian Chy Chy
Assets [ Merged Army Dapot Northgats
Cash and investments H 125 931 180 93 3
Property Laxes raceivable 187 108 344 92 & 42 3 128 § 59 3 9 3 -3 57 -
Due from other funds 30 . . . . 110 9 45 " 12713 28 -
Notes recsivabie (net) - - - - - N - i N : X )
Advances to other funds : - . - . : : . ) . .
Restricted cash snd investments 907 . 1.265 LE] - 30; N : N : X N
1,249 . -
Totat assets $ 2. |& 363 516 9 753 3 375 5 T % T 3 T % ] -
e—— e
Liabilities
Accounts s - - - [ .
Do 10 ciar umas . 936 . . . o3 30 x $ 3 Mo 3 s :
Due 1o other govemmaens . . . [ - . _ z_;?g “’:
Advances from other funds - - - 600 37 : P : 378 728 a2 %0
O Total Kabilties - §36 - 720 317 7 T % = ) Py o
[=a)
& Fund Balances
Reserved for debt tervice s07 - 1.265 ™ - 101 ) A ) : . .
Reserved for non-curent assets . - . - - . . . . - . -
Unveserved. undesignated 342 100 704 (535) (308} a3 (264) ™ (3s8) @115 312) (40)
Total fund balances 1.249 100 1.969 1204) (308) 734 (264 78 {358) {2.115) (332) 40)
Tolal liabifities and fund balances s 1.248 1.038 1.969 516 9 75 3 219 104 P 213 s 82 .
— -
94

95
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Page dofd

Asgets

Cash and investmems

Property Laxes receivadie

Due from other funds

Notes receivabie (net)
Advances 1o other funds
Resincied cash and investhents

Total assets
Liabilities

Accounts payadle

DOue to other funds

Due 10 other govemments
Advances from gther &inds

Total Kabikties

Fund Balances
Reserved for debt servias
Resarved for non-current sssets
Unreserved, undesignated

Total fund dalances

Totsi kabilities and fund baisnces

to Housing and Redevelop
Combining Balance Sheet
Nonmajor Debt Service Funds
December 31, 2002

t Agency

{amounts expressed in thousands)

City
G5th Street/ County
Folsom Chy County CHFA
Boulevard CDBG CcDBG MELP Tetl
-8 -8 - L | 2114
. - - . 2.2t
. - - - »
. - - 1918 1918
. . - 82 82
- - - - 2,804
— 3 — 3 - 7§87 3§ §.236
LN
Y .8 B -8 495
- - - 30 1,151
. . - . 2219
250 B - . 2.085
250 - 30 7010
. . - . 2904
. . B 1,997 1.997
(250) - . (30) (2.57%)
250 - . 1.567 2.226
- s .3 . 1597 3 9238
——_ L
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Paps 103

Sacramento Housing and Redevelopment Agency

Combining it of R Expenditures and Changes in Fund Balances
Nonmajor Debt Service Funds
For the Year Ended December 31, 2002
(amounts expressed in thousands)
Chy cry Chy Ciy County
Del Pmo Alxail Qak Richards Wainwt
Heights Fiat Park Boulevard Grove
Revenues:
Property taxes H 1222 3 721 3 1995 § 552 3 35
Interest income 263 2 3 20 .
Misceiianeous - - - . -
Total revenues 1.485 743 2.308 572 35
Expenditures:
Current:

Community developmant . - - .
Capiisl outiay - - . . .
Dabt sarvice:

Princpal retirement a7 312 379 76 -

interest 457 8 708 250 22

Relsted charges 285 18 39 9 1

Totsi sxpenditures 799 338 1.126 425 23

Excass (daficiency) of revenues

over (under) i 685 408 1.182 147 12

Other financing sources {uses):

Long-term debl issuved - . - - .

Transfers in - . - . -
Transters out (850} {936) (1.043) 831 [&)]
Tolsl other financing sources (uses) {890) (936) (1.043) 1631) {3)

Nat change in fund balances (204) (528) 138 (484) 9

Fund balances, beginning 1.453 828 1.830 280 (M
Fund balances. ending $ 4.243 k] ﬂﬁ 3 1 9.2 S 520‘2 s ’306)

97

Page 20f)
County
City City / County City | County Clty | Courty ather!
North Frankiin Stockton Aubum McClelian Chy City
Sacramento Boulevard Boulevard Boulevard Merged Army Depot Northgate

3 k. 618 3 m 3 5 1.917 53 -
124 1 19 - 17 - -
D14 620 350 25 1.934 53 -
. 30 - 1,549 - -
69 - . . - - .

226 2 52 28 120 Fa)

51 13 4 " . 9

3486 376 100 42 1,669 30
553 244 250 (1 265 23 -
. . . 300 - . .
. - . . . 45 -
520 (18n (98) (300) (628) - 40
527) (161} 98) (628) 46 {40)
41 [k} 152 an (363) 89 (40)
633 (347) 4 {341) (1.752) (401} -
$ T34 H ‘ZMI 3 78 (35!2 (2.115) (332) (40!
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Page dofd

S to Housing and Redavel t Agency
Combining $ of Rev Expenditures and Ch in Fund Bal
Nonmajor Debt Service Funds
For the Year Ended December 31, 2002
{amounte aynraeand in thousands)
estn Seryes ! County
Folsom Ciy County CHFA
Boulevard CDRG CDBG HELP Total
Revenuss;
Property taxes $ - 8 - . - 8.2680
Interest income . - . 4 783
Misceltaneous . . - 50 50
Tota! revenues - - - 54 9.093
Expenditures:
Current: 57
Communily development - - . . .
Capitsi outiay - . - 1.027 1.027
Debt service:
Princps! retirement - 1.400 15 - 2.928
interest - 643 40 - 2.648
Related charges - . . - 34
Total expenditures - 2.043 455 1,027 8.796
Excess {deficiency) of revenues
aver (under) i . (2.043) (485) 1973) 297
Other financing sources (uses):
Long-term dett issusd - - . 1.835 2138
Transters in N 2.018 445 - 2.509
Transfers out {250} - . - {5.507)
Total other ingncing sources (usss) {250) 2.018 445 1.835 (863}
Net change in fund balances {250} (25) (10} 862 {566)
Fund balances, beginning . 28 10 1.108 2792
Fund baiances, ending 3 (250! $ - - 1.967 2.226
99

Schedule of Rev

" s
L,

'y
S8¢r

Revenues

Property taxes
Interest income

Totai revenues
Expenditures
Debt service:
Princpal retirement
inarest
Reisted charges
Total expenditures
Excess of revenues
over expendrtures
Other financing uses:
Transfers out
Total other financing uses
Net change in fund balances
Fund balances, beginning

Fund balsnces, ending

penditures, and Ch

g and Redevel

P

Agency
Clity Del Paso Heights Debt Service Fund
ges in Fund Bal

Budget and Actual

For the Year Ended December 31, 2002
{amounte expressed in th ds)

Variance with

Budgeted Amounts Final Budget:

Actual Positive
Origing! Finat (Neaative!

$ 1.040 s 1.040 s 1,222 $ 182
304 304 263 (41)

1.344 1344 __ 1485 141

2n rigd 27 -

487 497 497 -

26 26 25 1

800 800 799 1

S44 544 686 142

(890) (890) (890} -

(8S0) {8901 {890) -

{345) {346) (204) 142

1,453 1453 1.453 -

[] 1.907 S 1.107 $ 1.249 $ 142
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Property taxes
Interast income

Total revenves
Expenditures
Debt service:
Principai retirement
imerest
Relstad charges
Tats! expenditures
Excess of revenuss
over expenditures
Other financing uses:
Transfers out

Total other financing uses

Net change in fund balances
Fund bslances, beginning

Fund balances, ending

Housing and Red
City Alkali Flat Debt Service Fund
Scheduls of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual

For the Year Ended Decomber 31, 2002

Agency

(amounts exp d in th ds)
Variance with
Budastsd Amounts Final Budget-
Actus! Positive
Original Final Amounts {Negative}

$ 704 $ 704 ™ 1 17
39 39 2 an

743 743 743 h

318 e M2 6

2 23 8 2

18 1] 15 3
35 N ECL T
378 f14) 408 0

(936) (936) {936) -

(936) (9361 1936)

{558) (558} {528) 30

628 628 628 .
$ 70 £ 70 100 $ &

101

Sacramento Housing and Redevelopment Agency
City Oak Park Dedt Service Fund
Schedule of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual

Property taxes
interest income

Total revenues
Expenditures
Debt setvice:
Prncipal retirement
interest
Related charpes
Total axpenditures
Excess of revenues
over expenditures
Other financing uses:
Transters out
Total other financing uses
Net change in fund balances
Fund balances, beginning

Fund balancas, anding

For the Year Ended December 31, 2002
(amounts expressed in thousands)

Variance with
Budi Amo Final Budget.
Actus! Positive
Originai Finat {Negstive)

3 1.560 3 1.580 1,995 $ 435
328 325 313 (12)

1.885 1.885 2.308 422

k14 e are .

708 708 708 -

40 40 39 1

1.127 1.127 1.126 1

758 758 1.182 424

(1.042) (1.042) (1.043) 1

11.042) (1.042) {1.043) 1

{284) (284) 139 425

1.830 1,830 1,830 -

3 1 546 $ 1.546 1.969 $ 432“

102
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Sacramento Housing and Red: p Agsncy
City Richards Boulevard Debt Service Fund

Schedule of Revenues, Expenditures, and Changes in Fund Bai Budget snd Actual

For the Year Ended December 31, 2002
(amounts sxpressed in thousands)

Variance with
Budaetad Amounts Final Budpet-
Actual Positive
Original Finat Amounts {Negative)
Revenues
PR [ 352 s 82 s 252 H 200
Froperity taxés * 432 3
Interast income €0 60 20 {40)
Total revenues 412 412 572 160
Expenditures
Debt service:
Principst retirement 76 76 76 -
interest 250 250 250 -
Related chargss kal " -] (28)
Tots! sxpenditures 397 337 425 (28)
Excess of revenues
over expenditures 15 *S 147 132
600 600 - (600)
{631) {631) (631) .
Total other fi o (uses) (31 €10 (631 (600
Net change in fund balances (16} {16} (484) (468)
Fund balances, beginning 280 280 280 -
Fund balances, ending $ 264 $ 264 $ (204} $ 1468)
103

Revenues
Property taxes
Towl revenues
Expenditures
Debt service:
Principat retirement
Interest
Related charges
Total expenditures
Excess of revenues
over sxpenanures
Other financing uses:
Transfers out
Tatat other financing uses
Net change in fund balancas
Fund baiances. beginning

Fund balances, snding

Sacramento Housing and Redevelopment Agency
County Wainut Grove Debt Service Fund
Schedule of Revenues, Expenditures, and Ch

an

in Fund Bal Budget and Actual
For the Year Ended December 31, 2002
{amounts expressed in th ds)

Varisnce with
Budaeted Amounts Final Budget-

Actual Positive

Original Finsl A {Megative
H 32 $ 32 H 35 4 3
32 32 a5 3
6 6 . ]
22 2 2 -
1 1 1 -
29 29 23 6
3 k) 12 ]
3) ()] (3) .

) 3) (3)

- . ] 9
Mn (311 [£11)) -
$ (317) s {317) $ (308) 9
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Sacramento Housing and Redevaiopment Agency

City North Sacramento Debt Service Fund Sacramento Housing and Redevelopment Agency
Schedule of Revenuss, Expenditures, and Changes in Fund Bal Budget and Actual City/County Franklin Boulevard Debt Service Fund
For the Year Ended December 31, 2002 Schedule of Revenues, Expenditures, and Changes in Fund Bal Budget and Actual
( ts exp dinth s For the Year Ended December 31, 2002
{smounts expressed in thousands)
Variance with
Budgeted Amounts Final Budget- Varisnce with
Actual Positive By Amounts Finsl Budget-
Original Final A j Actust Positive
Original Final Amounts {Negative)
Revenuss
Revenues
Property taxes H 840 $ 640 [ 790 s 180
interest income 258 258 124 (134) Propetty laxes s 800 [ $00 H 619 § 19
interest income 2 2 1 m
Total revenves 898 898 914 16
Totat revenues 502 502 620 118
Exumm
Expenditures
Dett service:
Principal retirerment 85 a5 89 16 Cumm:_ .
Interest are a7 226 144 Housing aperations . . - -
Reisted charges ]} 8§ st s Commundty developmant k) 322 3% ®)
Community socisi sarvices - . . -
Total expenditures [73] 7Y 346 195 Capial outlsys - - . .
Housing assistance payments - . - .
Excess of revenues Losns and granta . - - -
ovar expenditures sy 357 568 21 M_““"ni
Principa! retirement 21 2 - 21
Interest kX kY] 3 -
Other financing uses; Reisted charges 12 13 12 .
Transters out 2n & s27) . Total expanditures &7 ELEN 376 13
Total other financing uses (527 (527 527 s Excess of reverwes
i Gen) 521 527) over expenditures 95 113 244 131
Nat change in fund balancaes (1709) {170) 41 21
Fund baisnces, beginning 693 693 693 . Other financing uses:
Fund baisncas, ending s 523 S 523 B 734 s 211 Transfers out (143) (167) (161) -
L s .
Total other fnancing usas {143) 161 (181 -
Net change in fund balances (48) (48) 1] 1
Fund balances, beginning (347) (347 (347) -
Fund balances, snding s 305 8 (398 3 (264) § 131
105

106
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Sacramento Housing and Redevelopment Agency

City/County Stockton Bouievard Debt Service Fund
Schedule of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual

For the Year Ended December 31, 2002

{amounts sxpressed in thousands)

Variance with
Budoeted Amounts Final Budget-
Actual Positive
Origing! Finsl {
Revenues
Property taxes S 200 $ 200 n 3 131
Interest income 76 76 19 {57)
Total revenuves 28 276 350 74
Expenditures
Debt service:
Principal retirement 195 185 . 195
interest 59 m 52 59
Reisted charges 29 29 48 (18)
Total expenditures 283 338 100 235
Excess (deficiency) of revenues
over (under) i (143 (59) 250 309
Other financing uses:
Transters out (98) (98) (98) .
Total other financing uses (98) 8) 98) -
Net change in fund balances {105) {157) 152 03
Fund balances, beginning 74) T4 9 .
Fund baisnces, ending 3 (179) S (231) 78 S 30_9_

107

Iy
Sacr

ing and Rede

Agency

City/County Auburn Boulevard Debt Service Fund
Schedule of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual
For the Year Ended December 31, 2002

{amounts expressed in thousands)

Revenuss
Property laxes
Total revenues
Expenditures
Debt service:
Principal retbremnent
Interest
Related charges
Totai expenditures
Deficency of revenues
under expendiures
Other financing sources {uses):

Long-tern debt issusd
Transters out

Total other financing sources (uses)
Net change in fund balances
Fund batances, beginning

Fund balances, ending

Variancs with
Budoeted Amounts Final Budget-
Actual Positive
Originat Final A (Negative}

s - H - H 25 $ 25
- 25 25
. . 28 (28)
- - 14 (14)
- - a2 {42)

. . (17 (17)

300 00 -

- (300) (300) -

. - {n n

(341) (341) (341) -

341] S (347) S 7358) ~(17)

108
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Sacramento Housing and Redevelopment Agency
County Mather/McCilellan Merged Debt Service Fund

Schedule of Revenues, Expenditures, and Ch

For the Year Ended December 31, 2002
(amounts expressed in thousands)

in Fund Bal

Budget and Actual

Variance with
Budaeted Amounts Final Budget-
Actual Positive
Original Final Amounts {Negative)
Revenues
Property taxes $ 1.120 1.120 1917 H) 797
Interest income 100 100 17 83)
Tolal revenues 1.220 1,220 1.934 714
Expenditures
Current:
Community development 1,498 1,498 1.549 {sN
Deabt service:
Principat retirement 105 205 . 205
interest 270 70 120 (50)
Related charges - 85 - 85
Totel expanditures 1.873 1.858 1.669 189
Excass (deficiency) of revenues
over {under) i {653) (638) 265 903
Other financing sources (uUses):
Long-term debt issved 1,000 11,000 . {11.000)
Transfers out (628) (10.543) {628) {9.915)
Total other financing sources (uses) 372 457 (628) {20.915)
Net change in fund balances (281) {181) {363) {20,012)
Fund balances, beginning {1.752) (1.752) (1.752) -
Fund balances. snding $ (2.033) {1.933) {2.115) $ {20.012)
e st m———
109

Scheduls of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual
For the Year Ended Decembaer 31, 2002

Revenues

Property taxes
Imerast income

Total revenues
Expenditures
DOebl service.
Interest
Related charges
Total expenditures
Excass of ravenues
over expendtures
Other financing sources:
Transfers in
Total other financing sources
Net changs in fund baiances
Fund balances, beginning

Fund baiaacey, ending

} ing and Rede

P

City Army Depot Debt Service Fund

(amounts expressed in thousands)

Agency

Variance with
Budaeted Amounts Final Budget-
Actual Positive
Original Final Amounts {! tive)

H) 18 H 16 s 53 $ 7
7 7 - (4]

2) 23 53 30
. - 24 (-3}
3 3 9 (6)
3 ] 30 27)

20 20 23 3

45 L 48 -

48 48 AB -

66 65 1] 3

(401) (401) (401 -

3

3 (335) S {335} S (332! S

110
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Sacr

Scheduls of Re E
Other financing uses:
Transfers out

Tetal other financing uses
Net change in fund baisices
Fund balances, beginning

Fund balances, ending

ing and R

City Northgate Debt Service Fund

P in Fund Bai

For the Year Ended December 31, 2002
{amounts expressed in thousands)

ditures, and Ch

p

t Agency

Budget and Actual

Variance with
Budasted Amounts Finsl Budget.
Actual Positive
Original Final A {Neg sty
—,
s 140) uoy s “o 8

(40) {40) oY p

(40} (40} (40) .

S5 (401 (407 S 40 $ -

11

Sacramento Hi

ing and Red:

(d

t Agency

Clty §5th Strest/Folsom Boulevard Debt Service Fund

Schedule of Rev

Other financing uses:
Transfers out
Total other financing uses
Net change in fund balancas
Fund balancas, beginning

Fund balances. ending

penditures, and Changes in Fund Balances-Budget and Actual
For the Year Ended Decomber 31, 2002
{amounts sxpressed in thousands)

Vanance with
Budosted Amounts Final Budget-
Actual Positive
Originai Finai Amo {Negative}
$ . $ (250 § 250
. 2501 25
. (250 250
$ - $ (250) $ 250
—r—

112
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Sacramento Housing and Redeveiopment Agency
City COBG Dabt Service Fund

Schedule of Revenuss,

Expenditures
Debt service:
Principal retirement
interest
Total expenditures
Deficiency of revenues
vnder expenditures
Other financing sources:
Transfers in
Total other inancing sources
Net change in fund balancas
Fund balances, beginning

Fund balances, ending

Expenditures, and Ch

in Fund Bal

For the Yaar Ended December 31, 2002

(amounts expressed in thousands)

Budget and Actual

Variance with
Budgeted Amaunts Final Budget-
Actuai Positive
Original Final A (Negative)

H 1.400 1.400 1,400 H -
641 641 642 @
2.041 2.041 2.043 {2)
(2.041) (2.041) (2.043) 2

2,131 2,131 2,018 (1)
2131 2137 2.018 HLEER

S0 90 (25) (115)

25 25 25 -

S 1% 118 - $ (115)

113

g and Red P Agency
County CDBG Debt Service Fund
Schedule of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual
For the Year Ended December 31, 2002
(amounts expressed in thousands)

Variance with
Budgeted Amounts Finsl Budget-
Actusl Positive
Originat Fina} Amounts (Negative)
Expenditures
Debt service:
Principai retirement 3 395 $ 415 $ a5 $ -
intarest L] 41 . 40 1
Tots! expenditures 452 456 455 1
Defic:iency of revenues
under expenditures {463) {456) (455) 1
Other financing sourcas:
Transfers in 4N 448 445 (1))
Total other financing sources 431 446 [ (1}
Net change in fund balances {2) AV (10) .
Fund balances, beginning 10 10 10 -
Fund balancas, ending $ 22 S - 3 - $ -
—

114
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Sac! Housing and Redevel Agency

County CHFA HELP Debt Service Fund Sacramento Housing and Redevelop Agency
Schedule of Revenues, Expenditures, and Changes in Fund Balances-Budget and Actual City Merged Downtown Dabt Service Fund
For the Year Ended December 31, 2002 Schedule of Revenues, Expenditures, and Changes in Fund Bal Budget and Actual
{amounts exp d in th ds) For the Yeoar Ended December 31, 2002
xpregseed in thousande}
Variance with
Budaeted Amounty Final Budget. Variance with
. Actusl Positive Budgeted Amounts Final Budget-
Original Final Amounts {Negative) Actual Positive
! Final A qat
Revenues
inerest income s [ 3 & [ . s I Revenues
Miscelianeous 850 : 50 50 Property taxes 3 1450 § 14560 § XLV 526
imerast income 1,500 1.500 611 (889)
Tow! revenues 355 3 54 4 Miscallaneous 3,600 3,600 - (3.600)
Expenditures Total revenues T 19660 19.650 15,795 (3.865)
Curment: N
Community development 1.810 360 - 860 Expenditures
Capital cutiay - 2.500 1,027 1473 Dabt service:
Prncipal retirement £.062 6,062 5512 550
Total expenditures 1.810 3.360 1.027 2333 In\e::l 9.622 8.306 5967 2339
ted 388 268 319 a3
Deficiency of revenuas Relstad charges
under expendrures _(8%5) {3.355) 1973) 2382 Total axpenditures 16.052 14736 11.798 7938
Other financing sources: Excess of revenuves
over axpanditures 3.608 4.924 3,997 (327)
- 2.500 1,835 (865)
. Other financing sources (uses):
Total other financing sourcas - 2.500 1.835 {665}
Long-term debt issued - ns 9 -
Net change in fund balances (855) (85%5) 862 1717 Sale of capnal assats . R 5100 5,100
Transters out (3.101) {6.545) (6.101) 444
Fund batances, beginning 1,108 1.108 1,105 -
Total other financing sources {uses) (3.101) (5.806) 262 5,544
Fund batances. ending 3 7 3 FL ST S T 9 \ 252
— ————— e
Net change m fund balancas 507 (882) 3738 4617
Fund baishcas, beginning 90 80 90 -
Fund batances. ending s 557 S 792) $ 3,825 S 4617

115
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Nonmajor Capital Projects Funds

Capital projects funds are used to account for the acquisition and construction of major capital
facilities other than those financed by proprictary funds and must funds.

¢ City and County Land Bank Funds account for the accumulation of land acquired for the
future development of low-income housing.

¢ City and County Capital Fund/Comprehensive Grant Programs and City Development This page intentionally Ieﬂ blank
Funds for Modernization account for the modemization and rehabilitation of Agency operated
low-income housing funded by the U.S. Department of Housing and Urban Development.

hils

¢ City and County Housing Trust Funds accounts for the acquisition, reh ion and

development of low-income housing funded by local developer fees.

The following funds account for the financing and construction activities of capital improvements
in referenced project areas:

¢ City Del Paso Heights ¢ City/County Stockton Boulevard

¢ City Alkali Flat ¢ City/Couuty Auburn Boulevard

¢ City Oak Park ¢ County Mather/McClellan Merged
¢ City Richards Boulevard ¢ City Army Depot

¢ County Walnut Grove ¢ City Northgate

¢ City North Sacrameate ¢ City 65* Street/Folsom Boulevard
¢ City/County Franklin Boulevard

The following funds account for the financing and construction activities of low- and moderate-
housing capital improvements in referenced project areas:

¢ City Low/Mod Del Paso Heights ¢ City/County Low/Mod Franklio Boulevard

¢ City Low/Mod Alkali Flat ¢ City/County Low/Mod Stockton Boulevard

¢ City Low/Mod Oak Park ¢ Clty/County Low/Mod Auburn Boulevard

¢ City Low/Mod Ricbards Boulevard ¢ County Low/Mod Mather/McClellan Merged
¢ County Low/Mod Walnut Grove ¢ City Low/Mod Army Depot

¢ City Low/Mod North Sacramento

¢ Community Social Service Complex accounts for the financing and construction activities of
the complex.

¢ City and County Section 108 Programs account for the acquisition of land, buildings,
rehabilitation of public housing and various redevelopment activities. These funds are
collateralized by and payable from future CDBG entitlements. :
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Sacramento Housing and Redevelopment Agency

Page 2016
Combining Balance Sheet
Nonmajor Capital Projects Funds
December 31, 2002
i ~ din th dAx)
=% Covrty Sity Sounty Sty Coumy R Thy Ty Ty
tand tand Caphal ‘i""’" o Deveiopment Ciy County city Lowdod cry LowMod ciy
—_Banx __ Baok  fund und Grant re funds for Housing Housing Det Paso Del Paso Alkati Alxali oat
Asaste W Trust Trust Heights Heights Fiat Fiat Park
Cash and investments s s S s 3 -8 P } -8 121
Agcounts receivable (net) - . - - - H -8 5387 § 70719 43210 3 683 § 151§ 1303 $ 7.376
Due from other funds - - - - : . . . - 1 - 1 ] 1
Due from othar governments . - B s 59 N . . . . . 036 M -
Notes receivabie (net) - - - - > - 489 454 - - - . -
Restricted cash and investmens - - - - - : - 8.549 1253 1.598 kes) 1778 908 2317
Totat sssets S 748 S LTI LN $ S 3§ S $ 121
3 3 14405 S 18788 % 5809 § 462 § 427 S 2244 S 9.762
— - ——— — —
Uabilities
ACcounts paysbie s - 8 I s ¥ 3 4 3 LLI } [3
Contracts paysble - - - 1 2 2 s . - s N s 2 s . s . . s 266
Due 10 other funds . - N i @ 13 . . . . ) ) N .
Due to other governmants - N - - * . . . . - . . .
Dafeied isvemss . - - - - : - . . . - . . .
. . . . ) 12 - 2
~1  Totst kabinies P 3 ) H 5 EF1]
~ . N S 31 3 12 5 - 368
fund Balances
Reserved for capitsl projects . - - - - -
Resarved for encumbrances - - - - * N - d.22¢ 6.945 2969 34 2.182 1.011 5.657
Reserved for debt service - - - . - - - 928 20 1264 2%0 10 295 1,353
Raserved for non-cument assets. - . - . - - . - . . . . . .
Reserved for loans - - - N N - - 8.549 11253 1.598 79 1775 906 2377
Raserved for housing cperations 49 L] . . - N . . . . . . . .
Unreserved, undesignated % § . - . . . . . - . . . .
. 1.703 Ex14 72 87 101 32 7
Total fund balsnces 148 51 - . . -
. 14 405 18755 5503 7450 4268 2244 9.35¢
Total ablities and tund dalancas $ 148 $ 54 S 39_ $ $ $ 59 3 121
[ .8 14405 S 18786 S 5909 $ 1462 8 4273 8 2244 S 9.762
——— -
17
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Sacramento Housing and Redevelopment Agency Page s of 8
Combining Balance Sheet
Nonmajor Capital Projects Funds
December 31, 2002
(amounts expressed in thousands)

Chy Cry County i
LowMod Chy Lowod County LowMod Ciy Ciy Chty / County Chy { County City { County County
Osk Richards Richaris Wainut Walnut North Low/Mod Chty / County Low / Mod City ! County Low { od City / Coumty Low / Mod Mather!
Park Boulevard Boutevard Grove Grove Sacramento North Frankiin Prankiin Stockton Stockton Auvbum Aubum McCietian
Assets Bouevard Soulevard Merged
Cash and investments 2280 1439 § 128§ 8 3 - ] 2239
Accounts recavabile (net) 12 - . - B . $ 104§ 18§ b7 $ 2680 § 789 3 28 LI | 670
Due from other funds - - . - . . . . . . . . . .
Due from othar govemments . - - . - . . . - - . - - kY4
Notes recawable (net) 1718 1.008 - 263 18 729 . . . - - - . .
Restricted cash and investmerts - . - . . - 264 . 90 . . . . .
Totsl sssets 3 4010 S 7437 § 1263 5 287 3 % 3 2,968
— o 3 7778 3§ 783 3 313 2880 S 789 S 22 3 3 3 707
e —— m— ———
Liabilities
Accounts payable $ 20 S s 3 O -3 LI 6 .
Contracts pplyyabh . . - . . . 3 L - 3 1 3 - 3 O § - 3 I § 2
Due to other funds - - . . . . . . . - - . . .
Oue to other governmants . - . - . . - . . . . . - .
Detarred revenuve . . . . - . . . . . - - - .
o Deposit and trust liability - . . . - . . . . . . ; - -
; Total labilifies 20 85 - - - 5
N 1 - 5 - 2
Fund Baiances
Resarved for capitsl projects 2,128 1.434 1,200 1 84 2.038
Reserved tor lnwm::lnm 9 - G. . 188 543 98 191 2.560 787 b3 2 636
Reserved lor debt servce . . - . . . 478 ki) 12 110 - . . “
Reserved for non-cument assets RRAE) 1,008 - 263 18 729 N . - - . . . .
Reservad for loans - . - . . . 264 . %0 - . . . .
Reserved for housing operstions . . . . . . . - - . . . . .
Unreserved, undesignated . 4 - - - . . . . .
" e w“a ! 2 0 m ] 17 10 2 2 1 Fi3
N X .862
Tota) fund baisnces 3.990 2.402 1.263 281 [2] 2 i 5 I T80 173 y7e] 3 o5
T abilit 2.968
otal Kabilites and fund balances S 4010 § 2.497 S 1283 § 281 3 84 $ s 1218 8 W s mn s 2680 3 e s 228 s . s 107
e m—— ol
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Assets

Cash and investments

Accuums TecRivable (net)

Due from oher unds

Due from other governments
Notes recsvable (net)
Restricted cash and investments

Touwl assats

Liabiinies

)

6L-0

Accounts paysbie
Contracis payabie

Oue to other funds

Due 10 other govemments
Deferred revenue
Depost and trust kability

Total lisbilties

Fund Balances

Reserved for capital projecs
Reserved for encumbrances
Resetved for debi servica
Reservad fof non-curment assety
Reserved for loans

Reserved for housing operstions.
Unreserved, uncesignated

Total fund balancss

Total labikties and fund batances

Combining Balance Sheet

Sacramento Housing and Redevelopment Agency

Nonmajor Capital Projects Funds

County Low! City
Nod Mather! city S0 Street/
McCleitan City Low/Mod Chy Folsom
Merped Ammy Depot Army Depot Morthgate Soulevard

147 3 219§ 54 27 3 237
126 L1 - - .
. . 1 - .
s - 9 - .
6 3 3 3 e 27 3 737

w——
4 8 -3 3 - 3 -
] - . - .
s - 3 N .
192 kL] 103 - a0
80 3 44 . 157
Q3 . [] . .
1 - (85} 27 N
591 304 7 27 237
s08 3 304 3 74 27 8 237

— ——
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Page 6 of &
Community
Social
Service Ciy Coumy
Compiex Section 108 Section 108 Total
-8 “ s - 8 41,843
- 2 - 28
118 . - 1.3
. 438 - 1.495
- 430 23 32.862
- 2581 188 2.7658
116 H 3515 § 708 $ 0.126
—
. s S - s £93
. . - 26
. . 17 @
- - - 113
- 43t - 428
- . . 2%
. 438 17 1.241
13 . - 35.030
3 . t 5338
. 2581 185 2,768
. 480 323 32 862
- 16 - 16
. . - L)
. . U 2978
118 3.077 691 78.885
116 8 3815 § 708§ 30126
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Sacramento Housing and Redevelopment Agency

Combining 1t of Re Expenditures and Changes in Fund Bal
Nonmajor Capital Projects Funds
For the Year Ended December 31, 2002
(amounts expressed in thousands)
City City County Chy County
Land Capital Capital P P
Bank Fund fund Grant Grant
Revenuss:
imergovenmental - - 3 1.238 839 3.362 2,022
inerest income 4 2 - . . .
Miscelianeous - - - . - .
Tolal revenues 4 2 1.286 €33 3.562 2,022
Expendiures:
Current:
Housing operations 19 20 ] 9 862 821
Community deveiopiment . - . - . .
Caphal outiay . . 1.218 630 2.700 1,401
Debt servics:
interest . - - . . .
Bond issuance costs - - - . . .
Total expenditures 19 20 1.2868 639 3.562 2.022
Excass (deficiency) of revenues
ovar (under) i 1% (18} . . - .
fw Other fnancing sources {uses):

o Long-term debt issued - B . . . .
Premium on redevalopment bonds - . . . . -
Transfars in - - - - . .
Transfers oul - . . - . .

Tolal other financing sources (Uses) - - - . A N

Net change in fund balances (15) (18) . B . .

Fund balancas. beginning 163 63 - - . .

Fund balances, ending B 148 51 3 - N - N
123

Page 201 6
(] Chy
Development Cny County Chy LowMod Chy
funds for Housing Housing Alsil Alksi Oak
Modsmization Trust Trust Flat Flat Park
$ 1 2338 3 1.320 - 3 . - 3 - -
- 12 188 N 21 13 56 27
- 79 . . 258 - - k<]
1 3326 1505 3 776 [E] 56 62
1 . B . . . . .
. . 1.258 2.78% 22 513 2 1.03%
1 - 1.258 <.789 232 513 2 1.039
- 2326 247 (2.756) “ {500) 54 om
. - . 648 102 936 k2 1.851
. . . . . . - (892
- - - 848 102 836 7] 958
. J.32¢ 247 {2.108) 146 €°s " (8
. 1079 18.508 8.011 1.304 3.832 2,156 0.412
H - 14 405 3 18.755 $.903 $ 1.450 4.268 F 2.244 9.394
— sw——— m— i —~
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Sacramento Housing and Redevelopment Agency

c ining Sta t of R , Expenditures and Changes in Fund Bal
Nonmajor Capital Projects Funds
For the Year Ended December 31, 2002
fmenninte avarassad in thaiisande)
{amounts sxpressed in thousands)
Chy Ty County
LowMod ity LowMod County LowMod Cry
Dak Wicharae Richarde Walnie Wainyt Morth
Park Boutevard Boulevard Grove Grove Sacramento
Revenues: i N N
Imergovemmental 3 . . 3 . 3 - 3 - 3 -
Interest income 46 as 1 . L] 13
Miscatansous - . - - - -
Total revenués 46 38 k] - 4 K]
Expenditures:
Curmrent:
Housing operstions - - - - - .
Community development 248 fre ) - 53 2 510
Capits! outisy ] - 50 . . .
Dedt service:
interast - a7 - . . .
Bond issunce OB - - . - . -
Total expenditures 316 445 50 53 2 510
Excuss (deficiency) of revenues
ovar (under) exp (270) 14} (49) {83 2 (497)
Other fnancing sources (uses).
Long-term debt issued . - - - - -
Premium on redeveiopment bonds - . - . . .
Transfers in - 831 17 2 1 916
Transfers o - . - . 83} (350)
Totat other financing sources (usas) . 531 17 2 {82) 566
Net change in fund balances @70) 24 (32) [£1)) {80) 69
Fund balances, beginning 4.260 2178 1295 332 164" 2893
Fund balsnoes, ending $ 2,980 2402 5 1.263 $ 2& $ B4 $ 2 962
125

Page4 ol &
City Chy [ County City / County City / County County
LowMod Chty ! County Low/Mod City / County LowMod City / County LowMod Mather!
Hotth Fraakiin Frankhin Stockton Seckion Audurn Auburmn i Cimilan
nte B d B d d Merged
s . s - - s - . $ - - -
7 3 2 5 3 2 1 17
? 3 22 5 3 7 B 1T
. 188 14 o7 - 107 - 800
. . 587 . . . . -
- - - 5 14 - - -
- 155 601 153 14 107 - 800
7 {152) {579} {148) (1) (105) 1 (783}
. . - 2512 €53 - - -
. - - 4 1 - . .
190 161 97 88 62 14 - 828
(208) - . - . - (14 .
(16) 161 97 2714 716 314 114) 628
9) 9 (482) 2,566 708 209 (13 (155)
1.287 174 ™ 114 84 14 16 860
$ 1,278 S 183 310 2.680 789 223 ) 705
— v
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Page Sof6

Sacramento Housing and Redevelopment Agency

Combining Sta of R xpenditures and Ch in Fund Bai
Nonmajor Capital Projects Funds
For the Year Ended December 31, 2002
{amounts expressed in thousands)
County Low/ City
Mod Mather/ City $5th Street/
McClellan Chity Low/Mod City Folsom
WMerged Army Depot Army Depot Northgate Boulevard
Ravenues:
intergovemnmental - - . R -
interest income 17 ] 12 . .
Misceliisneous - - 50 - .
Total revenuss 17 ] 62 . 5
Expenditures:
Current:
Housing operations - - . . .
Community deveiopmant k=3 AL T2 173 13
Capitsl outlay - . . - -
Dabt service:
interest - - . . -
Bond issuance costs - - . . -
Total expenditures N 16 72 13 13
Excess (deficiency) of revenuss
over (under) L (18) 8 {19 (13) (13)
Other inancing sources (uses):
Long-term deb! issued - . - . -
Premium on redeveiopment bonds . . . - -
Transfers in 248 . - L] 250
Transfers ot {350) {48) am - .
Totai other financing sources (uses) {101} (46) (377} 40 250
Net change in fund balancas "Mn (54) (387) Fij 2w
Fund talances, beginning ™8 ans 453 - .
Fund balances. ending 591 $ :24_ 3 71 27 3 237
127

Page 6 of 8
Community
Social
Bervies Chy County
Complex Section 108 Section 108 Total
- - 3 - s 11,165
- 288 30 850
. 215 - 1534
- 501 30 13.567
. . - 1,600
67 684 2 9.107
. 990 783 8397
. - - 67
- . . 70
67 1654 185 19.241
({243 {1.153) (738) (5.874)
. - 800 4.063
- . - 3
. . - 1227
. (1.189) on (3.544)
- fi-188) 763 7.753
[L14] (2,342} ] 2079
183 S.409 633 76.806
116 3077 § [TII 78 865
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Nonmajor Enterprise Funds

Enterprise funds are used to account for operations that are financed and operated in a manner
similar to private business enterprises; where the intent of the Agency is that the costs of providing
goods or services to the general public on a continuing basis be fi d or recovered primarily
through user charges; or where the Agency has decided that periodic determinaiion of net income is
appropriate for measurement and accountability purposes.

All of these funds are low-income housing projects owned and/or operated by the Agency.
¢  Ping Yuep Center

¢ San Jose/Broadway

¢  Scattered Sites

¢ Larchmont/Wildfiower

¢  Locally Funded Projects

¢  Riverview Plazs Commercial

¢ Pioneer Hall

¢ Nova House

¢ Phoenix Park

¢ City Mod Rebhab San Carlos Shelter Plus Care

¢ Security Deposit Revolving Loan
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Assety
Current sssets:
Cash and investments
Azrounts recervabie (net)
Due from other funds.
Due from cther governments.
Deterred charges and prepaid nems

Total cumrent assets

Noncurren! asasts:
Restricied cash and investments:
Puinting/repiacemsm
Insurance impound/secunty deposits
Restricted cash

Tota! reatnasd aasets
Notes racaivabie (net)
Capital assets:
Land
Buildings and improvements
Property and squipmant
Less accumuisiad Seprecianon
Total capital sasets {net of
accumuated deprecistion)
Totsl noncurrent assets

Total assets

Due to othet govemmams
Deferred revenus
Current ponion of long-term cedt

Current liatilities payable fom resincted assets:

Deposit and trust Listity
Total current liabilites
Noncurrend liabikites:
Morngage notes paysbie
Advances from other funds
Tow noncumrent iiabilites
Total liabities
Net Assets
invested m capial assets. nei of reiated debt
Rasmclad for housing operatons
Unrestricted

Total net assets

F g and Rede

p Agency

Combining Statement of Net Assets

Nonmajor Enterprise Funds
December 31, 2002
P dinth ds)
Locally
Ping Yuen San Jose/ Scattared Larchmony/ Funded
Canter I'umx Sites Wildower Projecn
5 -8 ™ s -8 -3 1]
- ] 2 1 2
- . . . 07
. . 10 . .
- [ 1 . - -
- 90 12 1 €05
. [ %] - 10 .
B " . 3 -
- 77 13 -
7 . 67 “ 18 210
1.087 1195 170 44 2783
» . . . .
738) (609) (110 (202) [1.459)
(30 573 104 258 1,504
810 850 104 an 1.504
810 740 118 a2 2113
. 2 . - .
EL) - 102 k) .
- . . [ .
- [ . . .
- 18 . 23 .
- s 2 3 1
28 ] 104 35 16
- 812 . 160 .
$00 €12 160
528 643 104 195 16
s10 (87 104 ” 1.508
. 72 - 10 B
(528) 02 (92) 0 503
s 82 S 57T 3 12 8 77 3 2.097
i
129

Securmy
Riverview San Cartos Deposit
Piaa Pionest Novs Phoenix Shenar Revolving
Commercial Hait House Park Plus Care Loan Total
—
$ €82 49 78 - $ n 2 3 1.2
s - - 53 . B n
- . - B . - =14
. . . . - . 10
. . . . - . s
687 43 78 [ 21 22 1618
. . - . . - 73
- . - . . - 17
- . . N 1 - 3
5 3 < - 3 s 93
. . - - - 179 179
198 - . 49 (1 - 1786
5,552 - - £6.954 832 - 18.927
{1.922) - - (232) (118) - (5477}
XL - 7611 772 15.250
3818 - . 7811 778 179 15.822
4.508 9 78 7864 796 201 17,138
n 1 . 7 5 1 Hs
. . - . - . 2
. . - 104 . - w
. . . . 8 . 14
. - . - - - [3
. . - . . - 4«
18 2 . 54 3 . 103
29 3 - 255 18 1 518
. . . . N - 72
. - . . . - 500
-~ 5 " 1272
29 3 . pii] 18 1 1790
3818 . 7611 72 -
. - . . - - L}
ess 40 ki } 202) L} 200 029
3 4476 40 78 7. 3 780 200§ 15348
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Sacramento Housing and Redevelopment Agency

[~ ing of R Exper and Changes in Fund Net Assets
Nonmajor Enterprise Funds
For the Year Ended December 31, 2002
{amounts expressed in thousands)
Locally
Ping Yuen San Jose/ Scattared Larchmont/ Funded
Canter Broadway Shas Wildfiower Proiects
Qperating revenues
Service fees $ . 3 3 s 1 3 1 ) 3
mMal income . 54 29 29 219
Aiscatinsnecus - 1 - - 458
Total operating revenues . 58 30 ET) 680
Operating expenses. N
Empioyee services . 56 &2 2% +
Administrative services 1 26 [ L] k]
Services and supplies L 52 78 a9 1%
Utifties E 1" 3 [ ] k=
Depreciationvamonization - 2 4 9 &9
Totai operating expenses 40 [kel 135 3 n
Qpenating loss {40% (119} {105) (88 303
lmcqon;nmenm - 137 - L 128
Interest incomne - 4 . 1 7
fmerest axpense - (53) - e -
Totmi ) [1] : 41 135
Income (l0ss) before contributions
and transfers (40} @n (108) @ 438
Capiai condributions - - - - -
Transters in 135 - B - .
Transters out . - - - rgy]
Change in net assets 25) 3 (105) [t 361
Toial net assets, beginning 107 128 117 100 1.796
Total net assets. ending $ 82 $ 97 S 12 3 77 3 2.097
131

Secumty
Riverview San Carlos Deposit
Plaza Ploneer Nova Phoenix Shehar Revolving
Commercial Hall Houss Park Plus Care Loan Total
) 62 . . 84 3 . - $ 164
295 50 ? 445 57 - 1.186
. . . . . - 459
s 50 7 540 57 - 1,809
Q2 - 3 355 14 . [~ ]
5 - 2 188 8 - azs
242 32 3 1.2% a0 . 1.042
20 1 3 98 n - 282
140 . - 104 2t - are
519 50 1 1.983 151 - 3.539
(162) > 14) {1.643) (94) - 1.730]
- - - 793 53 - 1167
22 - [ (9) . . n
. m - - - - e
px) [u] H b4 33 - i.i24
(139) [y] 1 (659) (41) . {606)
. - 4522 . - 4,52
- 288 - 518 . 200 1.021
(156) M - . - - @33)
(295} 281 1 4,381 [G]] 200 4,704
&mn {241} n 3.028 821 - 10.644
$ 4478 40 78 7.409 3 780 200 $ 15348
cvn — e w——
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L3 Housing and Redeveiop Agency

Combining Statement of Cash Flows
Nonmajor Enterprise Funds
For the Yaar Ended December 31, 2002
{amounts expressed in thousands)

Ping Locally
Yuen San Joss! Scattered Larchmont/ Funoed
Comar Broadway Shes Widfiower __ Projcts
Cash flows from opersting actvibes:
Recaipts from tensits 3 L. | LI ®» 20 o6
Recsipts from intarfund sefvices provided . . . . .
Pryments Io supphers for gaoas and 3erVIces (15) (98) {20 (6) 345)
Pgyments 1o empkyees tor serices . 156) (L) (26} 208)
Nel cash provided by (used in ) operabng sctivities (18} (821 - {54} 136
Cash flows from noncaptal Anancing actvites:
TYransters in % - - . .
Transfars out . - . . mn
intergovemmentsl revenue receved - 137 - % 128
Rapayment of loans from other funds - . - . .
incranss In Nows receivable - . - . .
Net cash provded by (used n) noncapital inanang activides 1§ 137 - 3 53
Cash fows from capital and reisted financng actvities:
Repaymernts of Iong-termn kabiltes - (15) . [r-3) .
imerest pat - (58) - (14) .
Net cash used by capital and reisted financing activities . (73) - (36) .
Cash fiows from invastng acuvites:
interest recerved . 4 - 1 7
Net increasa (decresse) in cash and cash equivalents - 29 - (33 194
Cash and cash equivaients, January 1 . m - 4% 178
Cash snd cash equivalents, December 31 s -3 153 7§ P 13 370
Reconciliation of cash and Cash equivaients to the
stmiment of nel Assets:
Cash 3nd invesyrants % -3 . 3 -8 . n
RESTICI0 cASh #nd invesaments - kel - 13 .
Totst 3 $ 153§ -8 13 370
Reconciliation of operatng income (loss) to nat cash provided by
(usad in) Gperating activites:
Operating income (l0s3) 3 “ 3 s s AL (88) Lo
Adjustmants 1o reconcite operating income (ioxs) to et cash
provioed by (used in) operatng sctrides:
Depreciation - 32 4 ] (1]
i In sccounts . @ @ [ 4
Decrease (increasa) in Gue from omer funds B . . - {@an
Decrela (intreass) m coMred Charges and prapaid iems . 12) . 2 .
Incrasse (GeCrease) in accoumts payable [£2) [} - [ &)
increase (decrassd) in due 10 Other Ainds 28 B 102 3 .
InCRase 1 due (0 OINE! POVEMMENTS . . . [ .
Increase (OcTesse) in GeferTed revenue . ] - m .
increass (ecrease) in Geposn and trust liability - (1) 1 - 2
Total agjusoments 25 27 108 12 {167y
Net cash provided by (used in) operating activibes B 18] § 92} § 3 (54) 136
Noncash investng, capal and financing 3covines:
Transter in of capitai assets $ . S 3 H - -

133

Securty
Riverview San Canca Deposit
Piaza Pioneer Nova Phoenix Shoker Revolving
Commereial Halt House Park Pius Care Losn Total
3 mm 3 L [ 3 432 3 E - 8 1.742
62 - . - . 1 (]
328) {49) {20) {1.479) {11 - 812
{42 - ) (35%) L] - (130
{15} [l ) (1303} T8 1 [ 437
. 2 - s10 - 200
(158) - . . . .
- - . 79 55 -
. (282) . . - -
. . . . - 1179)
(156) [] (ELT) 5 2
. . . . . - Qn
: Rl - - - - 9
. ) . - - - {118)
<] : H m . . 3
(148) - o) . (19) 2 (28)
830 © [] - [H) - 1414
s 682 % 23 7§ 78 3 ] 24 P ] 1385
] a2 3 3 78 3 . $ F 2 1292
. . . . . [
€7 3§ a3 T % 3 ) B 3 i
(162 % - 3 “ 3 (1443) 8 (o4) L (1.730)
140 . . 104 Hal . e
)] . 1 (3%) . . )
. . . . - - @
[] 1 - 59) - 1 €7
- . (20) 104 . - 7
. . . . . . [
. . . . - - s
3 . . 27 \J . 3
147 1 (%) 14y 20 1 )
15 S [} 23 3 A3 3 (74) DI SR : /)
o3 3 s 4522 8 3 4522
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Sacramanto Housing and Redeveiopment Agency

of Net A

{smounts expr

Notes recetvable (net)
Agvances 1o other mds
Totai iong-term assets

Capital assets:

tand

Buildings and improvemeants

Property and equipment

Lass sccumuiated depreciation

Total capitsl assets (net of
accumulated depreciation)
Total nonCurment assets.
Total assets
Uabllities
Current Sabilities:
Accounts payable
LabdiS
Compensated sbsences
Total current kabilities
Noncurment ksbilities:
Compenzated absences
Advances from component units
Total noncurrent kabilities.
Totat habilibes

Mot Asssts

Invested in capital assets. nei of related dedt

Unrestricied

Total net assets

internal Service Funds
December 31, 2002

I Shacnssma,
S N IMOUSE

ot
-

Irtarnal Self
Sm insursnce Total
$ 9.891 $ 743 $ 10,634
20 2 2
L:.] - L]
9.979 745 10.724
503 120 62
503 129 632
. 440 o0
240 b 1074
240 12711 1514
979 - T8
m - F
1.465 20 1.485
{1.382; [¢4] {3.396;
1.3 13 1344
2.074 1.413 3407
12.053 2.158 14.211
73 - [zt
482 614 1,096
1.497 - 1497
2.912 514 3.526
1.304 - 1.304
1.000 - 1.000
2.304 - 2304
5.216 614 5.830
133 L) 1344
§.506 151 1.037
$ 6.837 S 1.544 $ 8.381
R B
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Sacramento Housing and Redevelopment Agency

of R E and Ch

Internal Service Funds

For the Year Ended December 31, 2002
{amounts expressed in thousands)

in Fund Net Assets

Internal Self
Support Insurance Totat
Operating revenues:
Service foes $ 5009 § 725 5818
Miscellanecus 20 - 20
Totai Operauig ravenues £113 725 5838
Operating axpenses:
Empioyee services 4210 - 4210
Seraces and supphes 1724 916 2,640
Clams and judgements - 559 859
Oepreastion n 2 75
Total operatng sxpenses £.007 1477 7 484
Opersting (loss) {894) ({52) {1.645)
k4
imerest income {139) 1"t {28)
Total P 9 {exp ) (139} 111 (28)
Change in nel assets 1.033) (641) (1.674)
Total net assets, beginnmg 7.870 2,185 10.055
Totsl net assets, ending $ 6.837 3 1.544 8.381
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Sacr Housing and Redevelop Agency
Combining Statsment of Cash Fiows
internal Service Funds

For the Year Ended December 31, 2002

{amounts sxpressed in thousands)

internal Self
Support Yotal
Cash flows from operating activities:
Recaipts from i sarvicas provide H 5,040 $ 877 $ 6.017
Payments to suppiiers for goods and services (87 {916) 1.789)
Payments to employees for services {4.112) - 4.112)
Cash paid for claims and judgements - {394) (384)

Net cash provided by (used in) operating activites 55 {333 (278)
Cash flows from noncapital inancing sctivities;

Decranse in advance to other tunds 43 17 $60

Incresse in noles receivable - (32) (32)

Net cash provided by noncapital & 9 343 185 528
Cash flows from investing activities:

Interest incoma (139) 111 (28)
Neal increasa (decrease) n cash and cash equivalents 259 an 22
Cash and cash equivaients, January 1 10,135 208 11.044
Cash and cash equivaients, Decemnber 31 S 10.394 $ 872 $ 11.266
Recondiliation of cash and cash equivalents to the

slatement of net assets:

Cash and investments 3 9.891 L 743 $ 10.634

i cash and i 503 129 632
Total $ 10.394 S 872 $ 11.266
~==7N i
Reconcliiation of operating i0ss o nel cash provided by (used in)

opersling activites.

Operaling loss H (834) S s s (1.646)
Adj to 1 ing loss 10 net cash

provided by (used in) operaling activities:

Deprecation n 2 75

D (i in %) ] 3

Decrease in due to other funds . 244 244

Decrease in deferred charpes and prepaid items 74 - 74

Increase in due from other govemments (68) - (68)

increase in accounts payable m - m

increase (decrease) n accrued babikities (182) 164 “n

in 280 - 280
Tolat adjustments 849 419 1.368
Nat cash provided by {used in) operating activities S 55 $ {3 E {278)

137

Internal Service Funds

Internal service funds are used to account for the financing of goods or services provided by one
department or agency to other departments or agencies of the government and to other government
units, on a cost reimbursement basis. Since the services and commodities are supplied exclusively
to departments of a govemmental jurisdiction, they are distinguishable from those public services
rendered to the public in general and which are accounted for in Special Revenue, Enterprise or
Fiduciary Funds.

. Internal Support Fund is used to account for the accumulation and allocation of costs
associated with central support organizations of the Agency as well as the accumulation of
funds 10 pay for compensated absences eamed by employees.

. Self Insurance Fund is used to account for the costs of insurance (i.c. premiums and
estimated claims liabilities) and accumulate funds for catastrophic events.
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
Summary of General Govemmental Revenues by Source and Expenditures by Function
For the Ten years ended Oscamber 31, 2002

Revernies:

imergovemmental:

Public Housing Authority Operations
and Debt Funding (1)

Housing {Comp Grant)
Capial improvements

Housing Choics Voucher Programs (1)

Block Grant

Community Services

Loan Programs (2)

Miscellsneous

Property Taxes

Rental income

Interest income

Program income

Property Ssies

Miscallansous

Totat Revenues

Expenditures:
Operating:
Housing
Community Deveiopment
Community Services
Capital Expenditures
Housing Assistance Payments (1)
Loans and Grants
Prinapal Retiremem
Interest and Fiscal Charges
Advanca Refurding Escrow

Total Expendituras

Other Financing Sources{Uses):
Proceeds of Dedt
Disposition of Property
Satistaction of Debt
Net Transfers in{Out)(3)
Capitsl contributions
Transfers in
Transfers Ot
Transters o Component Units
Payment 1o escrow agent
Tolal Otner Financang
Sources(Uses}

Excess (Deficiency) of Revenues and
Other Financing Sources
Over (under) Expenddures

{1) Reclassified 3s Enterprise Funds in 2001

{2) Rectassified as Agency Funas in 1992

Sources:
Agency Annual Reports

This statement inciudes ail Special Revenue. Debt Service and Capital Projects Funds.

{ln Thouaanas)
1993 1994 1995 1996
$8.018 38,378 $11.189 $12.290
13.384 14,160 19.962 13.867
27.401 30.209 30.534 2.078
13.221 15.580 14.390 22.189
353 $40 an
21.98) 20.226 20.449 19.484
6.363 5085 6.078 5.523
J.740 4217 4,307 J.826
3.284 5.877 2.179 3410
98.124 105.039 109 458 112.487
14.968 10.492 17.826 19,535
12.032 10.837 11,088 8.69¢
2,781 1722 1,824 3321
26.420 31.670 28.952 31.8004
24.930 27.265 27,146 26.361
3.225 5.275 5.560 9.867
5.072 2.149 6.438 6.582
13.793 12822 14.671 11.704
103.202 116.233 113.603 120.040
J3.08 4,431 1618 8.125
10,302
(14.608)
29.022 20.200 18.492 12.437
(32.011) (20.251} (18.941) (12430
(858) ©658) (858) (658)
29234 3.722 (3.798) 7 467
s20.156 gram e (106

138

1987

1958 1999 2000 2001 2002
s12.2% $12.328 $13.308 $6.902
1316 11617 4.558 5,942 $7.133
N.118 34.891 38.417 37.688
19.598 15.453 19,365 15.267 1380 $18.251
8.227 4.106 13.946 19.195 15,791 23.089
18.858 20.327 19.679 2537 27,751 29,300
8221 5.985 5.995 6.269 ] 26
4242 5,004 5.300 .89 7.459 4.302
2,53 10.344 4.8% 10331 3.801 6.012
115.893 119.828 125.481 131.114 76.323 80.980
24317 23118 20.896 21.387 5.200 4,683
8681 8.998 0.671 8.500 33.260 45.227
3.808 3.104 4.225 3970 2.881 3738
27.334 2421 7811 36.564 1747 15.361
29.033 31,042 34.470 33.208
7.328 4013 7.085 10.828 9.381
7.308 2.99 9.407 6.845 8.460 9.910
12212 13471 14140 9.678 10.932 13377
1.98 2583
120,861 116.460 140.071 133.542 77.968 2,098
2498 70.932 540 22363 5283 61.316
14 1,865 11.920
22252 21912 43.919 12.196 17.985 17.393
(22.334) (24.126) (43.804) (14.801) (17.506) (18.287
(658) (6581 (858) (858) (658)
149.110) 16.261) (21.838)
1.758 20,950 36.665 {1.625) 6.889 72.342
133.210) 524.18 $22.055 (34.053) $5.244 $61.224
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Ciy Population (1)

Clty Assessed Vaiue (1)

Ooimt: Dosudatian
Ty Poputation

County Assessed Vaiue {2}
City Pudiic Housing Authority

Housing Units {3)
County Public Housing Authority
Housing Units (3)
City Housing Chaics Vouchers (3)
County Housing Choice Vouchers (3)

SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
Summary of Populabon and Low income Housing Unas

For iha Ten yesrs ended Decemper 31, 2002

(in Thousands)

391

$18.177.193

1121

$51.015.388

1.998

1.004
3.0

2388

1904 1998 1908
393 396 5
$16.541,870 $10.667.959 $16.579.034
1.130 1.1 1123
$52.332.679 $5).358.817 $54,058 066
1,998 2037 2.070
1.004 1.004 1.1
2.55 3.083 3.104
2448 2738 2812

(1) City of Sacramento Comprahensive Annusi Finanoal Repon, Fiscal Year Ended June 30. 2002

{2) County of Sacramento Comprehensive Annusl Financial Repont, Fiscal Year Ended June 30, 2002

(3) These statistics have been provided 10 wssist in the anslysis of the Agency’s financisl position.
Demographic information specific (o the City snd County can be found in thei 3onusi reponts. Amoums

not in thousands.

140

$16.597.287

1361

$54,158.778

2,102

1,083
2,740

2698

$18.764 999

-.
o
8

$54.810,112

2,087

1.101
140

3.088

i35

$17.387.355

$57.181.929

2128

1108

4.590

3.01%

141

anan
400

406

$18.135.304

2,036

1.088
4398

4.853

$19.187.237

.
253

$65.228.760

2,04

1,086
5.486

5178

nr
4
b
~

426

$20.490,965

ann
280

370,700,747

2.043

1.085
5572

5.059
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Dowrttown
Date Project Merged 8115788
Assassad Vailues (1)(2)

Del Paso Heights

Date Project Established 5/12/70
Assessed Vaiues (1)(2)

Praperty Taxes

Dedt Service

Coverage

Alkali Flat

Date Project Established 2/10/72
Assessed Values (1X2)

Property Taxes

Debt Service

Coverage

Oak Parx

Date Project Estadlished
Assessed Values (1)(2)
Property Taxes

Debi Service

Coverage

Wanut Grove

Date Project Established 8/24/82
Assessed Vatues (1)

Property Taxes

Debt Service

Coverage

Richerds Boulevard
Date Project Established 7/17/80
Assessed Values (1)

SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY

Summary of Assessed Valug, Property Taxes, and Debl Service by Promct Area
For the Ten years ended December 31, 2002

{Ooliar Amounts in Thousands}

1993 1994 1998
$1.396.219 $1.381.200 $1.406.739
$17.459 $15.674 $15.826
$9.696 $10,522 $10.311
1.80 1.49 1.82
$122.075 3127.641 $125.929
$1.358 $1.140 $1.199
8875 $703 L1411
2.0 1.62 168
$91.7%1 $87.529 308.492
3877 $808 3780
$538 3538 3358
1,64 148 1.40
$210.655 $215.900 $226.939
$1.870 $1.792 $1.891
$1.123 $1,1587 $1.188
1.67 1.55 164
$3.119 $3.244 $3.378
$24 $23 326
37 35 35
3.4 .80 $20
$340.970 $338.647 $322.038
$3% I 3395
3289 sy st
1.38 1M 38

Note {1} For fiscal years ending June 30

Coverage calculation is Property Taxes divided by Debi Service

Sources:

Assessed values are from the County of Ssccamento

Property Taxas and Dedt Servica are from Agency Annual Repons

142

1998

$1.355.450
$14.760
$8.836
167

$140.000
$1.942
3703
182

$88.360

3557
1.9

$229.901
$1.802
$1.1%6
158

$3.044

319
132

$272.408

5128
218

3138811
$1.127
$707
159

$86.429
3743

$245.712
smn
$1.168
1.5

$4.017

e
1.08

$324.004
204

3188
12¢

$1.361.527
$18.150
$7.495
a2

$143.06%
$1.144
3803
1.42

$358.6%1
3244
$1.000
024

$1.378.142
314571
$9.774
149

$144. 495
51.138
$799
143

$91.989

3558
142

$234.108
$1.727
$1.253
1.3

$4.929

s18
1.04

$382.238
3274
$1.488
018

143

2000

$1.590.100
$16.208
$10.804
1.50

$154.938
$1.20
3993
1.2¢

$06.204

$558
1.5

$248.646

$1.564
2

$5.033

$30
120

$368.807
$32%
3518
0.63

$1.681.378
$19.259
$10.884
n

3167.944
$1.462
$972
1.50

$00.443
$938

168

$374.085
3478
$328
145

2002

$1.801.191
$18.980
$12.908
147

$165.720
51.527
3974
187

$96.201
3002

1.69

$302.112
$2.4654
$1.520
164

$412.319
690

$404
140
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North Sacramento

ate Projeci Esubished 23582
Assessad Values{1}

Property Taxes

Dedt Servce

Covensge

Franijin Bovlevard

Date Project Established 1/31/54
Assessad Values(1)

Property Taxas

Dett Service

Coverage

Aubum Boulevard

Date Project Established 1072052
Assessed Velues(1)

Property Taxas

Oubt Service

Caoversge

Stockion Boulevard

Date Project Established 05/17/84
Assessed Values(1)

Property Taxes

Debt Service

Nate (1) For fiscal years ending June 30

SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY

For the Ten years ended December 31. 2002

{Doliar Amourms in Thousands)

3853 3854 hir'H
$290.581 £267.162 $298.240
012 $117
335018 $421.044
$98 3393
$61,387 352,778 $57.500
1] [t 4]

$197.480
B

Coverage caicuiation is Property Taxes divided by Debdt Service

Sources:

Asssssed values sre from the Caunty of Sacramento
Property Taxes snd Dedt Service ars from Agency Annual Reports

Summary of Assessed Vaius. Propernty Taxes. and Debt Servca by Project Ares

130
]

$312.827
$108
334

312

$445.009
$761
$20
38.05

$59.990
38

323,089

$20
1.80

$12.503
$38

$333.821
{39

$323.438
$222

$52
427

$410,208

330
21.60

$60.673
[t 3)]

3222.43
316

0.5

$24.267
288

8.4

$326.582
$19)

1989

$326.672
3349
399

.53

$414.310
$405
330
13.5¢

$80.873
s3]

$224.655
E 3]

1.10

$24.510

s

s$2
5.4

$320.848
$5188

145

2000

$380,526
3508

3378
1.4

418921
3519
329
17.90

$58.457
32)

32410892
15
|

487

$64.222

$117
361

3224402
$306

$3B7.450

$389
230

£427.981
3674

$31
21.74

$83.417
1

$256.225
$316
315
21.07

$124.459

314
3180
7.84

$202 566
$70

2002

— e

$395.369
3087
3366
2.70

$440.001

$33
2242

$57.217
$30

1.0

$264.699
230

5.47

$462 670
$2.397
$169
14.18

$216.002
386
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COMMERCIAL
CONSTRUCTION(1)

NUMBER OF PERMITS
VALUE

RESIDENTIAL
CONSTRUCTION(1)
NUMBER OF PERMITS
VALUE

PROPERTY VALUE (3)

BANK DEPOSITS {2)

SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
Summary of Constructon, Property Value and Bank Deposts
For the Ten years ended Decamber 31, 2002

(Dollar Amowurns in Thousands)
1993 1934

248) 2.53%
$182.308.380 $171.301.620
0.542 9.608
$20,172,480 $02.235.972
$18.540.064 $18.900.823
$9.937.501 $10.621.994

NOTE (1) Sourcs: City of Sascramento, Depantment of Planning and Development
NOTE (2) Until 1693 tha smount did not include deposits

10 savings and losn institutions and to credit unions.

Source: Calfomis State Banking Depanment
NOTE (3) Souwrce: County of Sacramente

146

199¢

2,802
$171.088.388

9.384
$83.238,344
$17.120.048

$9.690.227

—

2.400
$119.130.57¢

9.489
$74.114.500
3$17.042.218

$9.473.209

1997

243
$164.874.077

0.906
$68.000.751
$17.056.028

$0.044.032

2.600
$178219.019

1.197
$66,069.078

$17,220.692

$9.499,000

.40
$120.053.048

$17,045.180

$10.138,000

47

271
$298.069.707

10.390
$207.024.757
310.594,348

$10.481,000

2001

2.68)
$304.802.338

11.728
$458.119.5N

$19.197.2%7

$11.109.000

— e

2634
8208.289.82)

12013
$425.345. 791

$20.490.985

$12,381.000
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Basic County, City, School Levy

SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
Summary of Property Tax Rates per 3100 of Assassed Vaiue
for e Ten years ended Decamber 31, 2002

38382 1904 1995 1996
1.0000 1.0000 1.0000 1.0000
0.0059 0.0047 0.0044 0.0044
0.0023 0.0006 0.0011 0.001¢
0.0139 0.0088 0.011¢ 0.0116
0.0142 0.0129 0.0123 0.012)
1.0383 1.0280 1.0294 1.029¢

Source: County of Sscwmento - Compitation of Tax Rates by Code Amsa, 200203
Note: The effect of Artice XHI-A of the Constitution of the State of Calformia

adopted by the electorate In June 1978 was 1o reduce the 10wl _ rate for sk

taxing sgencies 10 one percent of Ul veiue plus debt service levies.

The above rates represent one of 276 tax disticts within the City of Sacramento.

148

1999 2000 2001 2002
1.0000 1.0000 1.0000 1.0000
0.001$ 0.0018 0.0018 .

- - 0.0354 0.0854
0.0003 . - .
0.0418 a.0107 0.0101 0.0077
1.0134 1.0125 1.0482 1.0631

149
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
Summary of Property Tax Levies and Colecbons
For the Ten years ended Decernber 31, 2002
{Dollar ' nounts n Thousands)

1993 1994 1998 1995
1997 1998 1959 2000 2001 2002
Dowmtown
Current Tax Collections $17.208 315674 $15.626 $14.760
Dslinquent Taxes Coliected 254 $13.738 $15.150 s14.5M $16.296 519259 $18.980
Towsl Tax Collections 517.4.59_ 315674 $15.626 $14 760
$13.736 $15 150 $14.571 $16.296 $19.239 $18.980
Dei Paso Heights — —— — i o
Current Tax Collections $1.30 $1,140 $1,199 81,142
Delinqueni Taxes Collecied 2 $1,126 81,144 $1,139 $1.23 $1,482 $1.327
Total Tax Collections S'& Siis0 $1.199 $1.142 :
$1.126 $1.744 $1.139 $1.231 $1.462 $1.527
Alkali Flat m— — 3 — —— ————
Current Tax Collections 3380 3800 $780 3764
Delinquent Taxes Collected 17 $748 $792 $708 3344 3938 3602
Tolal Tax Collections 3877 !GE_ 372_ 764
3745 3792 3788 3844 3938 $902
Ok Park —— p—— ) cr—
Current Tax Collections $1.838 $1,792 $1.891 $1.802
Delinquem Taxes Collected 32 $1.776 $1.825 $1.727 $1.906 $2.199 $2.494
Total Tax Collections 31.870 81,79; $1.881 $1.802
$1.776 $1.825 $1.727 $1.908 $2.198 $2.494
Walnul Grove m—— m——— a— meore—
Current Tax Collections $24 2 $28 $25
Dwlinquent Taxas Collected $268 $34 338 338 343 $43
Totai Tax Coliections $24 $23 $26 325
— - — — 126 334 335 336 343 343
Richards Boulevard — s— —— — a—
Current Tax Collections 3385 3N $395 s270
Datinquent Taxes Coliected 14 $204 244 $274 $328 $475 3690
Total Tax Colleclions $389 $371 3395 3270
— — — - 3204 3244 3274 3328 3475 3690
———— ——r —— i
Source: County of by Auditor C: 's Office
150
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North Sacramento

Current Tax Coliections
Delinguent Taxes Collected

Total Tax Collections

ol

Current Tax Collections
Dabinquernt Taxes Cotected

Totai Tax Cotiecvons
Aubumn Bautevard

Current Tax Coliectons
Detinquent Taxes Collectad

Total Tax Collections
Stockton Boulevard

Current Tax CoRections
Delinquent Taxss Cokected

Totst Tax Collections
wainerMcCisian Werged

Current Tax Collections
Definquent Taxes Cofiected

Total Tax Coliections
Army Depot

Current Tax Collections
Delinquent Taxes Collectat

Total Tax Collections

Sourca: County of

SACRAMENTD HOUSING AND REDEVELOPMENT AGENCY

Summary of Property Tax Levies and Coliections
Eor the Ter years sndec December 31,
(Doitar Amounts in Thoussnas)

1993 1994 1995

3312

$117

$312
—

$117

g

398

1
i
-3
D4

s7

($19)

($N

($19)

329
et

$42

by Auditor Ci s Office

52

1998 1999 2000 2001 2002
$106 $222 349 $506 3849 ssa7
3106 $222. M8 3506 $849 se87
$761 S648 8405 3518 3674 (345
3761 3543 3405 3515 3574 5773
2] (31 (L3} 82 $11 $0
3 80 $1) i32) 311 330
(%]} $18 3 $151 $316 $414
33 316 333 $141 3316 $414
538 s265 (3121 $422 $1.411 52397
338 $265 $171 3422 $1.411 32,397
1] 79 3188 3306 $70 356
59 1319) s185 3308 370 366

153
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY

SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
Ten Largest Assessees ( Merged Downtown)

Ten Largest Assessees ( Del Paso Heights)

2002-03 % of Total 2002-03 % of Total
Assessee Taxable Value (1) Value (2) Assessee Taxable Value (1) value (2)
400 Capitol Mall Venture $135,354,857 7.51% Research Properties $2,716,603 1.64%
Downtown Plaza 125,212.264 6.95% Anderson Family Trust 2,354,000 1.42%
Sacramento Hotel Corporation 86,020,213 4.78% U.S. Rentals 1,855,059 1.12%
SRI Six USBP LLC 79,141,808 4.35% Research Properties 1658,413 1.00%
VV Usa City LP 75,504,942 4.19% Terkensha/Associates 1,232.364 0.74%
Alpine Realty Sacramento 63,231,019 3.51% Harry G/Mariann Brix 1,150,404 0.69%
Sacramento Renaissance Tower 53,164,440 2.95% 1980 Tyler Family Trust 1,000,000 0.60%
Capitol Regency LLC 48,902,700 2.72% Ben Ali Temple 893,200 0.54%
Califomia Hospital Association 31,657,081 1.76% Donald K. Hansen 875,255 0.53%
770 L Street investment Group 31.000.000 1.72% Nnaemeka Ignatius Onwukwe 850,000 0.51%
729.189.324 40.48% 14,585,258 5.80%
All Other Taxpayers 1.072.001.632 59.52% All Other Taxpayers 151.134.762 91.20%
Total (Merged Downtown) $1 801,180,956 100.00% Total (Del Paso Heights) $165.720,060 100.00%
(1) Based on ownership of locally-assessed secured and unsecured property (1) Based on ownership of locally-assessed secured and unsecured property
(2) Based on total adjusted 2002-03 Project Area total taxable value of $1,801,190,856 (2) Based on total adjusted 2002-03 Project Area total taxable value of $165.720,080

Source: Sacramento County Assessor. Source: Sacramento County Assessor.
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
Ten Largest Assessees (Alkali Flat)

Assessee

Hearst-Argyia Stations
Crystal Cream/Butter Co.
Realty Advisors
Bridge-Governor's Village
520 Ninth Street

700 E Street Building Partner
John Dailey Trust
Washington Square il LTD
Courton G

Samuel Tarpin

All Other Taxpayers
Total (Alkali Flat)

2002-03 % of Total
Taxable Value (1) Value (2)
$17,868,891 18.56%
10,144,777 10.54%
5,993,791 6.2%
3,431,250 3.56%
1,798,106 1.87%
1,656,633 1.72%
1,625,768 1.69%
1,475,377 1.53%
1,288,000 1.34%
1.277.978 1.33%
46,560,572 a8.35%
49.730.638 51.65%
$96.291.210 100.00%

(1) Based on ownership of locally-assessed secured and unsecured property

(2) Based on total adjusted 2002-03 Project Area total taxable value of $96.291,210

Source. Sacramento County Assessor.

156

Ten Largest Asse=ssees (Oak Park)

Assessee

Rainbow Baking

Regents of U C {Camellia Inn)
Shriners Hospitals
Stockton/Broadway Partners
Security Public Storage

4th Street/Stockton Bivd Partners
Crestwood-Medical Center
Campbell Taggart Baking Company
4554 Eighth Avenue Joint Venture

Equilon Enterprises LLC

All Other Taxpayers
Total (Oak Park)

SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY

2002-03 % of Total
Taxable Value (1) Value (2)
$16,888,302 5.58%
11,668,086 3.86%
10,084,750 3.34%
4,134,394 1.37%
3,042,424 1.01%
2,617,296 0.87%
2,512,152 0.83%
1,839,417 0.61%
1,773.225 0.59%
1,339,607 0.44%
55,867,653 18.48%
246.244.640 81.51%
$302.112.293 100.00%

(1) Based on ownership of locally-assessed secured and unsecured property

(2) Based on total adjusted 2002-03 Project Area total taxable value of $302,112,293

Source: Sacramento County Assessor.
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY

Ten Largest Assessees (Richards Boulevard) Ten Largest Assessees (Walnut Grove)
2002-03 % of Total 2002-03 % of Total
Assessee Taxable Value (1) Vaiue (2) Assessee Taxable Value (1) Value (2)
California Almond Growers $41,808,896 10.14% Troy & Sarah Brandau $313.423 5.31%
Continental Plaza LLC 19,486,106 4.73% Larry Hamilton $283,602 4.80%
Sunstone OP Properties LLC 16,081,965 3.90% Victor NiJoan Savale Revocable Trst 190,535 3.23%
L K L Properties 10,174,238 247% Stanley Martin 187.680 3.18%
Richards Boulevard Partners 10,145.912 2.46% Antonia McCabe 167,192 2.83%
Ice Bear Inc. (Sequoia Pacific) 9,781,317 2.37% Jesus Cano 144,386 2.44%
LaQuinta Development Partner 9,663,928 2.34% Vest Michaet Clyde 143,816 2.44%
Grove Investment Company 8,843,127 2.17% Valentien Manzo 140,780 2.38%
Andrew Alan Lewis Revocable 8,076,400 1.96% Gracigla Perez 140,231 237%
Beaver Creek Venture 7.634.34 1.85% Lance Fukuman 137.872 2.33%
141,798,223 34.39% 1,849,517 31.32%
All Other Taxpayers 270.520.331 65.61% All Other Taxpayers 4.055.912 68.68%
Total (Richards Boulevard) $412.318.554 100.00% Total (Walnut Grove) $5.905.429 100.00%
(1) Based on ownership of locally-assessed secured and unsecured property (1) Based on ownership of locally-assessed secured and unsecured property
(2) Based on total adjusted 2002-03 Project Area total taxable value of $412,318,554 (2) Based on total adjusted 2002-03 Project Area total taxable value of $5,905,429
Source: Sacramento County Assessor. Source: Saci to County A
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
Ten Largest Assessees (North Sacramento) Ten Largest Assessees (Frank!in Boulevard)

AARn _Nna 87 ~f Tomsad
Aty tE) o O 1o

Asgessee Taxabte Vaiue (1) Vatue (2) Assessee Taxai(\)eogl‘:lie M Z;aol\fs: ?’?)'
PD Hotel Associates LLC $32,852,325 831% Campbell Soup $114.548,602 26.02%
Meriliz Inc. 20,592,609 521% United States Cold Storage 8,229,411 1.87%
JB Management LP 20,584.4T7 5.21% Rosedown Apartments | LLC 4,305,506 0.98%
Seven-up Bottling Company 16,631,481 4.21% John Raleigh/David Yancey 3.381.299 0.77%
Price Company 16.252.149 4.11% Sei/PSP Vi Joint Ventures 2,731,440 0.62%
Recreational Equipment 5,078,066 1.28% Chateau Lang Apartments LLC 2,649,564 0.60%
Tcherkoyan Family Trust 4.672,110 1.18% Con-Way Western Express 2,637,811 0.60%
Radioligal Associates 3,791,393 0.96% Muiberry Estates LLC 2,288,879 0.52%
Infinity Radio Operations 2,877,464 0.73% Jeon Family Trust 2,218,922 0.50%
All Other Taxpayers 269,296,140 68.11% Al Other Taxpayers 294.817.345 67.00%
Total (North Sacramento) $395,369.053 100.00% Total (Franklin Boulevard) $440.001.066 100.00%

{1) Based on ownership of locafly-assessed secured and unsecured property {1) Based on ownership of locally-assessed secured and unsecured property

(2) Based on total adjusted 2002-03 Project Area tatal taxable value of $395.369,053 (2) Based on total adjusted 2002-03 Project Afea total taxable value of $440,001,066

Source: Sacramento County Assessor. Source: Sacramento County Assessor.
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY

Ten Largest Assessees (Stockton Bouievard)

2002-03 % of Total
Assesses Taxabie Vaiue (1) Value (2}
John/Nancy Kehriotis Trust $6.413,152 2.42%
Westem Investment Real Estate 5,569,200 2.10%
Charles/Phydelis McMulle 4,207,532 1.59%
Ralphs Grocery Co 4,108,597 1.55%
Muiieian Enterprises Inc. 3,912,312 1.48%
Preferred Properties LLC 3,885,732 147%
Tran Jack Khai 3,052,800 1.15% '
Shiloh Arms LTD. 2,579,074 0.97%
Northemn Califomia Cement 2,461,835 0.93%
Fruitridge/Stockton LLC 2.142.920 0.81%
38,333,154 14.48%
All Other Taxpayers 226.365.690 85.52%
Total (Stockton Boulevard) $264,698.844 100.00%

(1) Based on ownership of locally-assessed secured and unsecured property

(2) Based on total adjusted 2002-03 Project Area total taxable value of $264.698,844

Source: Sacramento County Assessor.
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY

Ten Largest Assessees (Aubum Boulevard)

Assessee

Vincent Maita
Massie/Co/Ricky

Anderson Family Trust
Aubum-Watt Storage Partners
Aubum Square investors
Central Vision LLC

ARS Hospitality Inc

Beale Family Partnership
Ronald Yates

Charles Desrosier

All Other Taxpayers
Total (Aubum Bouievard)

2002-03 % of Total

Taxable Vaive (1) Value (2)
$9.568,060 14.23%
8,736,580 13.00%
2,763,633 4.11%
2,588,020 3.85%
2,448.531 3.64%
2,046,634 3.04%
1,776.806 2.64%
1,683,000 2.50%
1,460,414 2.17%
1,390.164 2.07%

34,461,842 5121%

32,754.704 48.73%
$67.216.546 100.00%

(1) Based on ownership of iocally-assessed secured and unsecured property

(2) Based on total adjusted 2002-03 Project Area total taxable value of $67,216,546

Source: Sacramento County Assessor.
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY

Ten Largest Assessees (Mather/McClelian Merged)

Assessee

Watt Morth Highlands L P
Plaza-Watt Avenue LLC

3222 Winona Way L P

Ralphs Grocery Company
Pacific Coast Building Products
Clara K Massie Famity Trust
Hawthome Apts LLCA

Detrick Shelley B/Barbara J
Wat-Elkhom Center

RSC Partners

All Other Taxpayers
Total (Mather)

2002-03 % of Total
Taxable Value (1) Value (2)
$12,959,195 2.80%
7.267,128 1.57%
5.712,000 1.23%
5,269,117 1.14%
5218971 1.13%
4,785,840 1.03%
4,467,600 0.97%
4,436,813 0.96%
4,410,606 0.95%
3985283 __ 0.88%
58,512,524 12.65%
404.157.551 87.35%
$462.670.075 100.00%

(1) Based on ownership of locally-assessed secured and unsecured property

(2) Based on total adjusted 2002-03 Project Area total taxable value of $462,670.075

Source: Sacramento County Assessor.

SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
Ten Largest Assessees (Army Depot)

Assessee Taxaf:uleutl-;:e (&) 6\6;;:": ‘(,i
Prentiss/Copley investnent $12,172.680 5.64%
United Grocers LTD (Fleming Co,) 8,586,509 3.98%
Arr Products/Chemicals inc 8,474,554 3.92%
Southdown Calif Cement LLC 7,193.473 3.33%
Engineered Polymer Solutions 4,573,765 2.12%
Inland Empire Investments 3.681,757 1.70%
Vivion Shops LLC 3.142.092 1.45%
Teichert Land Co 2.8%0,000 1.34%
WHQ 2,777,158 1.29%
Warehouse Way Associates 2.675.000 1.24%
56,166,985 T 26.00%
Al Other Taxpayers 159.835.303 74.00%
Total (Army Depot) $216.002.288 100.00%

(1) Based on ownership of locally-assessed secured and unsecured property
(2) Based on total adjusted 2002-03 Project Area total taxable value of $216,002,288

Source: Sacramento County Assessor.
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APPENDIX D

FORM OF CONTINUING DISCLOSURE CERTIFICATES
REDEVELOPMENT AGENCY
OF THE CITY OF SACRAMENTO

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and
delivered by the Redevelopment Agency of the City of Sacramento (the “Agency”) in
connection with the issuance by the Sacramento County Public Financing Authority (the
“Issuer”) of $33,695,587.95 Sacramento County Public Financing Authority 2003 Tax Allocation
Revenue Bonds, Series A (Sacramento County and City Redevelopment Projects) (the “Bonds”).
The Bonds are being issued pursuant to an Indenture of Trust (the “Indenture”), dated as of
December 1, 2003, by and between the Issuer and U.S. Bank National Association, as trustee
(the “Trustee”). A portion of the proceeds of the Bonds is being used by the Issuer to provide
funds to make a loan to the Agency pursuant to a Loan Agreement, datecl as of December 1,
2003, by and among the Issuer, the Agency and the Trustee (the “Loan Agreement”). The Loan
Agreemert provides funds to the Del Paso Heights Redevelopment Project, Project No. 5, of the
Agency (the “Redevelopment Project”). Pursuant to Section 5.14 of the Inclenture and Section
4.18 of the Loan Agreement, the Agency covenants and agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being
executed and delivered by the Agency for the benefit of the holders and beneficial owners of the
Bonds andl in order to assist the Participating Underwriters in complying with S.E.C. Rule 15¢2-
12(b)(5). The Agency acknowledges that the Issuer has undertaken no responsibility with
respect to any reports, notices or disclosures provided or required pursuant to this Certificate,
and has no liability to any person, including any holder of the Bonds, with respect to any such
reports, notices or disclosures.

Section 2. Definitions. In addition to the definitions set forth in the Indenture and the
Agreements, which apply to any capitalized term used in this Disclosure Certificate unless
otherwise defined in this Section, the following capitalized terms shall have the following
meanings:

“Annual Report” shall mean any Annual Report provided by the Agency pursuant to,
and as described in, Sections 3 and 4 of this Disclosure Certificate.

“Dissemination Agent” shall mean the Agency, or any successor Dissemination Agent
designated in w:ritiné; by the Agency and which has filed with the Agency and the Trustee a
written acceptance of such designation.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure
Certificate.

“National Repository” shall mean any Nationally Recognized Municipal Securities
Information Repository for purposes of the Rule.

“Official Statement” means the Official Statement, dated December 12, 2003, relating to
the Bonds.
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“Participating Underwriter” shall mean any of the original underwriters of the Bonds
required to comply with the Rule in connection with offering of the Bonds.

“Repository” shall mean each National Repository and each State Repository.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange
Commission under the Securities Exchange Act of 1934, as the same may be amended from time
to time.

“State Repository” shall mean any public or private repository or entity designated b
the State of California as a state repository for the purpose of the Rul% and recognized as suc
by the Securities and Exchange Commission. As of the date of this Agreement, there is no State
Repository.

Section 3. Provision of Annual Reports.

(@) The Agency shall, or upon written direction shall cause the Dissemination Agent to,
not later than the last day of the ninth (9th) month (currently September 30) after the end of the
Agency's fiscal year (which currently ends December 31), commencing with the report for the
Fiscal Year ending December 31, 2003, provide to each Repository an Annual Report which is
consistent with the requirements of Section4 of this Disclosure Certificate. Not later than
fifteen (15) Business Days prior to said date, the Agency shall provide the Annual Report to the
Dissemination Agent (if other than the Agency). The Annual Report may be submitted as a
single document or as separate documents comprising a package, and may include by reference
other information as provided in Section4 of this Disclosure Certificate; provided that the
audited financial statements of the Agency may be submitted separately from the balance of the
Annual Report, and later than the date required above for the filing of the Annual Report if not
available by that date. If the Agency's fiscal year changes, it shall give notice of such change in
the same manner as for a Listed Event under Section 5(c). The Agency shall provide a written
certification with each Annual Report furnished to the Dissemination Agent to the effect that
such Annual Report constitutes the Annual Report required to be furnished by it hereunder.
The Dissemination Agent may conclusively rely upon such certification of the Agency and shall
have no duty or obligation to review such Annual Report.

(b) If the Agency is unable to provide to the Repositories an Annual Report by the date
required in subsection (a), the Agency shall send a notice to the Municipal Securities
Rulemaking Board and any appropriate State Repository in substantially the form attached as
Exhibit A.

(c) The Dissemination Agent shall:

(i) determine each year prior to the date for providing the Annual Report the
name and address of each National Repository and each State Repository, if any; and

(ii) if the Dissemination Agent is other than the Agency, and such information is
available to it, file a report with the Agency certifying that the Annual Report has been
provided pursuant to this Disclosure Certificate, stating the date it was provided and
listing all the Repositories to which it was provided.



Section 4. Content of Annual Reports. The Agency's Annual Report shall contain or
incorporate by reference the following:

(a) Audited Financial Statements prepared in accordance with generally accepted
accounting principles as promulgated to apply to governmental entities from time to time by
the Governmental Accounting Standards Board. If the Agency's auditec| financial statements
are not available by the time the Annual Report is required to be filed pursuant to Section 3(a),
the Annual Report shall contain unaudited financial statements in a format similar to the
financiai statements contained in the final Official Statement, and the audited financial
statements shall be filed in the same manner as the Annual Report when they become available.

(b) A table showing the historical assessed values and tax ircrement revenues of
properties located within the Redevelopment Project for the five most recent years for which
such information is then available in a format similar to that set forth in the Official Statement
as “Table 6 Historical Taxable Value” and an analysis of Tax Revenues in a format similar to
that set forth in “Table 7 Estimate of Tax Revenues For Fiscal Year 2003-04”, together with a
statement of the debt service coverage ratios in the form set forth in Table 8 of the Official
Statement;

(<) A table showing the ten largest payers of secured property taxes in the
Redevelopment Project for the most recent year for which such information is then available in
a format similar to that set forth in the Official Statement as “Table 13 Ten Major Property Tax
Assessees”’;

(d)  With respect to then pending appeals of assessed valuaticn of property within
the Redevelopment Project, a description of any appeals by such ten largest property tax
assessees in the Redevelopment Project; and

(e) A description of outstanding indebtedness payable from Tax Revenues and
Housing Tax Revenues with respect to the Redevelopment Project.

Any or all of the items listed above may be included by specific reference to other
documents, including official statements of debt issues of the Agency or related public entities,
which have been submitted to each of the Repositories or the Securities and Exchange
Commission. If the document included by reference is a final official statement, it must be
available from the Municipal Securities Rulemaking Board. The Agency shall clearly identify
each such other document so included by reference.

Section 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the Agency shall give, or cause to be
given, rotice of the occurrence of any of the following events with respect to the Bonds, if
material:

(1)  Principal and interest payment delinquencies.

(2) Non-payment related defaults.

(3) Unscheduled draws on debt service reserves reflecting financial
difficulties.
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(4)  Unscheduled draws on credit enhancements reflecting financial

difficulties.

(5)  Substitution of credit or liquidity providers, or their failure to
perform.

(6) Adverse tax opinions or events affecting the tax-exempt status
of the security.

(7)  Modifications to rights of security holders.

(8)  Contingent or unscheduled bond calls.

(9)  Defeasances.

(10) Release, substitution, or sale of property securing repayment of
the securities.

(11) Rating changes.

(b) Whenever the Agency obtains knowledge of the occurrence of a Listed Event, the
Agency shall as soon as possible determine if such event would be material under applicable
Federal securities law.

(c) If the Agency determines that knowledge of the occurrence of a Listed Event would
be material under applicable Federal securities law, the Agency shall promptly file a notice of
such occurrence with the Municipal Securities Rulemaking Board and each State Repository, if
any. Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(8) and
(9) need not be given under this subsection any earlier than the notice (if any) of the underlymg
event is given to holders of affected Bonds pursuant to the Indenture.

Section 6. Termination of Reporting Obligation. The Agency's obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment
in full of all of the Bonds. If such termination occurs prior to the final maturity of the Bonds, the
Agency shall give notice of such termination in the same manner as for a Listed Event under
Section 5(c).

Section 7. Dissemination Agent. The Agency may, from time to time, appoint or engage
a Dissemination Agent to assist it in carrying out its obligations under this Disclosure
Certificate, and may discharge any such Dissemination Agent, with or without appointing a
successor Dissemination Agent. The initial Dissemination Agent shall be the Agency. The
Dissemination Agent may resign as Dissemination Agent by providing thirty days written
notice to the Agency and the Trustee. The Dissemination Agent shall not be responsible for the
content of any report or notice prepared by the Agency. The Dissemination Agent shall have no
duty to prepare any information report nor shall the Dissemination Agent be responsible for
filing any report not provided to it by the Agency in a timely manner and in a form suitable for
filing.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Agency may amend this Disclosure Certificate, and any provision of this
Disclosure Certificate may be waived (provided no amendment that modifies or increases its
duties or obligations of the Dissemination Agent shall be effective without the consent of the
Dissemination Agent), provided that the following conditions are satisfied:




(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or
5(a), it may only be made in connection with a change in circumstances that arises from
a change in legal requirements, change in law, or change in the identity, nature, or status
of an obligated person with respect to the Bonds, or type of business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in
the opinion of nationally recognized bond counsel, have complied with the
requirements of the Rule at the time of the primary offering of the Bonds, after taking
into account any amendments or interpretations of the Rule, as well as any change in
circumstances; and

(c) the proposed amendment or waiver either (i) is approved by holders of the
Bonds in the manner provided in the Indenture for amendments to the Indenture with
the consent of holders, or (ii) does not, in the opinion of nationally recognized bond
counsel, materially impair the interests of the holders or beneficial cwners of the Bonds.

If the annual financial information or operating data to be provided in the Annual
Report is amended pursuant to the provisions hereof, the first annual financial information filed
pursuant hereto containing the amended operating data or financial information shall explain,
in narrative form, the reasons for the amendment and the impact of the change in the type of
operating data or financial information being provided.

If an amendment is made to the undertaking specifying the accounting principles to be .
followed in preparing financial statements, the annual financial information for the year in
which the change is made shall present a comparison between the financial statements or
information prepared on the basis of the new accounting principles and those prepared on the
basis of the former accounting principles. The comparison shall include a qualitative discussion
of the differences in the accounting principles and the impact of the charge in the accounting
principles on the presentation of the financial information, in order to provide information to
investors to enable them to evaluate the ability of the Agency to meet its obligations. To the
extent reasonably feasible, the comparison shall be quantitative. A notice of the change in the
accounting principles shall be sent to the Repositories in the same manner as for a Listed Event
under Section 5(c).

Section 9. Additional Information. Nothing in this Disclosure Certificate shall be
deemed to prevent the Agency from disseminating any other informatior, using the means of
dissemination set forth in this Disclosure Certificate or any other means of communication, or
including any other information in any Annual Report or notice of occurrence of a Listed Event,
in addition to that which is required by this Disclosure Certificate. If the Agency chooses to
include any information in any Annual Report or notice of occurrence of a Listed Event in
addition to that which is specifically required by this Disclosure Certificate, the Agency shall
have no obligation under this Agreement to update such information or include it in any future
Annual Report or notice of occurrence of a Listed Event.

Section 10. Default. In the event of a failure of the Agency to comply with any
provision of this Disclosure Certificate, any Participating Underwriter or any holder or
beneficial owner of the Bonds may take such actions as may be necessary and appropriate,
including seeking mandate or specific performance by court order, to cause the Agency to
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comply with its obligations under this Disclosure Certificate. A default under this Disclosure
Certificate shall not be deemed an Event of Default under the Indenture or the Loan
Agreements, and the sole remedy under this Disclosure Certificate in the event of any failure of
the Agency to comply with this Disclosure Certificate shall be an action to compel performance.

Section 11. Duties, Immunities_and Liabilities of Dissemination Agent. The
Dissemination Agent shall have only such duties as are specifically set forth in this Disclosure
Certificate, and the Agency agrees to indemnify and save the Dissemination Agent, its officers,
directors, employees and agents, harmless against any loss, expense and liabilities which it may
incur arising out of or in the exercise or performance of its powers and duties hereunder,
including the costs and expenses (including attorneys fees) of defending against any claim of
liability, but excluding liabilities due to the Dissemination Agent's negligence or willful
misconduct. The Dissemination Agent shall be paid compensation by the Agency for its
services provided hereunder in accordance with its schedule of fees as amended from time to
time and shall be reimbursed for all expenses, legal fees and advances made or incurred by the
Dissemination Agent in the performance of its duties hereunder. The Dissemination Agent
shall have no duty or obligation to review any information provided to it hereunder and shall
not be deemed to be acting in any fiduciary capacity for the Agency, the Authority, the Bond
holders, or any other party. Other than in the case of negligence or willful misconduct of the
Dissemination Agent, the Dissemination Agent shall not have any liability to the Bondholders
or any other party for any monetary damages or financial liability of any kind whatsoever
related to or arising from any breach of any obligation of the Dissemination Agent. The
obligations of the Agency under this Section shall survive resignation: or removal of the
Dissemination Agent and payment of the Bonds.




Section 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of
the Agency, the Dissemination Agent, the Participating Underwriters and holders and
beneficial owners from time to time of the Bonds, and shall create no rights in any other person
or entity.

Dated: December 23, 2003

REDEVELOPMENT AGENCY OF THE
CITY OF SACRAMENTO

By:

Executive Director



EXHIBIT A

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD OF FAILURE TO
FILE ANNUAL REPORT

Name of Issuer: Sacramento County Public Financing Authority

Name of Bond Issue: Sacramento County Public Financing Authority 2003 Tax Allocation
Revenue Bonds, Series A (Sacramento County and City Redevelopment
Projects)

Date of Issuance: December 23, 2003

NOTICE IS HEREBY GIVEN that the Redevelopment Agency of the City of Sacramento
has not provided an Annual Report with respect to the above-named Bonds as required by
Section 5.14 of the Indenture of Trust dated as of December 1, 2003, between the Sacramento
County Public Financing Authority, as issuer (the “Issuer”), and U.S. Bank National
Association, as trustee. The Agency anticipates that the Annual Report will be filed by

Dated:

REDEVELOPMENT AGENCY OF THE
CITY OF SACRAMENTO

By:
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APPENDIX D

FORM OF CONTINUING DISCLOSURE CERTIFICATES
REDEVELOPMENT AGENCY
OF THE COUNTY OF SACRAMENTO

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and
delivered by the Redevelopment Agency of the County of Sacramento (the “Agency”) in
connection with the issuance by the Sacramento County Public Financing Authority (the
“Issuer”) of $33,695,587.95 Sacramento County Public Financing Authoritv 2003 Tax Allocation
Revenue Bonds, Series A (Sacramento County and City Redevelopment Projects) (the “Bonds”).
The Bonds are being issued pursuant to an Indenture of Trust (the “Indenture”), dated as of
December 1, 2003, by and between the Issuer and U.S. Bank National Association, as trustee
(the “Trustee”). A portion of the proceeds of the Bonds is being used by the Issuer to provide
funds tc make a loan to the Agency pursuant to a Loan Agreement, dat=d as of December 1,
2003, by and among the Issuer, the Agency and the Trustee (the “Loan Agreement”). The Loan
Agreement provides funds to the Mather/McClellan Merged Redevelopment Project of the
Agency (the “Redevelopment Project”). Pursuant to Section 5.14 of the Indenture and Section
4.18 of the Loan Agreement, the Agency covenants and agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being
executed and delivered by the Agency for the benefit of the holders and beneficial owners of the
Bonds and in order to assist the Participating Underwriters in complying with S.E.C. Rule 15¢2-
12(b)(5). The Agency acknowledges that the Issuer has undertaken no responsibility with
respect to any reports, notices or disclosures provided or required pursuant to this Certificate,
and has no liability to any person, including any holder of the Bonds, with respect to any such
reports, notices or disclosures.

Section 2. Definitions. In addition to the definitions set forth in the Indenture and the
Agreements, which apply to any capitalized term used in this Disclosure Certificate unless
otherwise defined in this Section, the following capitalized terms shall have the following
meanings:

“Annual Report” shall mean any Annual Report provided by the Agency pursuant to,
and as described in, Sections 3 and 4 of t)lllis Disclosure Certificate.

“Dissemination Agent” shall mean the Agency, or any successor Dissemination Agent
designated in writing by the Agency and which has filed with the Agericy and the Trustee a
written acceptance of such designation.

“Listedd Events” shall mean any of the events listed in Section 5(a) of this Disclosure
Certificate.

“National Repository” shall mean any Nationally Recognized Municipal Securities
Information Repository for purposes of the Rule.

“Official Statement” means the Official Statement, dated December 12, 2003, relating to
the Bonds.
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“Participating Underwriter” shall mean any of the orifinal underwriters of the Bonds
required to comply with the Rule in connection with offering of the Bonds.

“Repository” shall mean each National Repository and each State Repository.

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange
Commission under the Securities Exchange Act of 1934, as the same may be amended from time
to time.

” r”

State Repository” shall mean any public or private repository or entity designated b
the State of California as a state repository for the purpose of the Rule and recognized as suc
by the Securities and Exchange Commission. As of the date of this Agreement, there is no State
Repository.

Section 3. Provision of Annual Reports.

(@) The Agency shall, or upon written direction shall cause the Dissemination Agent to,
not later than the last day of the ninth (9th) month (currently September 30) after the end of the
Agency's fiscal year (which currently ends December 31), commencing with the report for the
Fiscal Year ending December 31, 2003, provide to each Repository an Annual Report which is
consistent with the requirements of Section4 of this Disclosure Certificate. Not later than
fifteen (15) Business Days prior to said date, the Agency shall provide the Annual Report to the
Dissemination Agent (if other than the Agency). The Annual Report may be submitted as a
single document or as separate documents comprising a package, and may include by reference
other information as provided in Section4 of this Disclosure Certificate; provided that the
audited financial statements of the Agency may be submitted separately from the balance of the
Annual Report, and later than the date required above for the filing of the Annual Report if not
available by that date. If the Agency's fiscal year changes, it shall give notice of such change in
the same manner as for a Listed Event under Section 5(c). The Agency shall provide a written
certification with each Annual Report furnished to the Dissemination Agent to the effect that
such Annual Report constitutes the Annual Report required to be furnished by it hereunder.
The Dissemination Agent may conclusively rely upon such certification of the Agency and shall
have no duty or obligation to review such Annual Report.

(b) 1f the Agency is unable to provide to the Repositories an Annual Report by the date
required in subsection (a), the Agency shall send a notice to the Municipal Securities
Rulemaking Board and any appropriate State Repository in substantially the form attached as
Exhibit A.

(c) The Dissemination Agent shall:

(i) determine each year prior to the date for providing the Annual Report the
name and address of each National Repository and each State Repository, if any; and

(ii) if the Dissemination Agent is other than the Agency, and such information is
available to it, file a report with the Agency certifying that the Annual Report has been
provided pursuant to this Disclosure Certificate, stating the date it was provided and
listing all the Repositories to which it was provided.



Section 4. Content of Annual Reports. The Agency's Annual Report shall contain or
incorporate by reference the following:

(a) Audited Financial Statements prepared in accordance with generally accepted
accounting principles as promulgated to apply to governmental entities from time to time by
the Governmental Accounting Standards Board. If the Agency's audited financial statements
are not available by the time the Annual Report is required to be filed pursuant to Section 3(a),
the Annual Report shall contain unaudited financial statements in a format similar to the
financial statements contained in the final Official Statement, and the audited financial
statements shall be filed in the same manner as the Annual Report when they become available.

(@) A table showing the historical assessed values and tax increment revenues of
properties located within the Redevelopment Project for the five most recent years for which
such information is then available in a format similar to that set forth in the Official Statement
as “Table 3 Historical Taxable Value” and an analysis of Tax Revenues in a format similar to
that set forth in “Table 4 Estimate of Tax Revenues For Fiscal Year 2003-04”, together with a
statement of the debt service coverage ratios in the form set forth in Table 5 of the Official
Statement;

) A table showing the ten largest payers of secured property taxes in the
Redevelopment Project for the most recent year for which such informaticn is then available in
a format similar to that set forth in the Official Statement as “Table 11 Ten Major Property Tax
Assessees”;

(d) With respect to then pending appeals of assessed valuation of property within
the Redevelopment Project, a description of any appeals by such ten largest property tax
assessees in the Redevelopment Project; and

(2) A description of outstanding indebtedness payable from Tax Revenues and
Housing Tax Revenwes with respect to the Redevelopment Project.

Any or all of the items listed above may be included by specific reference to other
documents, including official statements of debt issues of the Agency or rzlated public entities,
which have been submitted to each of the Repositories or the Securities and Exchange
Commission. If the document included by reference is a final official statement, it must be
available from the Municipal Securities Rulemaking Board. The Agency shall clearly identify
each such other document so included by reference.

Section 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the Agency shal! give, or cause to be
given, notice of the occurrence of any of the following events with respect to the Bonds, if

material:

(1)  Principal and interest payment delinquencies.

(2) Non-payment related defaults.

(3) Unscheduled draws on debt service reserves reflecting financial
difficulties.
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(4)  Unscheduled draws on credit enhancements reflecting financial
difficulties.

(5)  Substitution of credit or liquidity providers, or their failure to
perform.

(6) Adverse tax opinions or events affecting the tax-exempt status
of the security.

(7) Modifications to rights of security holders.

(8) Contingent or unscheduled bond calls.

(9) Defeasances.

(10) Release, substitution, or sale of property securing repayment of
the securities.

(11) Rating changes.

(b) Whenever the Agency obtains knowledge of the occurrence of a Listed Event, the
Agency shall as soon as possible determine if such event would be material under applicable
Federal securities law.

(c) If the Agency determines that knowledge of the occurrence of a Listed Event would
be material under applicable Federal securities law, the Agency shall promptly file a notice of
such occurrence with the Municipal Securities Rulemaking Board and each State Repository, if
any. Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(8) and
(9) need not be given under this subsection any earlier than the notice (if any) of the underlying
event is given to holders of affected Bonds pursuant to the Indenture.

~ Section 6. Termination of Reporting Obligation. The Agency's obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment
in full of all of the Bonds. If such termination occurs prior to the final maturity of the Bonds, the
Agency shall give notice of such termination in the same manner as for a Listed Event under
Section 5(c).

Section 7. Dissemination Agent. The Agency may, from time to time, appoint or engage
a Dissemination Agent to assist it in carrying out its obligations under this Disclosure
Certificate, and may discharge any such Dissemination Agent, with or without appointing a
successor Dissemination Agent. The initial Dissemination Agent shall be the Agency. The
Dissemination Agent may resign as Dissemination Agent by providing thirty days written
notice to the Agency and the Trustee. The Dissemination Agent shall not be responsible for the
content of any report or notice prepared by the Agency. The Dissemination Agent shall have no
duty to prepare any information report nor shall the Dissemination Agent be responsible for
filing any report not provided to it by the Agency in a timely manner and in a form suitable for
filing.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Agency may amend this Disclosure Certificate, and any provision of this
Disclosure Certificate may be waived (provided no amendment that modifies or increases its
duties or obligations of the Dissemination Agent shall be effective without the consent of the
Dissemination Agent), provided that the following conditions are satisfied:
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(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or
5(a), it may only be made in connection with a change in circumstarices that arises from
a change in legal requirements, change in law, or change in the identity, nature, or status
of an obligated person with respect to the Bonds, or type of business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in
the opinion of mnationally recognized bond counsel, have complied with the
requirements of the Rule at the time of the primary offering of the Bonds, after taking
into account any amendments or interpretations of the Rule, as well as any change in
circumstances; and

(¢) the proposed amendment or waiver either (i) is approved by holders of the
Bonds in the manner provided in the Indenture for amendments to the Indenture with
the consent of holders, or (ii) does not, in the opinion of nationally recognized bond
.counsel, materially impair the interests of the holders or beneficial owners of the Bonds.

If the annual financial information or operating data to be provided in the Annual
Report is amended pursuant to the provisions hereof, the first annual financial information filed
pursuant hereto containing the amended operating data or financial information shall explain,
in narrative form, the reasons for the amendment and the impact of the change in the type of
operating data or financial information being provided.

If an amendment is made to the undertaking specifying the accounting principles to be
followed in preparing financial statements, the annual financial information for the year in
which the change is made shall present a comparison between the financial statements or
information prepared on the basis of the new accounting principles and those prepared on the
basis of the former accounting principles. The comparison shall include a qualitative discussion
of the differences in the accounting principles and the impact of the change in the accounting
principles on the presentation of the financial information, in order to provide information to
investors to enable them to evaluate the ability of the Agency to meet its obligations. To the
extent reasonably feasible, the comparison shall be quantitative. A notice of the change in the
accounting principles shall be sent to the Repositories in the same manner zs for a Listed Event
under Section 5(c).

Section 9. Additional Information. Nothing in this Disclosure Certificate shall be
deemed to prevent the Agency from disseminating any other information, using the means of
dissemination set forth in this Disclosure Certificate or any other means of communication, or
including any other information in any Annual Report or notice of occurrence of a Listed Event,
in addition to that which is required by this Disclosure Certificate. If the Agency chooses to
include any information in any Annual Report or notice of occurrence of a Listed Event in
addition to that which is specifically required by this Disclosure Certificate, the Agency shall
have no obligation under this Agreement to update such information or include it in any future
Annual Report or notice of occurrence of a Listed Event.

Section 10. Default. In the event of a failure of the Agency to comply with any
provision of this Disclosure Certificate, any Participating Underwriter or any holder or
beneficial owner of the Bonds may take such actions as may be necessary and appropriate,
including seeking mandate or specific performance by court order, to cause the Agency to
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comply with its obligations under this Disclosure Certificate. A default under this Disclosure
Certificate shall not be deemed an Event of Default under the Indenture or the Loan
Agreements, and the sole remedy under this Disclosure Certificate in the event of any failure of
the Agency to comply with this Disclosure Certificate shall be an action to compel performance.

Section 11. Duties, Immunities_and Liabilities of Dissemination Agent. The
Dissemination Agent shall have only such duties as are specifically set forth in this Disclosure
Certificate, and the Agency agrees to indemnify and save the Dissemination Agent, its officers,
directors, employees and agents, harmless against any loss, expense and liabilities which it may
incur arising out of or in the exercise or performance of its powers and duties hereunder,
including the costs and expenses (including attorneys fees) of defending against any claim of
liability, but excluding liabilities due to the Dissemination Agent's negligence or willful
misconduct. The Dissemination Agent shall be paid compensation by the Agency for its
services provided hereunder in accordance with its schedule of fees as amended from time to
time and shall be reimbursed for all expenses, legal fees and advances made or incurred by the
Dissemination Agent in the performance of its duties hereunder. The Dissemination Agent
shall have no duty or obligation to review any information provided to it hereunder and shall
not be deemed to be acting in any fiduciary capacity for the Agency, the Authority, the Bond
holders, or any other party. Other than in the case of negligence or willful misconduct of the
Dissemination Agent, the Dissemination Agent shall not have any liability to the Bondholders
or any other party for any monetary damages or financial liability of any kind whatsoever
related to or arising from any breach of any obligation of the Dissemination Agent. The
obligations of the Agency under this Section shall survive resignation or removal of the
Dissemination Agent and payment of the Bonds.
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Section 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of
the Agency, the Dissemination Agent, the Participating Underwriters and holders and
beneficial owners from time to time of the Bonds, and shall create no rights in any other person
or entity.

Dated: December 23, 2003

REDEVELOPMENT AGENCY OF THE
COUNTY OF SACRAMENTO

Executive Director



EXHIBIT A

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD OF FAILURE TO
FILE ANNUAL REPORT

Name of Issuer: Sacramento County Public Financing Authority

Name of Bond Issue: Sacramento County Public Financing Authority 2003 Tax Allocation
Revenue Bonds, Series A (Sacramento County and City Redevelopment
Projects)

Date of Issuance: December 23, 2003

NOTICE IS HEREBY GIVEN that the Redevelopment Agency of the County of
Sacramento has not provided an Annual Report with respect to the above-named Bonds as
required by Section 5.14 of the Indenture of Trust dated as of December 1, 2003, between the
Sacramento County Public Financing Authority, as issuer (the “Issuer”), and U.S. Bank National
Association, as trustee. The Agency anticipates that the Annual Report will be filed by

Dated:

REDEVELOPMENT AGENCY OF THE
COUNTY OF SACRAMENTO

By:
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APPENDIX E
SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL C'COCUMENTS

The following is a brief summary of the provisions of the Indenture of Trust providing
for the issuance of the Bonds and of the Loan Agreements relating to the Mather/McClellan
Merged Project Area and the Del Paso Heights Redevelopment, Project No. 5. Except for
variations that distinguish the respective Project Areas, the provisions of the Loan Agreements
are substantially the same. Except as noted in this summary, the pertinent variations have been
described in the foregoing Official Statement. Therefore, when used in the following summary,
the terms “Loan” and “Loan Agreement” apply with the same effect to the respective Project
Areas, as applicable.

This summary is not intended to be definitive, and reference is made to the complete
documents for the complete terms thereof.

DEFINITIONS

Except as otherwise defined in this summary, the terms previously defined in this
Official Statement have the respective meanings previously given. . When the context of this
summary requires, the terms “interest” and “principal” shall include “Accreted Value” and
“maturity amount”, respectively, with respect to the Capital Appreciation Bonds. In addition,
the following terms have the following meanings when used in this summary:

“Accreted Value” means, with respect to Capital Appreciation Bonds, the initial
principal amount of and accrued interest thereon as of any June 1 or December 1 determined
solely by reference to the Table of Accreted Values set forth on the form of the Capital
Appreciation Bond. The Accreted Value for any date not specified in said Table shall be
determined by adding to the Accreted Value set forth in said Table for the date next preceding
the date in question (the “Preceding Accreted Value”) that portion of the difference between the
Preceding, Accreted Value and the Accreted Value for the date set forth in said Table for the
date next succeeding the date in question (the “Succeeding Accreted Value”) that the number of
days (based on twelve 30-day months) from the Preceding Accreted Value bears to the total
number of days from the date of the Preceding Accreted Value to the date of the Succeeding
Accreted Value.

“Additional Revenues” means, as of the date of calculation, the amount of Tax
Revenues which, as shown in the Report of an Independent Redevelopment Consultant, are
estimated to be receivable by the Agency within the Fiscal Year following the Fiscal Year in
which such calculation is made, as a result of increases in the assessed valuation of taxable
property in the Project Area due to construction which has been completed but which is not
then reflected on the tax rolls.
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” Agency” means either the City Agency or the County Agency, or both such Agencies,
as the context shall require.

“Bond Year” means each twelve-month period extending from December 2 in one
calendar year to December 1 of the succeeding calendar year, both dates inclusive, except that
the first Bond Year shall begin on the Closing Date, and end on December 1, 2004.

“Business Day” means a day of the year on which banks in San Francisco, California, are
not required or authorized to remain closed.

“Capital Appreciation Bonds” means all of the Bonds identified as such in the Indenture,
the interest on which accretes and compounds as set forth in the Indenture.

“CIEDB Loan” means the loan made to the Agency by the California Infrastructure and
Economic Development Bank in the amount of not to exceed $10,000,000 pursuant to the CIEDB
Loan Agreement.

“CIEDB Loan Agreement” means the Tax Allocation Loan Agreement, made and
entered into as of January 28, 2002, by and between the Agency and California Infrastructure
and Economic Development Bank under the CIEDB Loan Agreement, providing for the making
of the CIEDB Loan.

“City” means the City of Sacramento, a chartered city and municipal corporation
organized under the Constitution and laws of the State, and any successor thereto.

“City Agency” means the Redevelopment Agency of the City of Sacramento, a public
body corporate and politic organized under the laws of the State, and any successor thereto.

“Closing Date” means the date of delivery of the Bonds to Stone & Youngberg LLC, as
the Original Purchaser.

“Code” means the Internal Revenue Code of 1986, as amended from time to time. Any
reference to a provision of the Code shall be deemed to include the applicable Tax Regulations
promulgated with respect to such provision.

“Continuing Disclosure Certificate” means that certain Continuing Disclosure
Certificate, dated as of the Closing Date, as originally executed by the Agency and as it may be
amended from time to time in accordance with the terms thereof.

“County” means the County of Sacramento, a political subdivision of the State
organized under the laws of the State, and any successor thereto.

“County Agency” means the Redevelopment Agency of the County of Sacramento, a
public body corporate and politic organized under the laws of the State, and any successor

thereto.

“Current Interest Bonds” means all Bonds other than Capital Appreciation Bonds, the
interest on which is payable on each Interest Payment Date as set forth in the Indenture.
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“Del Paso Nuevo Agreement” means the Pledge, Assignment and Security Agreement,
dated as of August 11, 1998, by the Agency in favor of the Secretary of Housing and Urban
Development of the United States of America, pledging certain tax increment revenues
allocated to the Del Paso Heights Redevelopment Project Area.

“Fair Market Value” means the price at which a willing buyer would purchase the
investmerit from a willing seller in a bona fide, arm's length transaction (determined as of the
date the contract to purchase or sell the investment becomes binding) if the investment is traded
on an established securities market (within the meaning of section 1273 of the Tax Code) and,
otherwise, the term “Fair Market Value” means the acquisition price in a bona fide arm's length
transaction (as referenced above) if (i) the investment is a certificate of deposit that is acquired
in accordance with applicable regulations under the Tax Code, (ii) the investment is an
agreement with specifically negotiated withdrawal or reinvestment provisions and a
specifically negotiated interest rate (for example, a guaranteed investment contract, a forward
supply contract or other investment agreement) that is acquired in accordance with applicable
regulationis under the Tax Code, (iii) the investment is a United States Treasury Security--State
and Local Government Series that is acquired in accordance with applicable regulations of the
United States Bureau of Public Debt, or (iv) any commingled investment fund in which the City
and related parties do not own more than a ten percent (10%) beneficial iriterest therein if the
return paid by the fund is without regard to the source of the investment. The Trustee shall
have no cuty in connection with the determination of Fair Market Value other than to follow
the investment clirections of the Authority in any written directions of the Authority.

"Federal Securities" means any of the following which are noncallable and which at the
time of investment are legal investments under the laws of the State for the moneys proposed to
be invested therein:

(@) Direct obligations of the United States of America and securities fully and
unconditionally guaranteed as to the timely payment of principal and interest by the
United States of America (“U.S. Government Securities”).

(b) Direct obligations* of the following federal agencies which are fully
guaranteed by the full faith and credit of the United States of America:

-- Export-Import Bank of the United States - Direct obligations and
fully guaranteed certificates of beneficial interest

-- Federal Housing Administration - debentures

-- General Services Administration - participation certificates
-- Government National Mortgage Association ("GNMAs") -
guaranteed mortgage-backed securities and guaranteed
participation certificates

-- Small Business Administration - guaranteed participation
certificates and guaranteed pool certificates

-- U.S. Department of Housing & Urban Development -

local authority bonds



-- U.S. Maritime Administration - guaranteed Title XI financings
-- Washington Metropolitan Area Transit Authority ~
guaranteed transit bonds

--and any other obligations approved by the Insurer for
purposes of defeasance of the Bonds pursuant to the Indenture.

(©) The following are explicitly excluded from the securities enumerated in

(b):

] All derivative obligations, including without limitation inverse
floaters, residuals, interest-only, principal-only and range notes;

(ii) Obligations that have a possibility of returning a zero or negative
yield if held to maturity;

(i)  Obligations that do not have a fixed par value or those whose
terms do not promise a fixed dollar amount at maturity or call date; and

(iv)  Collateralized Mortgage-Backed Obligations (“CMOs”).

“Fiscal Year” means any twelve-month period extending from July 1 in one calendar
year to June 30 of the succeeding calendar year, both dates inclusive, or any other twelve-month
period selected and designated by the Authority or the Agency as its official fiscal year period.

“Independent Financial Consultant” means any financial consultant or fiscal consultant
or firm of such consultants appointed and paid by the Agency, and who, or each of whom-

(a) is in fact independent and not under domination of the Authority, the City or
the Agency;

(b) does not have any substantial interest, direct or indirect, in the Authority, the
City or the Agency; and

(c) is not connected with the Authority, the City or the Agency as an officer or
employee of the Authority, the City or the Agency but who may be regularly retained by
the Authority, the City or the Agency.

“Independent Redevelopment Consultant” means any consultant or firm of such
consultants appointed by the Agency, and who, or each of whom: (a) is judged by the Agency
to have experience in matters relating to the collection of Tax Revenues or otherwise with
respect to the financing of redevelopment projects; (b) is in fact independent and not under the
domination of the Agency; (c) does not have any substantial interest, direct or indirect, with the
Agency, other than as original purchaser of Agency obligations; and (d) is not connected with
the Agency as an officer or employee of the Agency, but who may be regularly retained to make
reports to the Agency.

“Housing Component” means the portion of the debt service on a Loan that is payable
from Housing Tax Revenues.
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“Housing Tax Revenues” means that portion of the Tax Revenues taat may be applied
pursuant to Section 33334.2 of the Redevelopment Law to pay a portion of the semi-annual
installment payments on the Loan.

“Insurance Policy” means the new issue municipal bond insurance policy issued by the
Insurer that guarantees the payment of principal of and interest on the Bonds as provided
herein.

“Insurer” means Financial Guaranty Insurance Company, a New York stock insurance
company, and any successor thereto.

“Interest Payment Date” means June 1 and December 1 in each year, beginning June 1,
2004, and continuing thereafter so long as any Bonds remain outstanding.

“Low and Moderate Income Housing Account” means the account of the Agency by that
name established in the Low and Moderate Income Housing Fund pursuant to a Loan
Agreement.

“Low and Moderate Income Housing Fund” means the fund of the Agency by that
name established pursuant to Section 33334.3 of the Redevelopment Law.

“Maximum Annual Debt Service” means, with respect to any Loan, as of the date of
calculation, the largest amount obtained by totaling, for the current or any future Bond Year, the
sum of (a) the arnount of interest payable on such Loan and any Parity Debt to be Outstanding
in such Bond Year, assuming that principal thereof is paid as scheduled and that any
mandatory sinking fund payments are made as scheduled, and (b) the amount of principal
payable on the Loan and on any Parity Debt to be Outstanding in such Bond Year, including
any principal required to be prepaid by operation of mandatory sinking fund payments. For
purposes of such calculation, there shall be excluded principal and interest on amounts in a
Special Escrow Fund and the principal of and interest on any Parity Debt to the extent the
proceeds thereof are then deposited in a fully self-supporting escrow fund (the fully self-
supporting nature of which is evidenced by a report prepared by a Redevelopment Consultant
and delivered to the Insurer) from which amounts may not be released to the Agency unless the
amount of Tax Revenues then to be received is not less than percentage of Maximum Annual
Debt Service required with respect to the issuance of Parity Debt under the applicable Loan
Agreemerit.

“Moody's” means Moody's Investors Service, Inc., its successors and assigns.
“Original Purchaser” means Stone & Youngberg LLC as the first purchaser of the Bonds.

“Cwner”, when used with respect to any Bond, means the person in whose name the
ownership of such Bond is registered on the Bond registration books of the Trustee.

“Parity Debt” means, with respect to any Loan, any loans, bonds, notes, advances or

indebtedness payable from the Tax Revenues on a parity with such Loan, issued or incurred
pursuant to and in accordance with the provisions of the related Loan Agreement, and includes,
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with respect to the Loan made pursuant to the Mather/McClellan Loan Agreement, the CIEDB
Loan, and includes with respect to the Housing Component of the Loan made pursuant to the
Mather/McClellan Loan Agreement, the 2003 Housing Loan.

“Parity Debt Instrument” means any resolution, indenture of trust, trust agreement,
loan agreement or other instrument authorizing the issuance of any Parity Debt and which
otherwise complies with all of the terms and conditions of the related Loan Agreement, and
includes, with respect to the Loan made pursuant to the Mather/McClellan Loan Agreement
(excluding the Housing Component), the CIEDB Loan and includes, with respect to the
Housing Component of the Loan made pursuant to the Mather/McClellan Loan Agreement,
the 2003 Housing Loan Agreement.

“Participating Underwriter” has the meaning ascribed thereto in the Continuing
Disclosure Certificate.

“Permitted Investments" means any of the following which at the time of investment are
legal investments under the laws of the State of California for the moneys proposed to be
invested therein:

(@) Federal Securities;

(b) Direct obligations* of the following federal agencies which are not fully
guaranteed by the faith and credit of the United States of America:

(i) Federal National Mortgage Association ("FNMAs") - senior debt
obligations rated Aaa by Moody’s Investors Service ("Moody’s") and AAA by
Standard & Poor’s Ratings Services ("S&P")

(ii) Federal Home Loan Mortgage Corporation ("FHLMCs") -
participation certificates and senior debt obligations rated Aaa by Moody’s and
AAA by S&P

(i)  Federal Home Loan Banks - consolidated debt obligations

(iv)  Student Loan Marketing Association - debt obligations

v) Resolution Funding Corporation - debt obligations

() The following are explicitly excluded from the securities enumerated in

(b):

) All derivative obligations, including without limitation inverse
floaters, residuals, interest-only, principal-only and range notes;

(ii) Obligations that have a possibility of returning a zero or negative
yield if held to maturity;



(iiiy  Obligations that do not have a fixed par value or those whose
terms do not promise a fixed dollar amount at maturity or call date; and

(iv)  Collateralized Mortgage-Backed Obligations ("CMOs").

(d) Direct, general obligations of any state of the United States of America or
any subdivision or agency thereof whose uninsured and unguaranteed general
obligation debt is rated, at the time of purchase, A2 or better by Moody’s and A or better
by S&P, or any obligation fully and unconditionally guaranteed by any state,
subdivision or agency whose uninsured and unguaranteed general obligation debt is
rated, at the time of purchase, A2 or better by Moody’s and A or better by S&P.

(e) Commercial paper (having original maturities of not 1nore than 270 days)
rated, at the time of purchase, P-1 by Moody’s and A-1 or better by S&P.

(" Certificates of deposit, savings accounts, deposit accounts or money
market deposits in amounts that are continuously and fully insured by the Federal
Deposit Insurance Corporation ("FDIC"), including the Bank Insurance Fund and the
Savings Association Insurance Fund.

(i) the Local Agency Investment Fund of the State of California, created
pursuant to Section 16429.1 of the California Government Code, to the extent the
Trustee is authorized to register such investment in its name; and

(if) other forms of investments (including repurchase agreements)
approved in writing by the Insurer with notice to S&P.

(8) Certificates of deposit, deposit accounts, federal funds or bankers’
acceptances (in each case having maturities of not more than 365 days following the date
of purchase) of any domestic commercial bank or United States branch office of a foreign
bank, provided that such bank’s short-term certificates of deposit are rated P-1 by
Moody’s and A-1 or better by S&P (not considering holding company ratings).

(h) Investments in money-market funds rated AAAm or AAAm-G by S&P.
(i) State-sponsored investment pools rated AA- or better by S&P.
1) Repurchase agreements that meet the following criteria:

(i) A master repurchase agreement or specific written repurchase
agreement, substantially similar in form and substance to the Public Securities
Association or Bond Market Association master repurchase agreement, governs
the transaction.

(ii) Acceptable providers shall consist of (i) registered broker/dealers
subject to Securities Investors’ Protection Corporation ("SIPC") jurisdiction or
commercial banks insured by the FDIC, if such broker/dealer or bank has an
uninsured, unsecured and unguaranteed rating of A3/P-1 or better by Moody’s
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and A-/A-1 or better by S&P, or (ii) domestic structured investment companies
approved by the Insurer and rated Aaa by Moody’s and AAA by S&P.

(i)  The repurchase agreement shall require termination thereof if the
counterparty’s ratings are suspended, withdrawn or fall below A3 or P-1 from
Moody’s, or A- or A-1 from S&P. Within ten (10) days, the counterparty shall
repay the principal amount plus any accrued and unpaid interest on the
investments.

(iv)  The repurchase agreement shall limit acceptable securities to U.S.
Government Securities and to the obligations of GNMA, FNMA or FHLMC
described in 2(d), 3(a) and 3(b) above. The fair market value of the securities in
relation to the amount of the repurchase obligation, including principal and
accrued interest, is equal to a collateral level of at least 104% for U.S. Government
Securities and 105% for GNMAs, FNMAs or FHLMCs. The repurchase
agreement shall require (i) the Trustee or the Agent to value the collateral
securities no less frequently than weekly, (ii) the delivery of additional securities
if the fair market value of the securities is below the required level on any
valuation date, and (iii) liquidation of the repurchase securities if any deficiency
in the required percentage is not restored within two (2) business days of such
valuation.

v) The repurchase securities shall be delivered free and clear of any
lien to the bond trustee (herein, the "Trustee") or to an independent third party
acting solely as agent ("Agent") for the Trustee, and such Agent is (i) a Federal
Reserve Bank, or (ii) a bank which is a member of the FDIC and which has
combined capital, surplus and undivided profits or, if appropriate, a net worth,
of not less than $50 million, and the Trustee shall have received written
confirmation from such third party that such third party holds such securities,
free and clear of any lien, as agent for the Trustee.

(vi) A perfected first security interest in the repurchase securities shall
be created for the benefit of the Trustee, and the issuer and the Trustee shall
receive an opinion of counsel as to the perfection of the security interest in such
repurchase securities and any proceeds thereof.

(vii)  The repurchase agreement shall have a term of one year or less, or
shall be due on demand.

(viii). The repurchase agreement shall establish the following as events
of default, the occurrence of any of which shall require the immediate liquidation
of the repurchase securities, unless the Insurer directs otherwise:

(1) insolvency of the broker/ dealer or commercial bank serving
as the counterparty under the repurchase agreement;

(2) failure by the counterparty to remedy any deficiency in the
required collateral level or to satisfy the margin maintenance
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call under item 10(d) above; or

(3) failure by the counterparty to repurchase the repurchase securities
on the specified date for repurchase.

k) Investment agreements (also referred to as guaranteed investment
contracts) that meet the following criteria:

() A master agreement or specific written investment agreement
governs the transaction.

(ii) Acceptable providers of uncollateralized investment agreements
shall consist of (i) domestic FDIC-insured commercial banks, or U.S. branches of
foreign banks, rated at least Aa2 by Moody’s and AA by S&P; (ii) domestic
insurance companies rated Aaa by Moody’s and AAA by Sé&P; and (iii) domestic
structured investment companies approved by the Insurer and rated Aaa by
Moody’s and AAA by S&P.

(iii)  Acceptable providers of collateralized investment agreements
shall consist of (i) registered broker/dealers subject to SIPC jurisdiction, if such
broker/dealer has an uninsured, unsecured and unguaranteed rating of Al or
better by Moody’s and A+ or better by S&P; (ii) domnestic FDIC-insured
commercial banks, or US. branches of foreign banks, rated at least Al by
Moody’s and A+ by S&P; (iii) domestic insurance companies rated at least A1 by
Moody’s and A+ by S&P; and (iv) domestic structured investment companies
approved by the Insurer and rated Aaa by Moody’s and AAA by S&P. Required
collateral levels shall be as set forth in 11(f) below.

(iv)  The investment agreement shall provide that if the provider’s
ratings fall below Aa3 by Moody’s or AA- by S&P, the provider shall within ten
(10) days either (i) repay the principal amount plus any accrued and interest on
the investment; or (ii) deliver Permitted Collateral as provided below.

v) The investment agreement must provide for termination thereof if
the provider’s ratings are suspended, withdrawn or fall below A3 from Moody’s
or A- from S&P. Within ten (10) days, the provider shall repay the principal
amount plus any accrued interest on the agreement, without penalty.

(vi)  The investment agreement shall provide for the delivery of
collateral described in (i) or (ii) below (“Permitted Collateral") which shall be
maintained at the following colldteralization levels at each valuation date:

(1) U.S. Government Securities at 104% of principal plus accrued
interest; or

(2) Obligations of GNMA, FNMA or FHLMC (described in 2(d), 3(a)
and 3(b) above) at 105% of principal and accrued interest.
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1)) The investment agreement shall require the Trustee or Agent to
determine the market value of the Permitted Collateral not less than weekly and notify
the investment agreement provider on the valuation day of any deficiency. Permitted
Collateral may be released by the Trustee to the provider only to the extent that there are
excess amounts over the required levels. Market value, with respect to collateral, may
be determined by any of the following methods:

(i) the last quoted "bid" price as shown in Bloomberg, Interactive
Data Systems, Inc., The Wall Street Journal or Reuters;

(ii) valuation as performed by a nationally recognized pricing service,
whereby the valuation method is based on a composite average of various bid
prices; or

(iliy  the lower of two bid prices by nationally recognized dealers. Such
dealers or their parent holding companies shall be rated investment grade and
shall be market makers in the securities being valued.

(m)  Securities held as Permitted Collateral shall be free and clear of all liens
and claims of third parties, held in a separate custodial account and registered in the
name of the Trustee or the Agent.

(n) The provider shall grant the Trustee or the Agent a perfected first security
interest in any collateral delivered under an investment agreement. For investment
agreements collateralized initially and in connection with the delivery of Permitted
Collateral under 11(f) above, the Trustee and the Insurer shall receive an opinion of
counsel as to the perfection of the security interest in the collateral.

(o) The investment agreement shall provide that moneys invested under the
agreement must be payable and putable at par to the Trustee without condition,
breakage fee or other penalty, upon not more than two (2) business days’ notice, or
immediately on demand for any reason for which the funds invested may be withdrawn
from the applicable fund or account established under the authorizing document, as
well as the following:

(1) In the event of a deficiency in the debt service account;
(ii) Upon acceleration after an event of default;

(iii)  Upon refunding of the bonds in whole or in part;

(iv)  Reduction of the debt service reserve requirement for the bonds;
or

v) If a determination is later made by a nationally recognized bond
counsel that investments must be yield-restricted.
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Notwithstanding the foregoing, the agreement may provide for a breakage fee or other
penalty that is payable in arrears and not as a condition of a draw by the Trustee if the issuer’s
obligation to pay such fee or penalty is subordinate to its obligation to pay debt service on the
bonds and to make deposits to the debt service reserve fund.

(p) The investment agreernent shall establish the following as events of
default, the occurrence of any of which shall require the immediate liquidation of the
investment securities, unless:

@) Failure of the provider or the guarantor (if any) to make a
payment when due or to deliver Permitted Collateral of the character, at the
times or in the amounts described above;

(i) Insolvency of the provider or the guarantor (if any) under the
investment agreement;

(iii)  Failure by the provider to remedy any deficiency with respect to
required Permitted Collateral;

(iv)  Failure by the provider to make a payment or observe any
covenant under the agreement;

v) The guaranty (if any) is terminated, repudiated or challenged; or
Any representation of warranty furnished to the Trustee or the issuer in
connection with the agreement is false or misleading.

(@) The investment agreement must incorporate the following general
criteria:

(i) "Cure periods" for payment default shall not exceed two (2)
business days;

(ii) The agreement shall provide that the provider shall remain liable
for any deficiency after application of the proceeds of the szle of any collateral,
including costs and expenses incurred by the Trustee or the Insurer;

(iii)  Neither the agreement or guaranty agreement, if applicable, may
be assigned (except to a provider that would otherwise be acceptable under these
guidelines) or amended without the prior consent of the Insurer;

(iv)  If the investment agreement is for a debt service reserve fund,
reinvestments of funds shall be required to bear interest at a rate at least equal to
the original contract rate.

(v) The provider shall be required to immediately notify the Insurer
and the Trustee of any event of default or any suspension, withdrawal or
downgrade of the provider’s ratings;
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(vi)  The agreement shall be unconditional and shall expressly disclaim
any right of set-off or counterclaim;

(vii) The agreement shall require the provider to submit information
reasonably requested by the Insurer, including balance invested with the
provider, type and market value of collateral and other pertinent information.

(r) Forward delivery agreements in which the securities delivered mature on
or before each interest payment date (for debt service or debt service reserve funds) or
draw down date (construction funds) that meet the following criteria:

(i) A specific written investment agreement governs the transaction.

(if) Acceptable providers shall be limited to (i) any registered
broker/dealer subject to the Securities Investors’ Protection Corporation
jurisdiction, if such broker/dealer or bank has an uninsured, unsecured and
unguaranteed obligation rated A3/P-1 or better by Moody’s and A-/A-1 or
better by S&P; (ii) any commercial bank insured by the FDIC, if such bank has an
uninsured, unsecured and unguaranteed obligation rated A3/P-1 or better by
Moody’s and A-/A-1 or better by S&P; and (iii) domestic structured investment
companies approved by the Insurer and rated Aaa by Moody’s and AAA by
S&P.

(iii)  The forward delivery agreement shall provide for termination or
assignment (to a qualified provider hereunder) of the agreement if the provider’s
ratings are suspended, withdrawn or fall below A3 or P-1 from Moody’s or A- or
A-1 from S&P. Within ten (10) days, the provider shall fulfill any obligations it
may have with respect to shortfalls in market value. There shall be no breakage
fee payable to the provider in such event.

(iv)  Permitted securities shall include the investments listed in (a) and
(b) above.

(v) The forward delivery agreement shall include the following
provisions:

(1) The permitted securities must mature at least one (1) business day
before a debt service payment date or scheduled draw. The maturity amount of
the permitted securities must equal or exceed the amount required to be in the
applicable fund on the applicable valuation date.

(2) The agreement shall include market standard termination
provisions, including the right to terminate for the provider’s failure to deliver
qualifying securities or otherwise to perform under the agreement. There shall
be no breakage fee or penalty payable to the provider in such event.
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(3) Any breakage fees shall be payable only on debt service payment
dates and shall be subordinated to the payment of debt service and debt service
reserve fund replenishments.

(4) The provider must submit at closing a bankruptcy opinion to the
effect that upon any bankruptcy, insolvency or receivership of the provider, the
securities will not be considered to be a part of the provider’s estate, and
otherwise acceptable to the Insurer.

(5) The agreement may not be assigned (except to a provider that
would otherwise be acceptable under these guidelines) or amended without the
prior written consent of the Insurer.

(s) Forward delivery agreements in which the securities delivered mature
after the funds may be required but provide for the right of the issuer or the Trustee to
put the securities back to the provider under a put, guaranty or other hedging
arrangement, only with the prior written consent of the Insurer.

t) Maturity of investments shall be governed by the following:
) ty g y g

(i) Investments of monies (other than reserve funds) shall be in
securities and obligations maturing not later than the dates on which such
monies will be needed to make payments.

(i)  Investments shall be considered as maturing on the first date on
which they are redeemable without penalty at the option of the holder or the
date on which the Trustee may require their repurchase pursuant to repurchase
agreements.

(iii)  Investments of monies in reserve funds not payable upon demand
shall be restricted to maturities of five years or less.

(u) the Local Agency Investment Fund of the State of California, created
pursuant to Section 16429.1 of the California Government Code, to the extent the Trustee
is authorized to register such investment in its name; and

(v) other forms of investments approved in writing by the Insurer.

“Flan Limit” means the limitation contained in the applicable Redevelopment Plan on

the number of dollars of taxes which may be divided and allocated to the Agency pursuant to
such Redevelopment Plan, as such limitation is prescribed by Section 33333.4 of the

Redevelopment Law.

“Project Area” means, as the context requires, The Mather/McClellan Merged Project

Area or the Del Paso Heights Redevelopment, Project No. 5.

“Qualified Reserve Account Credit Instrument” means an irrevocable standby or direct-

pay letter of credit or surety bond issued by a commercial bank or insurance company and
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deposited with the Trustee pursuant to a Loan Agreement, provided that all of the following
requirements are met: (a) the long-term credit rating of such bank or insurance company is in
one of the two highest rating categories by S&P or Moody's, or the claims paying ability of such
insurance company is rated in the highest rating category by A.M. Best & Company; (b) such
letter of credit or surety bond has a term of at least twelve (12) months; (c) such letter of credit
or surety bond has a stated amount at least equal to the portion of the Reserve Requirement
with respect to which funds are proposed to be released pursuant to applicable provisions of
the Loan Agreement; (d) the Trustee is authorized pursuant to the terms of such letter of credit
or surety bond to draw thereunder an amount equal to any deficiencies which may exist from
time to time in the amount of Loan payments required pursuant to the applicable Loan
Agreement; and (e) prior written notice is given to S&P before the effective date of any such
Qualified Reserve Account Credit Instrument.

“Redevelopment Law” means the Community Redevelopment Law of the State,
constituting Part 1 of Division 24 of the Health and Safety Code of the State, and the acts
amendatory thereof and supplemental thereto.

“Redevelopment Plan” means the Redevelopment Plan approved by the Ordinance of
the City Council of the City or the Board of Supervisors of the County, as applicable, as
approved for the designated Project Area.

“Reserve Requirement” means, as of any calculation date, the lesser of (a) Maximum
Annual Debt Service (excluding, with respect to the Loan made pursuant to the
Mather/McClellan Loan Agreement, the CIEDB Loan), or (b) upon the issuance of any Parity
Debt, the maximum amount permitted under the Code.

“Revenues” means: (a) all amounts payable by the Agency to the Authority pursuant to
the Loan Agreements, other than (i) administrative fees and expenses and indemnity against
claims payable to the Authority and the Trustee and (ii) amounts payable to the United States of
America pursuant to applicable federal tax law; (b) any proceeds of Bonds originally deposited
with the Trustee and all moneys deposited and held from time to time by the Trustee in the
funds and accounts established under the Indenture; (c) investment income with respect to any
moneys held by the Trustee in the funds and accounts established under the Indenture; and (d)
any other investment income received under the Indenture.

“S&P” means Standard & Poor's Credit Market Services, its successors and assigns.

“Special Fund” means the fund by that name established and held by the Agency under
a Loan Agreement.

“Subordinate Debt” means any loans, advances or indebtedness issued or incurred by
the Agency, which are either: (a) payable from, but not secured by a pledge of or lien upon, the
Tax Revenues; or (b) secured by a pledge of or lien upon the Tax Revenues which is subordinate
to the pledge of and lien upon the Tax Revenues hereunder for the security of a Loan.

2003 Housing Loan” means the loan made to the Agency by the Authority pursuant to
the 2003 Housing Loan Agreement.
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“2003 Housing Loan Agreement” means the Mather/McClellan Housing Loan
Agreemerit, dated as of December 1, 2003, by and among the Agency, the Authority and the
Trustee, that was funded with the proceeds of the 2003 Housing Bonds.

“2003 Housing Bonds” means the Authority’s Sacramento County Public Financing
Authority 2003 Taxable Housing Tax Revenue Bonds, Series B (Sacramerito County Merged
Project Area).

“Tax Revenues” means, with respect to the applicable Project Area, all taxes annually
allocated to the Agency with respect to such Project Area following the Closing Date, pursuant
to Article 6 of Chapter 6 (commencing with Section 33670) of the Redevelopment Law and
Section 16 of Article XVI of the Constitution of the State and as provided in the Redevelopment
Plan, including (a) all payments, subventions and reimbursements (if any) to the Agency
specifically attributable to ad valorem taxes lost by reason of tax exemptions and tax rate
limitations, and (b) all amounts of such taxes required to be deposited into the Low and
Moderate Income Housing Fund of the Agency in any Fiscal Year pursuant to Section 33334.3 of
the Redevelopment Law, but only to the extent permitted under the Redevelopment Law to be
applied to the payment of the principal of, premium (if any) and interest on the applicable Loan
and any Farity Debt; but (i) excluding all other amounts required to be deposited in the Low
and Moderate Income Housing Fund, (ii) excluding amounts payable by the State to the Agency
under and pursuant to the provisions of Chapter 1.5 of Part 1 of Division 4 of Title 2
(commencing with Section 16110) of the Government Code of the State, (iii) excluding amounts
payable by the Agency pursuant to Sections 33607.5 and 33607.7 of the Law, except and to the
extent that any amounts so payable are payable on a basis subordinate to the payment of the
Bonds or to the payment of Parity Debt, as applicable, and (iv) solely with respect to the Del
Paso Heights Redevelopment Project excluding amounts payable by the Agency pursuant to the
Del Paso Nuevo Agreement, unless and until any such taxes are released from the pledge
contained in such Agreement.
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SUMMARY OF INDENTURE
Establishment of Funds and Accounts; Flow of Funds

Loan Fund. The proceeds of sale of the Bonds will be deposited with the Trustee in the
Loan Fund. On the Closing Date, the Trustee will disburse all amounts in the Loan Fund to the
Agency for the purpose of funding the applicable Loans.

Costs of Issuance Fund. Pursuant to the Loan Agreements, on the Closing Date a
portion of the proceeds of each Loan will be deposited with the Trustee in the Costs of Issuance
Fund. The moneys in the Costs of Issuance Fund will be disbursed to pay costs of issuing the
Bonds and other related financing costs from time to time upon receipt of written requests of
the Authority. On the 90th day following the Closing Date, or upon the earlier request of the
Authority stating that all such costs have been paid, the Trustee will transfer all remaining
amounts in the Costs of Issuance Fund to the Agency to be deposited by the Agency in the
respective Redevelopment Funds and Low and Moderate Income Housing Accounts in the
respective proportions set forth in the Indenture.

Revenue Fund; Deposit and Transfer of Amounts Therein. All Revenues will be
deposited by the Trustee in the Revenue Fund promptly upon receipt. Before each Interest
Payment Date, the Trustee will transfer from the Revenue Fund and deposit into the following
respective accounts (each of which the Trustee will establish and maintain within the Revenue
Fund), the following amounts in the following order of priority, the requirements of each such
account (including the making up of any deficiencies in any such account resulting from lack of
Revenues sufficient to make any earlier required deposit) at the time of deposit to be satisfied
before any transfer is made to any account subsequent in priority:

(a) Interest Account. Not less than five (5) Business Days prior to each Interest
Payment Date, the Trustee will deposit in the Interest Account an amount required to
cause the aggregate amount on deposit in the Interest Account to equal the amount of
interest becoming due and payable on such Interest Payment Date on all outstanding
Current Interest Bonds. All moneys in the Interest Account will be used and withdrawn
by the Trustee solely for the purpose of paying the interest on the Current Interest Bonds
as it will become due and payable (including accrued interest on any Current Interest
Bonds redeemed prior to maturity). All amounts on deposit in the Interest Account on
the first day of any Bond Year, to the extent not required to pay any interest then having
come due and payable on the outstanding Current Interest Bonds, will be withdrawn
therefrom by the Trustee and transferred to the Agency to be used for any lawful
purposes of the Agency.

(b) Principal Account. Not less than five (5) Business Days prior to each Interest
Payment Date on which the principal of the Bonds will be payable, the Trustee will
deposit in the Principal Account an amount required to cause the aggregate amount on
deposit therein to equal the principal amount or maturity amount of the Bonds coming
due and payable on such Interest Payment Date, or the redemption price of the Bonds
(consisting of the principal or Accreted Value thereof and any applicable redemption
premiums) required to be redeemed on such Interest Payment Date. All moneys in the
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Principal Account will be used and withdrawn by the Trustee solely for the purpose of
paying the principal or maturity amount and Accreted Value of and redemption
premium (if any) on the Bonds at the maturity thereof or upon the redemption thereof.
All amounts on deposit in the Principal Account on the first day of any Bond Year, to the
extent not required to pay the principal or maturity amount of any outstanding Bonds
then having come due and payable, will be withdrawn therefrom and transferred to the
Agency to be used for any lawful purposes of the Agency.

Claims Upon the Insurance Policy

The following provisions apply to claims upon the Insurance Policy issued by the
Insurer with respect to the Bonds and apply to payments by and to the Insurer:

() If, on the third day preceding any Interest Payment Date for the Bonds there is
not on deposit with the Trustee sufficient moneys available to pay all principal of and interest
on the Bonds due on such date, the Trustee shall immediately notify the Insurer and State Street
Bank and Trust Company, N.A., New York, New York or its successor as its Fiscal Agent (the
"Fiscal Agent") of the amount of such deficiency. If, by said Interest Payment Date, the Agency
has not provided the amount of such deficiency, the Trustee shall simultaneously make
available to the Insurer and to the Fiscal Agent the registration books for the Bonds maintained
by the Trustee. In addition:

(1) The Trustee shall provide the Insurer with a list of the Owners of the
Bonds entitled to receive principal or interest payments from the Insurer under the
terms of the Insurance Policy relating to the Bonds and shall make arrangements for the
Insurer and its Fiscal Agent (1) to mail checks or drafts to Owners of the Bonds entitled
to receive full or partial interest payments from the Insurer and (2) to pay principal of
the Bonds surrendered to the Fiscal Agent by the Owners of the Bonds entitled to
receive full or partial principal payments from the Insurer; and

(ii) The Trustee shall, at the time it makes the registration books available to
the Insurer pursuant to (1) above, notify Owners of the Bonds entitled to receive the
payment of principal of or interest on the Bonds from the Insurer (1) as to the fact of
such entitlement, (2) that the Insurer will remit to them all or part of the interest
payments coming due subject to the terms of the Insurance Policy relating to the Bonds,
(3) that, except as provided in paragraph (b) below, in the event that any Owner of a
Bond is entitled to receive full payment of principal from the Insurer, such Owner of a
Bond must tender his Bond executed in the name of the Insurer, and (4) that, except as
provided in paragraph (b) below, in the event that such Owner of a Bond is entitled to
receive partial payment of principal from the Insurer, such Owner of a Bond must
terider his Bond for payment first to the Trustee, which shall note on such Bond the
portion of principal paid by the Trustee, and then, with an zcceptable form of
assignment executed in the name of the Insurer, to the Fiscal Agent, which will then pay
the unpaid portion of principal to the Owner of the Bonds subject to the terms of the
Insurance Policy.

(b) In the event that the Trustee has notice that any payment of principal of or
interest on a Bond has been recovered from an Owner of a Bond pursuant to the United States
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Bankruptcy Code by a trustee in bankruptcy in accordance with the final, nonappealable order
of a court having competent jurisdiction, the Trustee shall, at the time it provides notice to the
Insurer, notify all Owners of Bonds that in the event that any such Owner's payment is so
recovered, such Owner will be entitled to payment from the Insurer to the extent of such
recovery, and the Trustee shall furnish to the Insurer its records evidencing the payments of
principal of and interest on the Bonds which have been made by the Trustee and subsequently
recovered from Owners of the Bonds, and the dates on which such payments were made.

() The Insurer shall, to the extent it makes payment of principal of or interest on the
Bonds, become subrogated to the rights of the recipients of such payments in accordance with
the terms of the Insurance Policy relating to the Bonds and, to evidence such subrogation, (A) in
the case of subrogation as to claims for past due interest, the Trustee shall note the Insurer's
rights as subrogee on the registration books maintained by the Trustee upon receipt from the
Insurer of proof of the payment of interest thereon to the Owners of the Bonds and (B) in the
case of subrogation as to claims for past due principal, the Trustee shall note the Insurer's right
as subrogee on the registration books for the Bonds maintained by the Trustee upon receipt of
proof of the payment of principal thereof to the Owners of such Bonds. Notwithstanding
anything in the Indenture or the Bonds to the contrary, the Trustee shall make payment of such
past due interest and past due principal directly to the Insurer to the extent that the Insurer is a
subrogee with respect thereto.

Rights of Insurer; Consent or Approval of the Insurer

(@) With respect to Financial Guaranty Insurance Company and its Insurance Policy
insuring debt service on the Bonds and the Series 2003B Bonds, the following provisions shall
govern, notwithstanding anything to the contrary set forth in the Indenture. The rights granted
to the Insurer under the Indenture to request, consent to or direct any action are rights granted
to the Insurer in consideration of its issuance of the Insurance Policy. In this regard, the Insurer
is a third party beneficiary of the Indenture. Any exercise by the Insurer of such rights is
merely an exercise of the Insurer’s contractual rights and shall not be construed or deemed to be
taken for the benefit or on behalf of the Owners of the Bonds. With respect to Events of Default
under the Indenture, the consent of the owners of the Bonds shall not be required in addition to
consent of the Insurer where the Insurer was granted such right of consent.

(b) The Insurer shall be deemed to be the sole owner of the Bonds insured by it for
the purpose of exercising any voting right or privilege or giving any consent or direction or
taking any other action that the owners of the Bonds insured by it are entitled to take pursuant
to the Indenture. Except as otherwise provided in the Indenture, no contract shall be entered
into or action taken by which the rights of the Insurer or the security or sources of payment for
the Bonds may be impaired or prejudiced, except upon obtaining the prior written consent of
the Insurer.

(©) The rights of the Insurer to direct or consent to Agency, Trustee or Bondowner
actions under the Indenture shall be suspended during any period in which the Insurer is in
default in its payment obligations under the Insurance Policy (except to the extent of amounts
previously paid by the Insurer and due and owing to the Insurer) and shall be of no force or
effect in the event the Insurance Policy is no longer in effect or the Insurer asserts that the
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Insurance Policy is not in effect or the Insurer shall have provided written notice that it waives
such rights.

(d) The Insurer shall be deemed to be the Owner of all Bonds insured under the
Insurance Policy for the following purposes and provided that the Insurer is not on default
under the terms of the Insurance Policy, during the following times under the Indenture: (a) at
all times for the purpose of the execution and delivery of a Supplemental Indenture relating to
any amendment, change or modification of the Indenture where the consent of the Bondowners
is required; (b) at all times with respect to the initiation by the Bondowners of any action to be
taken uncler the Indenture by the Trustee at the request of such Bondowners, which under the
Indenture requires the written approval or consent of or permits initiation by the owners of a
specified principal amount of Bonds then Outstanding; and (c) following the occurrence of an
Event of Default for all other purposes.

(e) The Agency shall, to the extent permitted by law, pay or reimburse the Insurer
for any and all charges, fees, costs and expenses which the Insurer may reasonably pay or incur
in connection with the pursuit of any remedies under the Indenture or the enforcement of the
Indenture or otherwise afforded by law or equity other than resulting from the failure of the
Insurer to honor its obligations under the Insurance Policy. The Insurer reserves the right to
charge a reasonable fee as a condition to executing any amendment, waiver or consent
proposed in respect of the Indenture.

0] Payments required to be made to the Insurer shall be payable solely from Tax
Revenues and other amounts pledged under the Indenture and shall be paid (i) prior to an
Event of Default after required deposits to the Revenue Fund and (ii) on and after an Event of
Default, with respect to amounts other than principal and interest on the Bonds, on a priority
immediately following payments to the Trustee for expenses

(8)  The Insurer shall be deemed to be a party in interest under the Indenture and as
a party entitled to (i) notify the Agency, the Trustee or any applicable receiver of the occurrence
of an Event of Default and (ii) request the Trustee or receiver to irtervene in judicial
proceedirigs that could affect the Bonds or the security therefor. The Trustee or receiver shall be
required to accept notice of default from the Insurer.

(h)  The Insurer shall be provided with the following information:

(i) Notice of any drawing upon or deficiency due to market fluctuation in
the amount, if any, on deposit in the Reserve Account;

(ii) Notice of the redemption, other than pursuant to mandatory sinking fund
redemption, of any of the Bonds, or the advance refunding of the Fonds, including the

principal amount, maturities and CUSIP numbers thereof;

(i) Notice of any material events pursuant to Rule 15¢2-12 under the
Securities Exchange Act of 1934; and

(iv)  Such additional information as the Insurer may reasonable request from
time to time.
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Investment of Funds

All moneys in any of the funds or accounts established with the Trustee pursuant to the
Indenture or the Loan Agreements will be invested by the Trustee solely in Permitted
Investments as directed by the Authority or the Agency, as applicable, in advance of the making
of such investments. In the absence of any such direction from the Authority, the Trustee will
invest any such moneys in Permitted Investments described in clause (e) of the definition
thereof. Obligations purchased as an investment of moneys in any fund will be deemed to be
part of such fund or account.

All interest or gain derived from the investment of amounts in any of the funds or
accounts established under the Indenture or the Loan Agreements will be deposited in the fund
or account from which such investment was made, except as hereinafter described with respect
a Reserve Account. For the purpose of determining the amount in any fund or account, the
value of Permitted Investments credited to such fund will be valued at the lesser of (a) the
original cost thereof (excluding any brokerage commissions and excluding any accrued
interest), or (b) the par amount thereof.

Covenants of the Authority

Payment of Bonds, Pledge and Assignment. The Authority will punctually pay or cause
to be paid the principal and interest to become due in respect of all the Bonds, in strict
conformity with the terms of the Bonds and of the Indenture, but only out of Revenues and
other assets pledged for such payment as provided in the Indenture. The Authority will not
create, or permit the creation of, any pledge, lien, charge or other encumbrance upon the
Revenues and other assets pledged or assigned under the Indenture while any of the Bonds are
outstanding, except the pledge and assignment created by the Indenture.

Accounting Records and Financial Statements. The Trustee will at all times keep, or
cause to be kept, proper books of record and account, prepared in accordance with industry
standards, in which complete and accurate entries will be made of all transactions relating to
the proceeds of Bonds, the Revenues, the Loan Agreements and all funds and accounts
established pursuant to the Indenture. Such books of record and account will be available for
inspection by the Authority and the Agency, during regular business hours and under
reasonable circumstances.

No Additional Obligations. The Authority covenants that no additional bonds, notes or
other indebtedness will be issued or incurred which are payable out of the Revenues in whole
or in part.

Tax Covenants. The Authority will not take, nor permit nor suffer to be taken by the
Trustee or otherwise, any action with respect to the proceeds of any of the Bonds which would
cause any of the Bonds to be “arbitrage bonds” within the meaning of applicable federal tax
law. The Authority will cause to be calculated all excess investment earnings which are
required to be rebated to the United States of America under applicable federal tax law. The
Agency further covenants not to apply the proceeds of the Bonds in a manner which would
have the effect of causing the Bonds to become “private activity bonds” within the meaning of
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applicable federal tax law. The Authority covenants to take any and all action and to refrain
from taking such action, which is necessary in order to comply with the Code or amendments
thereto in order to maintain the exclusion fromn federal gross income, pursuant to Section 103 of
the Code, of the interest on the Bonds.

Continuing Disclosure. Pursuant to the Loan Agreements, the Agency has undertaken
all responsibility for compliance with continuing disclosure requirements, and the Authority
shall have no liability to the Owners of the Bonds or any other person with respect to such
disclosure matters. Notwithstanding any other provision of the Indenture, failure of the
Agency to comply with the Continuing Disclosure Certificate shall not be considered an event
of default under the Indenture. However, any Participating Underwriter or any Owner or
beneficial owner of the Bonds may take such actions as may be necessary and appropriate to
compel performance by the Agency, including seeking mandate or specific performance by
court order.

Loan Agreements; Amendments Thereof. The Authority and the Trustee will promptly
collect all amounts due from the Agency pursuant to the Loan Agreements and will diligently
enforce, and take all steps, actions and proceedings reasonably necessary for the enforcement of
all of the rights of the Authority thereunder and for the enforcement of all of the obligations of
the Agency thereunder. The Authority, the Trustee and the Agency may at any time amend or
modify any Loan Agreement but only (a) if the Trustee first obtains the written consent of the
Insurer and of the Owners of a majority in aggregate principal amount of the Bonds then
outstanding to such amendment or modification, or (b) with the written conisent of the Insurer,
but without the consent of any of the Bond Owners, if such amendment or modification is for
any one or more of the following purposes-

(a) to add to the covenants and agreements of the Agency contained in such
Loan Agreement, other covenants and agreements thereafter to be observed, or to limit
or surrender any rights or power therein reserved to or conferred upcon the Agency; or

(b) to make such provisions for the purpose of curing any ambiguity, or of
curing, correcting or supplementing any defective provision contained in such Loan
Agreement, or in any other respect whatsoever as the Agency may deem necessary or
desirable, provided under any circumstances that such modifications or amendments
shall not materially adversely affect the interests of the Owners of the Bonds; or

(c) to amend any provision thereof relating to federal tax law, to any extent
whatsoever but only if and to the extent such amendment will not adversely affect the

exclusion from gross income of interest on any of the Bonds under thz federal tax law, in
the opinion of nationally-recognized bond counsel; or

(d) to amend or supplement a Loan Agreement to comply with the
recuirements of a provider of a Qualified Reserve Account Credit Instrument.

Amendment of Indenture

The Indenture may be modified or amended at any time by a supplemental indenture
with the written consent of the Insurer and of the Owners of a majority in aggregate principal
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amount of the Bonds then outstanding. No such modification or amendment may (a) extend
the maturity of or reduce the interest rate on any Bond or otherwise alter or impair the
obligation of the Authority to pay the principal, interest or redemption premiums (if any) at the
time and place and at the rate and in the currency provided therein of any Bond without the
express written consent of the Owner of such Bond, (b) reduce the percentage of Bonds required
for the written consent to any such amendment or modification, or (c) without its written
consent thereto, modify any of the rights or obligations of the Trustee.

The Indenture may also be modified or amended at any time by a supplemental
indenture, with the written consent of the Insurer, but without the consent of any Bond Owners,
to the extent permitted by law, but only for any one or more of the following purposes:

(@) to add to the covenants and agreements of the Authority, other covenants
and agreements thereafter to be observed, or to limit or surrender any rights or power
reserved to or conferred upon the Authority, so long as such limitation or surrender of
rights does not adversely affect the interests of the Bond Owners; or

(b) to make such provisions for the purpose of curing any ambiguity, or of
curing, correcting or supplementing any defective provision contained in the Indenture,
or in any other respect whatsoever as the Authority may deem necessary or desirable,
provided under any circumstances that such modifications or amendments do not
materially adversely affect the interests of the Owners of the Bonds; or

(c) to amend any provision of the Indenture relating to the Code, to any extent
whatsoever but only if and to the extent such amendment will not adversely affect the
exclusion from gross income of interest on any of the Bonds under the Code, in the
opinion of nationally-recognized bond counsel.

Events of Default

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

(@) Default in the due and punctual payment of the principal of any Bond when
and as the same becomes due and payable, whether at maturity as therein expressed, by
proceedings for redemption, by declaration or otherwise.

(b) Default in the due and punctual payment of any installment of interest on
any Bond when and as such interest installment becomes due and payable.

(c) Default by the Authority in the observance of any of the other covenants,
agreements or conditions contained in the Indenture or in the Bonds, if such default
continues for a period of 30 days after written notice thereof, specifying such default and
requiring the same to be remedied, has been given to the Authority and the Insurer by
the Trustee, or to the Authority and the Trustee by the Insurer or by the Owners of not
less than 25% in aggregate principal amount of the Bonds at the time outstanding;
provided that such default shall not constitute an event of default if the Authority, with
the consent of the Insurer, commences to cure such default within said 30 day period
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and thereafter diligently and in good faith cures such default within a reasonable period
of time.

(d) Certain events relating to bankruptcy or insolvency of the Authority.

Remedies. Upon the occurrence and during the continuance of any event of default, the
Trustee may, with the written consent of the Insurer, pursue any available remedy at law or in
equity to enforce the payment of the principal of, or maturity amount or Accreted Value of, and
premiurn, if any, and interest on the outstanding Bonds, and to enforce any rights of the Trustee
under or with respect to the Indenture. Upon the occurrence of an event of default and upon
the filing of a suit or other commencement of judicial proceedings to enforce the rights of the
Trustee and of the Bond Owners under the Indenture, the Trustee shall, with the written
consent of the Insurer, be entitled, as a matter of right, to the appointment of a receiver or
receivers of the Revenues and other amounts pledged thereunder, pending such proceedings,
with such powers as the court making such appointment shall confer. If an event of default has
occurred and is continuing and if requested to do so by the Owners of at least 25% in aggregate
principal amount of Bonds then outstanding, the Trustee has been indemnified and the Insurer
has provided its written consent, all as provided in the Indenture, the Trustee is obligated to
exercise such one or more of the rights and powers conferred by the Inderiture as the Trustee,
being advised by counsel, deems most expedient in the interests of the Bond Owners or as may
be directed by the Insurer. No delay or omission to exercise any right or power accruing upon
any event of default shall impair any such right or power or shall be construed to be a waiver of
any such event of default or acquiescence therein; such right or power may be exercised from
time to titne as often as may be deemed expedient.

Application of Revenues and Other Funds After Default. All amounts received by the
Trustee pursuant to any right given or action taken by the Trustee under the Indenture shall be
applied by the Trustee in the following order upon presentation of the Bonds -

First, to the payment of the fees, costs and expenses of the Trustee in declaring
such event of default and in carrying out the provisions of the Indenture, including
reasonable compensation to its agents, attorneys and counsel; and

Second, to the payment of the whole amount of interest on and principal of the
Bonds then due and unpaid, with interest or Accreted Value on overdue installments of
principal of and interest on Current Interest Bonds or maturity amount or Accreted
Value of Capital Appreciation Bonds to the extent permitted by law at the net effective
rate of interest then borne by the outstanding Bonds; provided, however, that in the
event such amounts shall be insufficient to pay in full the full amount of such interest
and principal, or maturity amount or Accreted Value, then such amounts shall be
applied in the following order of priority:

(a) first, to the payment of all installments of interest on the Current

Interest Bonds then due and unpaid, on a pro rata basis in the event that the
available amounts are insufficient to pay all such interest in full,
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(b) second, to the payment of principal or maturity amount of all
installments of the Bonds then due and unpaid, on a pro rata basis in the event
that the available amounts are insufficient to pay all such principal in full,

(c) third, to the payment of the redemption price (including principal and
interest accrued to the redemption date or Accreted Value) of the Bonds to be
redeemed from Revenues derived from the acceleration of any Loan, on a pro
rata basis in the event that the available amounts are insufficient to pay the
redemption price of all such Bonds in full, and

(d) fourth, to the payment of interest on overdue installments of principal
and interest or maturity amount, on a pro rata basis in the event that the
available amounts are insufficient to pay all such interest in full.

Power of Trustee to Control Proceedings. In the event that the Trustee, upon the
happening of an event of default, shall have taken any action, by judicial proceedings or
otherwise, pursuant to its duties under the Indenture, whether upon its own discretion with the
consent of the Insurer or upon the request of the Owners of a majority in aggregate principal
amount of the Bonds then outstanding with the consent of the Insurer, it shall have full power,
in the exercise of its discretion for the best interests of the Owners of the Bonds, with respect to
the continuance, discontinuance, withdrawal, compromise, settlement or other disposal of such
action; provided, however, that the Trustee shall not, unless there no longer continues an event
of default, discontinue, withdraw, compromise or settle, or otherwise dispose of any litigation
pending at law or in equity, if at the time there has been filed with it a written request signed by
the Owners of a majority in aggregate principal amount of the outstanding Bonds hereunder
opposing such discontinuance, withdrawal, compromise, settlement or other disposal of such
litigation. Any suit, action or proceeding which any Owner of Bonds shall have the right to
bring to enforce any right or remedy under the Indenture may be brought by the Trustee with
the consent of the Insurer for the equal benefit and protection of all Owners of Bonds similarly
situated and the Trustee is hereby appointed (and the successive respective Owners of the
Bonds issued thereunder, by taking and holding the same, shall be conclusively deemed so to
have appointed it) the true and lawful attorney-in-fact of the respective Owners of the Bonds for
the purpose of bringing any such suit, action or proceeding and to do and perform any and all
acts and things for and on behalf of the respective Owners of the Bonds as a class or classes, as
may be necessary or advisable in the opinion of the Trustee as such attorney-in-fact.

Limitation on Bond Owners' Right to Sue. No Owner of any Bond has the right to
institute any suit, action or proceeding at law or in equity, for any remedy under the Indenture,
unless (a) such Owner has previously given to the Trustee and the Insurer written notice of the
occurrence of an event of default; (b) the Owners of a majority in aggregate principal amount of
all the Bonds then outstanding with the consent of the Insurer have requested the Trustee in
writing to exercise its powers under the Indenture; (c) said Owners have tendered to the Trustee
indemnity reasonably acceptable to the Trustee against the costs, expenses and liabilities to be
incurred in compliance with such request; and (d) the Trustee has refused or failed to comply
with such request for a period of 30 days after such written request has been received by the
Trustee and said tender of indemnity is made to the Trustee.
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Non-Waiver. A waiver of any event of default by any Bond Owner will not affect any
subsequent default or impair any rights or remedies on the subsequent default. No delay or
omissioni of any Owner of any of the Bonds to exercise any right or power accruing upon any
event of default will impair any such right or power or be construed to be a waiver of any such
event of default.

Determination of Percentage of Bond Owners. Whenever in the Indenture the consent,
direction or other action is required or permitted to be given or taken by a percentage of the
Owners of an aggregate principal amount of Outstanding Bonds (including by the Owners of a
majority in aggregate principal amount of the Outstanding Bonds), such percentage shall be
calculated on the basis of the principal amount of the Outstanding Current Interest Bonds, and
on the basis of the Accreted Value of the Outstanding Capital Appreciatior. Bonds determined
as of the next succeeding Interest Payment Date.

Insurer's Direction of Proceedings. So long as a Insurance Policy is in effect with respect to
the Bonds, upon the occurrence and continuance of an Event of Default, the Insurer shall be
entitled tc control and direct the enforcement of all rights and remedies granted to the Owners
or the Trustee for the benefit of the Owners, including, without limitation: (i) the right to
accelerate the principal of the Bonds and (ii) the right to annul any declaration of acceleration,
and the Insurer shall also be entitled to approve all waivers of Events of Defzult.

Discharge of Indenture

The Authority may pay and discharge the indebtedness on any or all outstanding Bonds
in any one or more of the following ways:

(a) by paying or causing to be paid the principal of and interest and Accreted
Value or maturity amount, and redemption premium (if any) on such Bonds
outstanding, as and when the same become due and payable;

(b) by irrevocably depositing with the Trustee, in trust, at or before maturity,
money which, together with the amounts then on deposit in the funds and accounts
provided for in the Indenture and the Loan Agreements, is fully sufficient to pay such
Bonds, including all principal, interest amd Accreted Value or meturity amount and
redemption premiums, if any; or

(c) by irrevocably depositing with the Trustee or any other fiduciary, in trust, in
an escrow, Federal Securities, in such amount as an independent certified public
accountant determines will, together with the interest to accrue thereon and moneys
then on deposit in the funds and accounts provided for in the Indenture and the Loan
Agreements, be fully sufficient to pav and discharge the indebtedriess on such Bonds
(including all principal, interest and Accreted Value or maturity amount, and
redemption premiums) at or before their respective maturity dates.

Upon such payment, and notwithstanding that any Bonds have not been surrendered
for payment, the pledge of the Revenues and other funds provided for in the Indenture with
respect to such Bonds, and all other obligations of the Authority under the Indenture with
respect to such Bonds, shall cease and terminate, except only the obligation of the Authority to
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pay or cause to be paid to the Owners of such Bonds not so surrendered and paid all sums due
thereon from amounts set aside for such purpose. In the event the Authority shall, pursuant to
the foregoing provisions, pay and discharge any portion or all of the Bonds then outstanding,
the Trustee shall be authorized to take such actions and execute and deliver to the Authority all
such instruments as may be necessary or desirable to evidence such discharge, including,
without limitation, selection by lot of Bonds of any maturity of the Bonds that the Authority has
determined to pay and discharge in part. In the event the Authority shall, pursuant to the
foregoing provisions, pay and discharge all of the Bonds then outstanding, any funds thereafter
held by the Trustee which are not required for said purposes, shall be paid over to the
Authority.

Notwithstanding the foregoing provisions of the Indenture, in the event that the
principal, interest or Accreted Value of maturity amount and premium (if any) on the Bonds
shall be paid by the Insurer pursuant to the Insurance Policy, the obligations of the Trustee and
the Agency shall continue in full force and effect and the Insurer shall be fully subrogated to the
rights of all Owners of the Bonds so paid.
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SUMMARY OF LOAN AGREEMENTS

Terms of Loans; Payment of Principal and Interest

Pursuant to the Loan Agreements, the Authority agrees to make the Loans to the
Agency on the Closing Date. The principal of the Loans is payable in aggregate installments as
of December 1 in each of the years and in the amounts, and interest on each installment of the
Loan is calculated at the rates per annum and is payable as of each Interest Payment Date in the
aggregate amounts, corresponding to the amounts of principal and interest then coming due
with respect to the outstanding Bonds. Principal of and interest on the Loans is payable by the
Agency to the Trustee, as assignee of the Authority under the Indenture.

Prepayment of Loans

The Loans are subject to optional prepayment in whole or in part on any date,
commencing on the date that the Bonds are first subject to optional redemption, by such
principal installments or portions thereof as shall be determined by the Agency, from any
available source of funds of the Agency, at a prepayment price corresponding to the
redemption price of the Bonds to be redeemed from such prepayments. In the event that a
portion of the principal of a Loan shall have been prepaid by the Agency, the amount of all
future arnual principal installments set forth in the applicable Loan Agreement shall be
reduced in the aggregate amount of such principal so prepaid, based on calculations to. be
provided to the Trustee by an Independent Financial Consultant.

Reserve Accounts

Each of the Loan Agreements establishes a separate Reserve Account to be held by the
Trustee in trust for the benefit of the Agency and the Owners of the Bonds. The amount on
deposit in the Reserve Account relating to any Loan shall be maintained at the related Reserve
Requirement at all times so long as such Loan remains unpaid. In the event that the Agency
fails to deposit with the Trustee the full amount of principal and interest on any Loan on or
before the fifth (5th) Business Day preceding any Interest Payment Date as required under the
related Loan Agreement, on such Interest Payment Date the Trustee will withdraw the amount
of such deficiency from the related Reserve Account and transfer such amount to the Trustee for
deposit to the Interest Account and the Principal Account, in such order. Amounts on deposit
in the Reserve Account relating to a Loan are not pledged or available to make payments with
respect to any obligations other than such Loan.

In the event that the amount on deposit in a Reserve Account shall at any time be less
than the related Reserve Requirement, the Trustee will promptly notify the Agency of the
amount required to be deposited therein to restore the balance to the Reserve Requirement. In
the event that the amount on deposit in a Reserve Account on the fifth (5th) Business Day
preceding any Interest Payment Date exceeds the related Reserve Requirement, the City will
withdraw from such Reserve Account any amount in excess of such Reserve Requirement and
transfer such amount to the Agency to be used by the Agency as a credit towards the deposit of
principal and interest on the related Loan then required to be made by the Agency. At the
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written request of the Agency filed with the Trustee, all amounts in a Reserve Account shall
either (a) be transferred to the Agency to be used by the Agency, on the fifth (5th) Business Day
preceding the final Interest Payment Date, for the payment of principal and interest on the
related Loan then required to be made by the Agency, or (b) be transferred, on the final Interest
Payment Date, to the Agency to be deposited in the Redevelopment Fund of the related Project
Area and in the Low and Moderated Income Housing Account. No amounts shall be
withdrawn from a Reserve Fund and transferred to the Agency during any period in which an
event of default has occurred and is continuing under the related Loan Agreement.

The Agency shall have the right at any time to release funds from a Reserve Account, in
whole or in part, by tendering to the Trustee a Qualified Reserve Account Credit Instrument
issued by the Insurer or approved in writing by the Insurer. Upon tender of such a Qualified
Reserve Account Credit Instrument to the Trustee, and upon delivery by the Agency to the
Trustee of a written calculation of the amount permitted to be released from the Reserve
Account (upon which calculation the Trustee may conclusively rely), the Trustee shall transfer
such amount from the applicable Reserve Account to the Agency free and clear of the lien
created by the related Loan Agreement, all as provided in such Loan Agreement. The Trustee
shall comply with all documentation relating to a Qualified Reserve Account Credit Instrument
as shall be required to maintain such Qualified Reserve Account Credit Instrument in full force
and effect and as shall be required to receive payments thereunder in the event and to the
extent required to make any payment when and as provided in the related Loan Agreement.

At least fifteen days prior to the expiration of any Qualified Reserve Account Credit
Instrument, the Agency shall be obligated either (i) to replace such Qualified Reserve Account
Credit Instrument with a new Qualified Reserve Account Credit Instrument, or (ii) to deposit or
cause to be deposited with the Trustee an amount of funds such that the amount on deposit in
the applicable Reserve Account is equal to the Reserve Requirement (without taking into
account such expiring Qualified Reserve Fund Credit Instrument). In the event that the Agency
shall fail to take action as specified in clause (i) or (ii) of the preceding sentence, the City shall,
prior to the expiration thereof, draw upon the Qualified Reserve Account Credit Instrument in
full and deposit the proceeds of such draw in the applicable Reserve Account.

In the event that a Reserve Requirement shall at any time be maintained in a Reserve
Account in the form of a combination of cash and a Qualified Reserve Account Credit
Instrument, the Trustee shall apply the amount of such cash to make any payment required to
be made from such Reserve Account before the Trustee shall draw any moneys under such
Qualified Reserve Account Credit Instrument for such purpose. In the event that the Trustee
shall at any time draw funds under a Qualified Reserve Account Credit Instrument to make any
payment then required to be made from a Reserve Account, the Tax Revenues thereafter
received by the Trustee with respect to the related Loan Agreement, to the extent remaining
after making the other deposits (if any) then required to be made as provided in such Loan
Agreement, shall be used to reinstate the applicable Qualified Reserve Account Credit
Instrument.

A Reserve Account may be maintained in the form of one or more separate sub-accounts

which are established for the purpose of holding separately the proceeds of the Bonds and any
Parity Debt in conformity with applicable provisions of the Code.
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Redevelopment Fund

Each of the Loan Agreements establishes a separate Redevelopment Fund, to be held
and maintained by the Agency. Amounts on deposit in each Redevelopment Fund established
under any Loan Agreement shall be derived solely from a portion of the proceeds of the related
Loan and from the interest, profits and other income received from the investment of moneys
therein. Moneys in each Redevelopment Fund shall be used solely in the rnanner provided by
the Redevelopment Law and the related Redevelopment Plan to provide financing for the
related Redevelopment Project.

Low and Moderate Income Housing Account

There is established and held by the Agency pursuant to the Redevelopment Law a
special frust fund designated as the “Low and Moderate Income Housirig Fund”. There is
established and held by the Agency pursuant to each Loan Agreement a special trust fund
designated as the “Low and Moderate Income Housing Account”. The proceeds of a Loan
deposited in the Low and Moderate Income Housing Account pursuant to the applicable Loan
Agreement shall be held in a segregated account and shall be used solely in the manner and for
the purposes Increasing, improving and preserving the supply of low and moderate income
housing as provided by Sections 33334.2 and 33334.3 of the Redevelopment Law.

Parity Debt

The Agency may, with the prior approval of the City, issue or incur Parity Debt in such
principal amount as shall be determined by the Agency. The Agency may issue and deliver any
Parity Debt subject to the following specific conditions which are made conditions precedent to
the issuance and delivery of such Parity Debt issued under the applicable Loan Agreement:

(a) No Event of Default shall have occurred and be continuing, and the Agency
shall otherwise be in compliance with all covenants set forth in the Loan Agreement.

(b) The Tax Revenues received or estimated to be received for the then current
Fiscal Year (i) calculated using a tax rate of (1%), (ii) based on the most recent taxable
valuation of property in the applicable Project Area as evidenced in a written document
from an appropriate official of the County and (iii) inclusive of Additional Revenues, but
exclusive of investment earnings and payments, subventions and other amounts
described under clause (a) of the definition of Tax Revenues, shall be at least equal to
one hundred twenty-five percent (125%) of Maximum Annual Debt Service, including
within such Maximum Annual Debt Service, the amount of Maximum Annual Debt
Service on the Parity Debt then proposed to be issued or incurred, and provided that,
with respect to the calculation of Tax Revenues for purposes of the issuance or
incurrerce of Parity Debt under the Loan Agreement relating to th: Mather/McClellan
Project Area, Tax Revenues shall include only fifty percent (50%) of the average taxable
value over the prior five (5) Fiscal Years assigned to aircraft as that term is defined in
Section 5303 of the Revenue and Taxation Code of the State (without excluding aircraft
described in subsection (b)(2) of said Section 5303).
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(c) The aggregate amount of the principal of and interest on the Loan, any Parity
Debt and any Subordinate Debt coming due and payable following the issuance of such
Parity Debt shall not exceed the maximum amount of Tax Revenues permitted under the
applicable Plan Limit to be allocated to the Agency following the issuance of such Parity
Debt.

(d) Unless the Agency shall first determine that other payment dates will not
impair the Agency’s ability to make payments on the Loan, the Parity Debt Instrument
providing for the issuance of such Parity Debt shall provide that interest thereon shall be
payable on June 1 and December 1 and principal thereof shall be payable on December 1
in any year in which principal is payable.

(e) The Parity Debt Instrument providing for the issuance of such Parity Debt
may provide for the establishment of separate funds, accounts and subaccounts.

(f) The Parity Debt Instrument providing for the issuance of such Parity Debt
shall provide that an Event of Default under the Loan Agreement shall constitute an
event of default under such Parity Debt Instrument.

(g) The Agency shall deliver to the Trustee a Certificate of the Agency certifying
that the conditions precedent to the issuance of such Parity Debt set forth in subsections
(@), (b), (c) and (d) above have been satisfied and that, upon issuance and delivery of
such Parity Debt, the amount on deposit in the Reserve Account shall equal the Reserve
Requirement.

(h) The foregoing conditions precedent shall not apply to the issuance or
incurrence of any Parity Debt the net proceeds of which will be used solely to refund all
or any portion of a Loan or any outstanding Parity Debt, provided that debt service
payable in each year with respect to the proposed Parity Debt is less than the debt
service otherwise payable in each year with respect to such Loan or Parity Debt, or
portion thereof, proposed to be refunded.

Subordinate Debt

The Agency may issue or incur Subordinate Debt in such principal amount as shall be
determined by the Agency, subject to the following specific conditions precedent:

(@) The Agency shall be in compliance with all covenants set forth in the
applicable Loan Agreement;

(b) The aggregate amount of the principal and interest on the Loan, any Parity
Debt and all Subordinate Debt coming due and payable following the issuance of such
Subordinate Debt shall not exceed the maximum amount of Tax Revenues permitted
under the Plan Limit to be allocated and paid to the Agency following the issuance or
incurrence of such Subordinate Debt; and
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(c) The Agency shall deliver to the Trustee a Written Certificate of the Agency
certifying that the conditions precedent to the issuance of such Subordinate Debt set
forth in subsections (a) and (b) above have been satisfied.

Pledge and Deposit of Tax Revenues

The Loan and all Parity Debt with respect to any Project Area are equally secured by a
first pledge of, security interest in and lien on all of the Tax Revenues derived from such Project
Area, including, as a part thereof, Housing Tax Revenues allocable to that portion of the
proceeds of a Loan deposited in the Low and Moderate Income Housing Account pursuant to
the applicable Loan Agreement. Each Loan is additionally secured by e. first and exclusive
pledge of and lien upon all of the moneys in the related Reserve Account, iricluding all amounts
derived from the investment of such moneys.

Each Loan Agreement establishes or continues a Special Fund to be held by the Agency.
The Agency shall deposit in the Special Fund relating to any Loan all of the related Tax
Revenues until such time (if any) during any Bond Year as the amounts on deposit in such
Special Fund equal the aggregate amounts required to be transferred to the Trustee under such
Loan Agreement in such Bond Year and, with respect to any Parity Debt, under any applicable
Parity Debt Instrument; and any Tax Revenues received during such Bond Year in excess of
such amounts shall be released from the pledge and lien and may be used for any lawful
purposes of the Agency. With respect to each Loan, the Agency shall withdraw from each
Special Fund and transfer to the Trustee, the following amounts at the following times and in
the following order of priority:

(a) Interest and Principal Deposits. No later than the fifth (5th) Business Day
preceding each Interest Payment Date, the Agency shall withdraw from such Special
Fund and transfer to the Trustee all amounts of principal of and interest on the related
Loan becoming due and payable on such Interest Payment Date.

(b) Reserve Account Deposits. In the event that the Trustee notifies the Agency
that the amount on deposit in a Reserve Account is less than the related Reserve
Requirement, the Agency shall immediately withdraw from the related Special Fund
and transfer to the Trustee for deposit in such Reserve Account an amount of money
necessary to maintain the Reserve Requirement therein.

(c) Surplus. Except as may be otherwise provided in any documents authorizing
the issuance of any Parity Debt, the Agency shall not be obligated to deposit in a Special
Fund in any Bond Year an amount of Tax Revenues which, together with other available
amounts in such Special Fund, exceeds the amounts required to be deposited with the
Trustee or the City in such Bond Year. In the event that for any reason whatsocever any
amounts shall remain on deposit in a Special Fund on any December 2 after making all
of the transfers theretofore required to be made pursuant to the foregoing described
provisions and pursuant to any Parity Debt Instrument, the Agency shall withdraw such
amounts from such Special Fund to be used for any lawful purpose of the Agency.

Other Covenants of the Agency
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Limitation on Superior Debt. The Agency hereby covenants that, so long as a Loan
remains unpaid, the Agency shall not issue any bonds, notes or other obligations, enter into any
agreement or otherwise incur any loans, advances or indebtedness, which is in any case secured
by a lien on all or any part of the Tax Revenues pledged to pay such Loan which is superior to
or on a parity with the lien established hereunder for the security of such Loan, excepting only
Parity Debt issued as provided in the applicable Loan Agreement. Except as provided with
respect to Subordinate Debt. nothing in a Loan Agreement is intended or shall be construed in
any way to prohibit or impose any limitations upon the issuance by the Agency of loans, bonds,
notes, advances or other indebtedness which are unsecured or which are secured by a junior
lien on the applicable Tax Revenues.

Books and Accounts; Financial Statements. The Agency will keep, or cause to be kept,
proper books of record and accounts, separate from all other records and accounts of the
Agency and the City or the County, as applicable, in which complete and correct entries shall be
made of all transactions relating to each Project Area, the Tax Revenues, the Revenue Fund (and
the accounts therein), Special Funds, the Reserve Accounts, the Redevelopment Funds and the
Low and Moderate Income Housing Fund (and the accounts therein). Such books of record and
accounts shall at all times during business hours be subject, upon prior written request, to the
reasonable inspection of the Authority, the Trustee, the Insurer and the Owners of any Bonds
then outstanding, or their representatives authorized in writing.

The Agency will cause to be prepared and filed with the Insurer annually, within 180
days after the close of each Fiscal Year so long as any of the Bonds are outstanding, complete
audited financial statements with respect to such Fiscal Year showing the Tax Revenues, all
disbursements from the Special Funds, the Reserve Accounts, the Redevelopment Funds and
the Low and Moderate Income Housing Fund (and the accounts therein) and the financial
condition of each Project Area.

Protection of Security and Rights. The Agency will preserve and protect the security of
the Loans and the rights of the Trustee and the Bond Owners with respect to the Loans. From
and after the Closing Date, the Loans shall be incontestable by the Agency.

Taxation of Leased Property. All amounts derived by the Agency as payments in lieu
of Tax Revenues with respect to the lease of property for redevelopment shall be treated as Tax
Revenues for all purposes of the Loan Agreements, and shall be paid to the Agency for deposit
in the applicable Special Fund.

Disposition of Property. The Agency will not participate in the detachment of any land
or real property from a Project Area or the disposition of any land or real property in a Project
Area which will result in such property becoming exempt from taxation because of public
ownership or use or otherwise (except property dedicated for public right-of-way) so that such
detachment or disposition shall, when taken together with other such detachments or
dispositions, aggregate either more than 10% of the land area in such Project Area or 10% of the
assessed value of the Project Area.

Maintenance of Tax Revenues. The Agency shall comply with all requirements of the

Redevelopment Law to insure the allocation and payment to it of the Tax Revenues, including
without limitation the timely filing of any necessary statements of indebtedness with
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appropriate officials of the County and the State, and shall forward information copies of each
such filing to the Trustee. The Agency shall not enter into any agreement with the County or
any other governmental unit which would have the effect of reducing the amount of related Tax
Revenues available for payment of any Loan. Subject to the provisions relating to Subordinate
Debt, nothing in any Loan Agreement is intended or shall be construed in any way to prohibit
or impose any limitations on the entering into by the Agency of any such agreement which by
its term is subordinate to the payment of the LLoan and all Parity Debt.

Compliance With Arbitrage Requirements; Rebate Requirements. The Agency shall
not take, or permit or suffer to be taken by the Trustee or otherwise, any action with respect to
the proceeds of any Loan which would cause any of the Bonds to be “arbitrage bonds” under
federal tax law. The Agency agrees to furnish all information to, and cooperate fully with, the
Authority, the Trustee and their respective officers, employees, agents and attorneys, in order to
assure compliance with the provisions of federal tax law relating to the rebate of excess
investment earnings. The Agency will pay to the Trustee from available Tax Revenues or any
other source of legally available funds all amounts determined by the Authority to be subject to
such rebate.

Private Activity Bond Limitation. The Agency shall assure that the proceeds of a Loan
are not so used as to cause the Bonds to satisfy the private business tests of section 141(b) of the
Code.

Private Loan Financing Limitation. The Agency shall assure that the proceeds of a
Loan are not so used as to cause the Bonds to satisfy the private loan financing test of section
141(c) of the Code.

Federal Guarantee Prohibition. The Agency shall not take any action or permit or
suffer any action to be taken if the result of the same would be to cause any of the Bonds to be
"federally guaranteed" within the meaning of section 149(b) of the Code.

Compliance With Code. The Agency shall not use or permit the use of any proceeds of
the Loan or any funds of the Agency, directly or indirectly, in any manner, and shall not take or
omit to take any action that would cause any of the Bonds to be treated as an obligation not
described in Section 103(a) of the Code.

Amendment of Redevelopment Plan. If the Agency proposes to amend the
Redevelopment Plan, it shall appoint an Independent Redevelopment Ccnsultant and direct
such consultant to submit a report (the “Report”) on the effect of such proposed amendment,
the Agency may make such amendment. If the Report concludes that the taxes from the Project
Area eligible for allocation to the Agency under the Redevelopment Law will not be materially
reduced by such proposed amendment, the Agency may make such amendment. If the Report
concludes that the taxes from the Project Area eligible for allocation to the Agency under the
Redevelopment Law will be materially reduced by such proposed amendment, the Agency
shall not make such proposed amendment.

Redevelopment of Project Area. The Agency shall ensure that all activities undertaken
by the Agency with respect to the redevelopment of a Project Area are undertaken and
accomplished in conformity with all applicable requirements of the applicable Redevelopment
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Plan and the Redevelopment Law. The Agency has covenanted to deposit or cause to be
deposited in the Low and Moderate Income Housing Fund all amounts when, as and if required
to be deposited therein pursuant to the Redevelopment Law.

Plan Limit; Annual Review of Tax Revenues. The Agency shall annually review the
total amount of Tax Revenues remaining available to be received by the Agency under an
applicable Plan Limit, as well as future cumulative annual payments on the related Loan, any
Parity Debt and any other obligations of the Agency payable from Tax Revenues. The Agency
will not accept such Tax Revenues greater than the aggregate annual debt service payable by
the Agency in any year if such acceptance will cause the amount remaining under the tax
increment limit to fall below remaining cumulative debt service, except for the purpose of
depositing such revenues in escrow for future Loan and Parity Debt payments or to prepay
such Loan and any Parity Debt.

Continuing Disclosure. The Agency covenants and agrees that it will comply with and
carry out all of the provisions of the Continuing Disclosure Certificate. Notwithstanding any
other provision of a Loan Agreement, failure of the Agency to comply with the Continuing
Disclosure Certificate shall not be an Event of Default thereunder. However, any Participating
Underwriter or any holder or beneficial owner of the Bonds may take such actions as may be
necessary and appropriate, including seeking specific performance by court order, to cause the
Agency to comply with its obligations as provided in the applicable Loan Agreement.

Amendment of Loan Agreements

The Loan Agreements may only be amended as provided in the Indenture. See “THE
INDENTURE - Covenants of the Authority - Loan Agreements; Amendments Thereof” above.

Events of Default and Remedies
The following events constitute events of default under each of the Loan Agreements:

(a) Failure by the Agency to pay the principal of or interest or prepayment
premium (if any) on the related Loan or Parity Debt when due and payable.

(b) Failure by the Agency to observe and perform any of the covenants,
agreements or conditions on its part contained in such Loan Agreement, other than as
referred to in the preceding clause (a), for a period of 30 days after written notice
specifying such failure and requesting that it be remedied has been given to the Agency
by the Trustee; provided, however, that if in the reasonable opinion of the Agency the
failure stated in such notice can be corrected, but not within such 30 day period, the
Trustee shall not unreasonably withhold its consent to an extension of such time if
corrective action is instituted by the Agency within such 30 day period and diligently
pursued until such fajlure is corrected.

(c) If the Agency shall file a petition or answer seeking reorganization or
arrangement under the federal bankruptcy laws or any other applicable law of the
United States of America, or if a court of competent jurisdiction shall approve a petition,
filed with or without the consent of the Agency, seeking reorganization under the
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federal bankruptcy laws or any other applicable law of the United States of America, or
if, under the provisions of any other law for the relief or aid of debtors, any court of
competent jurisdiction shall assume custody or control of the Agency or of the whole or
any part of its property.

If an event of default has occurred and is continuing under a Loan Agreement, the
Trustee may, but only with the prior written consent of the Insurer, and at the written direction
of the Insurer the Trustee shall, (a) declare the principal of the related Loan, together with the
accrued interest on all unpaid installments thereof, to be due and payablz= immediately, and
upon any such declaration the same shall become immediately due and payable, and (b) subject
to indemnity satisfactory to the Trustee from any liability or expense, exercise any other
remedies available to the Trustee in law or at equity. This provision, however, is subject to the
condition that if, at any time after the principal of such Loan shall have been so declared due
and payable, and before any judgment or decree for the payment of the moneys due shall have
been obtained or entered, the Agency shall deposit with the Trustee a sum sufficient to pay all
installments of principal of such Loan matured prior to such declaration and all accrued interest
thereon, with interest on such overdue installments of principal and interes: at the net effective
rate then borne by the outstanding Bonds, and the reasonable expenses of the Trustee, and any
and all other defaults known to the Trustee (other than in the payment of principal of and
interest on such Loan due and payable solely by reason of such declaration) shall have been
made good or cured to the satisfaction of the Trustee or provision deemed by the Trustee to be
adequate shall have been made therefor, then the Insurer may, by written notice to the Trustee
and the Agency, rescind and annul such declaration and its consequences.

Application of Funds Upon Default

All amounts received by the Trustee pursuant to any right given or action taken by the
Trustee under the provisions of any Loan Agreement, or otherwise held by the Trustee upon
the occurrence of any Event of Default, shall be applied by the Trustee in the following order:

First, to the payment of the fees, costs and expenses of the Trustee and the
Insurer in declaring such event of default and in carrying out the provisions of such
Loan Agreement relating to remedies, including reasonable compensation to its agents,
attorneys and counsel; and

Second, to the payment of the whole amount of interest on ard principal of such
Loan then due and unpaid, with interest on overdue installments of principal and
interest to the extent permitted by law at the net effective rate of interest then borne by
the outstanding Bonds; provided, however, that in the event such amounts shall be
insufficient to pay in full the full amount of such interest and principal, then such
amounts shall be applied in the following order of priority:

(@) first, to the payment of all installments of interest on such Loan then
due and unpaid, on a pro rata basis in the event that the available amounts are
insufficient to pay all such interest in full,

(b) second, to the payment of principal of all installraents of such Loan
then due and unpaid, other than principal having come due and payable solely
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by reason of acceleration, on a pro rata basis in the event that the available
amounts are insufficient to pay all such principal in full,

(c) third, to the payment of principal of such Loan then due and unpaid
and having come due and payable solely by reason of acceleration, on a pro rata
basis in the event that the available amounts are insufficient to pay all such
principal in full, and

(d) fourth, to the payment of interest on overdue installments of principal
and interest, on a pro rata basis in the event that the available amounts are
insufficient to pay all such interest in full.

No Waiver. Nothing in any Loan Agreement shall affect or impair the obligation of the
Agency, which is absolute and unconditional, to pay from the Tax Revenues and other amounts
pledged thereunder, the principal of and interest and premium (if any) on the respective Loans
to the Trustee as of the respective Interest Payment Dates, or affect or impair the right of action,
which is also absolute and unconditional, of the Trustee to institute suit to enforce such
payment by virtue of the contract embodied in the Loan Agreements.

A waiver of any default by the Trustee shall not affect any subsequent default or impair
any rights or remedies on the subsequent default. No delay or omission of the Trustee to
exercise any right or power accruing upon any default shall impair any such right or power or
shall be construed to be a waiver of any such default or an acquiescence therein, and every
power and remedy conferred upon the Trustee by the Redevelopment Law or by the respective
Loan Agreements may be enforced and exercised from time to time and as often as shall be
deemed expedient by the Trustee.

Discharge of Loan Agreements

If the Agency shall pay or cause to be paid, or shall have made provision to pay and
discharge the indebtedness on the applicable Loan or any portion thereof, through setting aside
trust funds or setting apart in a reserve fund or special trust account created pursuant to the
related Loan Agreement or otherwise, or through the irrevocable segregation for that purpose
in some sinking fund or other fund or trust account with a trustee or otherwise, moneys
sufficient for the payment of the principal of and interest and prepayment premiums (if any) on
such Loan or any such portion thereof, as and when the same become due and payable,
including, but not limited to, interest earned or to be earned on Federal Securities, then the lien
provided for in the related Loan Agreement, including, without limitation, the pledge of the
Tax Revenues securing such Loan or such portion thereof, and all other rights granted hereby,
shall thereupon cease, terminate and become void and be discharged and satisfied, and the
principal of, premium, if any, and interest on such Loan or any such portion thereof shall no
longer be deemed to be outstanding and unpaid.
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APPENDIXF

FORM OF OPINION OF BOND COUNSEL

December 23, 2003

Board of Directors

Sacramento County Public Financing Authority
630 I Street, 3vd Floor '
Sacramento, California 95814

OPINION  $33,695,587.95 Sacramento County Public Financing Authority 2003 Tax
Allocation Revenue Bonds, Series A (Sacramento County and City
Redevelopment Projects)

Members of the Board of Directors:

We have acted as bond counsel to the Sacramento County Public Financing Authority
(the “ Authority”) in connection with the issuance by the Authority of $33,695,587.95 aggregate
principal amount of Sacramento County Public Financing Authority 2003 Tax Allocation
Revenue Bonds, Series A (Sacramento County and City Redevelopment Projects) (the “Bonds”),
pursuant to provisions of Article 4 (commencing with Section 6584) of Chapter 5 of Division 7 of
Title 1 of the Government Code of the State of California (the “Act”) and an Indenture of Trust,
dated as of December 1, 2003 (the “Indenture”), by and between the Authority and U.S. Bank
National Association, as trustee (the “Trustee”). The Bonds have been issued by the Authority
to provide funds to make a loan to the Redevelopment Agency of the County of Sacramento
and a lcan to the Redevelopment Agency of the City of Sacramento (each an “Agency”)
pursuant to two separate Loan Agreements, each dated as of December 1, 2003 (together, the
“Loan Agreements”), by and among the applicable Agency, the Trustee and the Authority. We
have examined the law and such certified proceedings and other papers as we deem necessary
to render this opinion.

As to questions of fact material to our opinion, we have relied upon representations of
the Authority contained in the Indenture and in the certified proceedings and certifications of
public officials and others furnished to us, without undertaking to verify the same by
independent investigation.



Sacramento County Public Financing Authority
December 23, 2003
Page 2

Based upon the foregoing, we are of the opinion, under existing law, as follows:

1. The Authority is a joint exercise of powers authority duly organized and validly
existing under the laws of the State of California with the power to enter into the Indenture and
the Loan Agreements, to perform the agreements on its part contained therein and to issue the
Bonds.

2. The Indenture and the Loan Agreements have been duly approved by the Authority
and constitute valid and binding special obligations of the Authority enforceable against the
Authority in accordance with their terms.

3. The Indenture creates a valid lien on and pledge of the Revenues (as such term is
defined in the Indenture) and other funds pledged thereby for the security of the Bonds, in
accordance with the terms of the Indenture, subject to no prior lien granted under the Act.

4. The Bonds have been duly authorized, executed and delivered by the Authority and
are valid and binding special obligations of the Authority, payable solely from the sources
provided therefor in the Indenture.

5. Interest on the Bonds is excluded from gross income for federal income tax purposes
and is not an item of tax preference for purposes of the federal alternative minimum tax
imposed on individuals and corporations; it should be noted, however, that for the purpose of
computing the alternative minimum tax imposed on corporations (as defined for federal income
tax purposes), such interest is taken into account in determining certain income and earnings.
The opinions set forth in the preceding sentence are subject to the condition that the Authority
comply with all requirements of the Internal Revenue Code of 1986 which must be satisfied
subsequent to the issuance of the Bonds in order that interest thereon be, or continue to be,
excluded from gross income for federal income tax purposes. The Authority has covenanted to
comply with each such requirement. Failure to comply with certain of such requirements may
cause the inclusion of interest on the Bonds in gross income for federal income tax purposes to
be retroactive to the date of issuance of the Bonds. We express no opinion regarding other
federal tax consequences arising with respect to the Bonds.

6. Interest on the Bonds is exempt from personal income taxation imposed by the State
of California.

The rights of the owners of the Bonds and the enforceability of the Bonds, the Indenture
and the Loan Agreements may be subject to bankruptcy, insolvency, reorganization,
moratorium and other similar laws affecting creditors' rights heretofore or hereafter enacted
and may also be subject to the exercise of judicial discretion in appropriate cases.

Respectfully submitted,

A Professional Law Corporation
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APPENDIX G

THE BOOK-ENTRY SYSTEM

The information in this section concerning DTC and DTCs book-entry system has been obtained from
sources that the Authority believes to be reliable, but the Authority takes no responsibility for the accuracy
thereof The Authority cannot and does not give any assurances that DTC, DTC Farticipants or Indirect
Participants will distribute to the Beneficial Owners (a) payments of interest, principal or premium, if any,
with respect to the Bonds, (b) certificates representing ownership interest in or other confirmation or
ownership interest in the Bonds, or (c) redemption or other notices sent to DTC or Cede & Co., its nominee, as
the registered owner of the Bonds, or that they will so do on a timely basis or that DT\C, DTC Participants or
DTC Indirzct Participants will act in the manner described in this Official Statement. The current “Rules”
applicable to DTC are on file with the Securities and Exchange Commission and the current “Procedures” of
DIC to be followed in dealing with DTC Participants are on file with DTC.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
Bonds (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 certificate will be issued for each maturity of the Bonds, each in the aggregate
principal amount of such maturity, and will be deposited with DTC. If, however, the aggregate principal
amount of any issue exceeds $500 million, one certificate will be issued with respect 1o each $500 million of
principal amount, and an additional certificate will be issued with respect to any remszining principal of such
issue.

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 million issues of U.S.
and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments from over 85
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 tumn, is owned by a number of Direct Participants of DTC and Members of the National
Securities Clearing Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation, and
Emerging Markets Clearing Corporation, (NSCC, GSCC, MBSCC, and EMCC, also subsidiaries of DTCC), as
well as by the New York Stock Exchange, Inc., the American Stock Exchange 1.LC, 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
Participanss are on file with the Securities and Exchange Commission. More information about DTC can be
found at www.dtcc.com.

Purchases of 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
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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 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 representative of DTC. The deposit of Bonds with DTC and their registration in the name of
Cede & Co. or such other DTC 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 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 the
transmission to them of notices of significant events with respect to the Bonds, such as redemptions, tenders,
defaults, and proposed amendments to the Bond 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 registrar and request that copies of 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
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such
maturity to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 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 Bonds are
credited on the record date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds, distributions, and dividend payments on 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 Paying Agent, on payable date in accordance with their respective holdings shown on
DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing instructions and
customary 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 Paying Agent, or the Authority, subject to any statutory or regulatory requirements as may be in effect
from time to time. Payment of redemption proceeds, distributions, and dividend payments to Cede & Co. (or
such other nominee as may be requested by an authorized representative of DTC) is the responsibility of the
Paying Agent, disbursement of such payments to Direct Participants will be the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect
Participants.

A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered, through its
Participant, to the Paying Agent, and shall effect delivery of such Bonds by causing the Direct Participant to
transfer the Participant’s interest in the Bonds, on DTC’s records, to the Paying Agent. The requirement for
physical delivery of Bonds in connection with an optional tender or a mandatory purchase will be deemed
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satisfied when the ownership rights in the Bonds are transferred by Direct Participants on DTC’s records and
followed by a book-entry credit of tendered Bonds to the Paying Agent’s DTC account.

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

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

The information in this section concerning DTC and DTC’s book-entry system has been obtained
from sources that the Authority believes to be reliable, but the Authority takes no responsibility for the

accuracy thereof.
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APPENDIX H

SPECIMEN MUNICIPAL BOND NEW ISSUE INSURANCE POLICY
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Exhibit A

Financial Guaranty Insurance
Company, doing business in California F: !iC
as FGIC Insurance Company -

125 Park Avenue
New York, NY 10017
(212) 312-3000

(800) 352-0001

Municipal Bond
New Issue Insurance Policy

Issuer: Policy Number:

Control Number: 0010001

Bonds: Premi@

.

consideration of the payment of the premium and sutfect terms of this Policy, her¢by unconditionally and
irrevocably agrees to pay to U.S. Bank T ssociation or its successor, as its agent (the “Fiscal
Agent”), for the benefit of Bondholders o of the principal and interest on the above-described debt
obligations (the “Bonds”) which shall be% ue for Payment but shall be unpaid by reason of Nonpayment by
the Issuer,

Financial Guaranty Insurance Company (“Financi@h D, & New York stock insurance company, in
{

Financial Guaranty will make such payments to the Fiscal Agent on the date such principal or interest becomes
Due for Payment or on the Business Day next following the day on which Financial Guaranty shall have
received Notice of Nonpayment, whichever is later. The Fiscal Agent will disburse to the Bondholder the face
amount of principal and interest which is then Due for Payment but is unpaid by reasor: of Nonpayment by the
Issuer but only upon receipt by the Fiscal Agent, in form reasonably satisfactory to it, of (i) evidence of the
Bondhclder’s right to receive payment of the principal or interest Due for Payment and (ii) evidence, including
any appropriate instruments of assignment, that all of the Bondholder’s rights to payment of such principal or
interest Due for Payment shall thereupon vest in Financial Guaranty. Upon such disbursement, Financial
Guaranty shall become the owner of the Bond, appurtenant coupon or right to payment of principal or interest
on such Bond and shall be fully subrogated to all of the Bondholder’s rights thereunder, including the
Bondholder's right to payment thereof.

This Policy is non-cancellable for any reason. The premium on this Policy is not refundable for any reason,
including the payment of the Bonds prior to their maturity. This Policy does not insure against loss of any
prepayment premium which may at any time be payable with respect to any Bond.

As used herein, the term “Bondholder” means, as to a particular Bond, the person othe:: than the Issuer who, at
the time of Nonpayment, is entitled under the terms of such Bond to payment thereof. “Duc for Payment”
means, when referring to the principal of a Bond, the stated maturity date thereof or the date on which the same
shall have been duly called for mandatory sinking fund redemption and does not refer to any earlier date on
which payment is due by reason of call for redemption (other than by mandatory sinking fund redemption),
acceleration or other advancement of maturity and means, when referring to interest or. a Bond, the stated date

FGIC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
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Financial Guaranty Insurance
Company, doing business in California
as FGIC Insurance Company

125 Park Avenue

New York, NY 10017

(212) 312-3000

(800) 352-0001

Municipal Bond
New Issue Insurance Policy

for payment of interest. ‘Nonpayment” in respect of a Bond means the failure of the Issuer to have provided
sufficient funds to the paying agent for payment in full of all principal and interest Due for Payment on such
Bond. “Notice” means telephonic or telegraphic notice, subsequently confirmed in writing, or written notice by

registered or certified mail, from a Bondholder or a paying agent fo\ the Bonds to Financial Guaranty.
“Business Day” means any day other than a Saturday, Sunday or hich the Fiscal Agent is authorized

by law to remain closed.

In Witness Whereof, Financial Guaranty has cau ﬁz\ y to be affixed with its corporate seal and to be
signed by its duly authorized officer in facsipaj e effective and binding upon Financial Guaranty by
virtue of the countersignature of its duly resentative.

President
Effective Date: Authorized Representative

U.S. Bank Trust National Association, acknowledges that it has agreed to perform the duties of Fiscal Agent
under this Policy.

Authorized Officer

FGIC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
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Financia! Guaranty Insurance RT
Company, doing business in California C
as FGIC Insurance Company

125 Park Avenue

New York, NY 10017

(212) 312-3000

(800) 352-0001

Endorsement
To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Control Number: 0010001

It is further understood that the term “Nonpayment” in respect l‘@ﬁcludcs any payment of principal or

interest made to a Bondholder by or on behalf of the iss nd which has been recovered from such
Bondholder pursuant to the United States Bankrupucv a trustee in bankruptcy in accordance with a
t jurigdiction.

final, nonappealable order of a court having cong

NOTHING HEREIN SHALL BE CON D WAIVE, ALTER, REDUCE OR AMEND COVERAGE
IN ANY OTHER SECTION OF THE P . IF FOUND CONTRARY TO THE POLICY LANGUAGE,
THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE.

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with is corporate seal and to
be signed by its duly authorized officer in facsimile to become effective and binding upon Financial Guaranty by
virtue of the countersignature of its duly authorized representative.

@oém,.u(, C/}u Q/%

President
Effective Date: Authorized Representative
Acknowledged as of the Effective Date written above:
_— - :,.___:_}
e
" .
/“"f i
<"

Authorized Officer
U.S. Bank Trust National Association, as Fiscal Agent

FGIC is a registered scrvice mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
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Financial Guaranty Insurance I
Company, doing business in California FGIC
as FGIC Insurance Company

125 Park Avenue

New York, NY 10017

(212) 312-3000

(800) 352-0001

Mandatory California State
Amendatory Endorsement

To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Contrgl ber: 0010001

The insurance provided by this Policy is not cov alifornia Insurance Guaranty Association
(California Insurance Code, Article 14.2).

NOTHING HEREIN SHALL BE CON % WAIVE, ALTER, REDUCE OR AMEND COVERAGE

IN ANY OTHER SECTION OF THE Y. IF FOUND CONTRARY TO THE POLICY LANGUAGE,
THE TERMS OF THIS ENDORSEMEN PERSEDE THE POLICY LANGUAGE.

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal and to
be signed by its duly authorized officer in facsimile to become effective and binding upon Financial Guaranty by
virtue of the countersignature of its duly authorized representative.

President

Effective Date: Authorized Representative

Acknowledged as of the Effective Date written above:

e

Authorized Officer
U.S. Bank Trust National Association, as Fiscal Agent

FGIC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
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Financial Guaranty Insurance
Company, doing business in California
as FGIC Insurance Company

125 Park Avenue

New York, NY 10017

(212) 312-3000

(800) 352-0001

Mandatory California State
Amendatory Endorsement

To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: - Control ber: 0010001

Notwithstanding the terms and conditions in this A ) er understood that there shall be no
acceleration of payment due under such Policy guffess sUSP acceleration is at the sole option of Financial

Guaranty.

NOTHING HEREIN SHALL BE CON%D TO WAIVE, ALTER, REDUCE OR AMEND COVERAGE
IN ANY OTHER SECTION OF THE PO¥ICY. IF FOUND CONTRARY TO THE POLICY LANGUAGE,
THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE.

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal and to
be signed by its duly authorized officer in facsimile to become effective and binding upor: Financial Guaranty by
virtue of the countersignature of its duly authorized representative.

President
Effective Date: Authorized Representative
Acknowledged as of the Effective Date written above:

- s
4;§§/

Authorized Officer
U.S. Bank Trust National Association, as Fiscal Agent

FGIC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent comany, FGIC Corporation.
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APPENDIX I

ACCRETED VALUES TABLE

CABdue CABdue CABdue CABdue CABdue CABdue CABdue CABdue CABdue CABdue CAB due

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
5.18% 5.26% 5.33% 5.40% 5.47% 5.52% 5.54% 5.55% 5.56% 5.57% 5.58%
12/23/03 $2,102.55 $1,970.00 $1,846.35 $1,728.05 $1,615.20 $1,514.10 $1,427.45 $1,348.40 $1,273.45 $1,202.45 $1,135.20
5/1/04 2,150.30  2,015.40 1,889.45 1,768.95 1,653.90 1,550.70 1,462.10 1,381.20 1,304.50 1,231.80 1,162.95
12/1/04 2,206.00 2,068.40 1,939.80 1,816.70 1,699.15 1,593.50 1,502.60 1,419.50 1,340.75 1,266.10 1,195.40
6/1/05 2,263.15  2,122.80 1,991.50 1,865.75 1,745.60 1,637.50 1,544.20 1,4589) 1,378.05 1,301.40 1,228.75
12/1/05 2,321.75  2,178.65 2,04455 1,916.15 1,793.35 1,682.65 1,587.00 1,499.4) 1,416.35 1,337.60 1,263.05
6/1/06 2,381.90 2,235.95 2,099.05 1,967.90 1,842.40 1,729.10 1,630.95 1,541.00 1,45570 1,374.90 1,298.30
12/1/06 2,443.55 2,2%4.75 2,155.00 2,021.00 1,892.80 1,776.85 1,676.15 1,583.75 1,496.20 1,413.15 1,334.50
6/1/07 2,506.85 2,355.10 2,212.45 2,075.60 1,944.55 1,82590 1,722.55 1,627.7) 1,537.75 1,452.55 1,371.75
12/1/07 2,571.80 2,417.05 227140 2,131.60 1,997.75 1,876.30 1,770.30 1,672.9) 1,580.55 1,493.00 1,410.00
6/1/08 2,638.40 2,430.60 2,331.95 2,189.20 2,052.35 1,928.05 1,819.30 1,719.3) 1,624.45 1,534.55 1,449.35
12/1/08 2,706.75 2,545.85 2,394.10 2,248.30 2,108.50 1,981.30 1,869.70 1,767.0) 1,669.65 1,577.30 1,489.80
6/1/09 2,776.85 2,612.80 2,457.90 2,309.00 2.166.20 2,03595 1,921.50 1,816.05 1,716.05 1,621.25 1,531.35
12/1/09 2,848.75 2,681.55 2,523.40 2,371.35 2,225.40 2,092.15 1,97475 1,866.45 1,763.75 1,666.40 1,574.10
6/1/10 2,922.55  2,752.05 2,590.65 2,43535 228630 2,149.90 2,029.45 191825 1,812.80 1,712.80 1,618.00
12/1/10 2,998.25 2,824.45 2,659.65 2,501.10 2,348.80 2,209.25 2,085.65 197145 1,863.20 1,760.50 1,663.15
6/1/11 3,075.90 2,898.70 2,730.55 2,568.65 2,413.05 2,270.20 2,143.40 2,026.20 1,91495 1,809.50 1,709.55
12/1/11 3,155.55 2,97495 2,803.30 2,638.00 2,479.05 2,332.85 2,202.80 2,08240 1,968.26 1,859.90 1,757.25
6/1/12 3,237.30  3,053.20 2,878.05 2,709.25 2,546.85 2,397.25 2,263.80 2,140.20 2,022.95 1,911.70 1,806.25
12/1/12 3,321.15 3,133.50 2,954.75 2,782.40 2,616.50 2,463.40 2,326.50 2,199.60 2,079.15 1,964.95 1,856.65
6/1/13 3,407.15 3,215.90 3,033.50 2,857.50 2,688.10 2,531.40 2,390.95 2,260.60 2,136.95 2,019.70 1,908.45
12/1/13 3,495.40 3,300.50 3,114.30 2,934.65 2,761.60 2,601.30 2,457.20 2,323.35 2,196.40 2,07595 1,961.70
6/1/14 3,585.95 3,387.30 3,197.30 3,013.90 2,837.15 2,673.10 2,525.25 2,387.85 2,257.45 2,133.75 2,016.45
12/1/14 3,678.80 3,476.35 3,282.55 3,095.25 291475 2,746.85 2,595.20 2,454.10 2,320.20 2,193.15 2,072.70
6/1/15 3,774.10  3,567.80 3,370.00 3,178.85 2,994.45 2,822.65 2,667.10 2,522.20 2,384.70 2,254.25 2,130.55
12/1/15 3,871.85 3,661.65 3,459.80 3,264.65 3,076.35 2,900.60 2,741.00 2,592.20 2,451.00 2,317.05 2,189.95
6/1/16 3,972.1¢  3,757.95 3,552.00 3,352.80 3,160.50 2,980.65 2,816.50 2,664.10 2,519.15 2,381.55 2,251.10
12/1/16 4,075.00 3,856.75 3,646.70 3,443.35 3,246.90 3,062.90 2,894.95 2,738.05 2,589.15 2,447.90 2,313.90
6/1/17 4,180.55 3,958.20 3,743.85 3,536.30 3,335.75 3,147.45 2,975.15 2,81405 2,661.15 2,516.05 2,378.45
12117 4,288.80 4,062.30 3,843.65 3,631.80 3,426.95 3,23430 3,057.55 2,892.10 2,735.10 2,586.15 2,444.80
6/1/18 439990 4,169.15 3,946.10 3,729.85 3,520.70 3,323.55 3,142.25 2,972.40 2,811.15 2,658.15 2,513.00
12/1/18 4,513.85 4,278.80 4,051.25 3,830.55 3,617.00 3,415.30 3,229.25 3,054.85 2,889.30 2,732.20 2,583.10
6/1/19 4,630.75 4,391.35 4,159.20 3,934.00 3,71590 3,509.55 3,318.75 3,139.65 2,969.65 2,808.30 2,655.20
12/1/19 4,750.70  4,506.80 4,270.05 4,040.20 3,817.55 3,606.45 3,410.65 3,226.75 3,052.20 2,886.50 2,729.25
6/1/20 4,873.75 4,625.35 4,383.85 4,14930 3,921.95 3,70595 3,505.15 3,316.20 3,137.05 2,966.90 2,805.40
12/1/20 5,000.00 4,747.00 4,500.70 4,261.35 4,029.20 3,808.25 3,602.20 3,408.25 3,22425 3,049.50 2,883.70
6/1/21 - 4,871.85 4,620.60 4,376.40 4,139.40 3,913.35 3,702.00 3,502.90 3,313.90 3,134.45 2,964.15
12/1/21 - 5,000.00 4,743.75 4,494.55 4,252.60 4,021.35 3,804.55 3,600.10 3,406.00 3,221.75 3,046.85
6/1/22 . - 487020 4,61590 4,368.95 4,132.35 3,909.95 3,700.05 3,500.70 3,311.45 3,131.85
12/1122 - - 5000.00 4,740.55 4,488.40 4,246.40 4,01825 3,802.70 3,598.00 3,403.70 3,219.15
6/1/23 - - - 4,868.50 4,611.20 4,363.60 4,129.55 3,908.25 3,698.05 3,498.50 3,309.05
12/1/23 - - - 500000 473730 4,484.05 4,24395 4,016.70 3,800.85 3,595.90 3,401.40
6/1/24 - - - - 4,866.85 4,607.80 4,361.50 4,128.]5 3,906.50 3,696.05 3,496.30
12/1/24 - - - - 5,000.00 4,735.00 4,482.30 4,242.70 4,015.10 3,799.00 3,593.80
6/1/25 - - - - - 4,865.70 4,606.45 4,360.45 4,12675 3,904.80 3,694.10
12/1/25 - - - - - 5,000.00 4,734.05 4,481.45 4,241.45 4,013.55 3,797.15
6/1/26 - - - - - - 486520 4,60580 4,359.40 4,12535 3,903.10
12/1/26 . - - - - - 5,000.00 4,733.60 4,480.55 4,240.25 4,012.00
6/1/27 - - - - - - - 4,864.95 4,605.15 4,358.30 4,123.95
12/1/27 - - - - - - - 5,000.00 4,733.15 4,479.70  4,235.00
6/1/28 . - - - - - - - 486475 4,604.45 4,357.25
12/1/28 - - - - - - - - 500000 473270 4,478.85
6/1/29 - - - - - - - - - 486450 4,603.30
12/1/29 - - - - - - - - - 5,000.00 4,732.25
6/1/30 - - - - - - - - - - 4,864.25
12/1/30 - - - - - - - - - - 5,000.00
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