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MATURITY SCHEDULES
Base CUSIP': 785849

SERIES A BONDS
$20,500,000 Series A Current Interest Bonds
Maturity Principal Interest Price or CUSIPt
(December 1) Amount Rate Yield Number
2016 $ 890,000 5.00% 4.220%° PS3
2017 935,000 500 4.280° PT1
2018 4,645,000 5.00 4340° PU8

$4,295,000 5.000% Term Series A Current Interest Bonds due December 1, 2024, Priced to Yield 4.580% ©; CUSIPt: PYO
$9,735,000 5.000% Term Series A Current Interest Bonds due December 1, 2034, Priced to Yield 4.790% ©; CUSIPt: PZ7

C Priced to par call on December 1, 2015.

$71,872,235.75 Series A Capital Appreciation Bonds

Initial Principal
Initial Amount per Accreted Value at
Maturity Principal $5,000 Maturity Maturity Yield to Maturity CUSIPt
(December 1) Amount Value Date Number
2019 $5,108,339.00 $2,547.80 $10,025,000 4.880% QB9
2021 7,752,665.70 2,284.90 16,965,000 4.960 QD5
2022 7,333,290.90 2,161.30 16,965,000 5.000 QE3
2023 6,438,602.80 2,035.60 15,815,000 5.060 QFO0
2024 6,090,830.95 1,925.65 15,815,000 5.090 QG8
2025 6,599,675.00 1,820.60 18,125,000 5120 QH6
2026 5452,221.25 1,723.75 15,815,000 5.140 QJ2
2027 5,160,276.35 1,631.45 15,815,000 5.160 QK9
2028 4,871,178.15 1,540.05 15,815,000 5.190 QL7
2029 4,606,276.90 1,456.30 15,815,000 5210 QM5
2030 4,354,027.65 1,376.55 15,815,000 5.230 QN3
2031 3,685,913.40 1,297.40 14,205,000 5.260 QP8
2032 1,614,945.40 1,225.30 6,590,000 5.280 QQ6

$2,803,922.30 5.290% Term Series A Capital Appreciation Bonds due December 1, 2034, Maturing to $12,735,000; CUSIPt: QS2a

SERIES B BONDS
$8,630,000 Series B Current Interest Bonds
Maturity Principal Interest CUSIPt
(December 1) Amount Rate Price Number
2006 $ 960,000 4.750% 100% QTO0
2007 950,000 4.850 100 Qu7
2008 995,000 4.880 100 QVs
2009 1,035,000 4985 100 Qw3
2010 1,090,000 5.015 100 QX1
2011 1,145,000 5.040 100 QY9
2012 1,200,000 5.080 100 Qz6
2013 1,255,000 5.110 100 RAO

$2,725,000 5.150% Term Series B Current Interest Bonds due December 1, 2015, Price: 100%; CUSIPt: RC6
$33,540,000 5.540% Term Series B Current Interest Bonds due December 1, 2020, Price: 100%; CUSIPt: RH5
$1,855,000 5.70% Term Series B Current Interest Bonds due December 1, 2025, Price: 100%; CUSIPt: RN2

f Copyright 2005, American Bankers Association. CUSIP data herein are provided by Standard & Poor's CUSIP Service Bureau, a division
of The McGraw-Hill Companies, Inc., and are provided for convenience of reference only. Neither the Authority, the Agency nor the
Underwriter assumes any responsibility for the accuracy of these CUSIP data.



GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

Use of Official Statement. This Official Statement is submitted in connection with the offer
and sale of the Bonds referred to herein and may not be reproduced or used, in whole or in part, for any
other purpose. This Official Statement is not to be construed as a contract with the purchasers of the
Bonds. The information and expressions of opinions herein are subject to change without notice and
neither delivery of this Official Statement nor any sale made hereunder shall, under any circumstances,
create any implication that there has been no change in the affairs of the Authority, the Agency or any
other entity described or referenced herein since the date hereof. All summaries of the documents
referred to in this Official Statement are made subject to the provisions of such documents, respectively,
and do not purport to be complete statements of any or all of such provisions.

Estimates and Forecasts. When used in this Official Statement and in any continuing
disclosure by the Authority or the Agency, in any press release and in any oral statement made with the
approval of an authorized officer of the Agency or any other entity described or referenced herein, the
words or phrases “will likely result,” “are expected to”, “will continue”, “is anticipated”, “estimate”,
“project,” “forecast”, “expect’, “intend” and similar expressions identify “forward looking statements”.
Such statements are subject to risks and uncertainties that could cause actual results to differ materially
from those contemplated in such forward-looking statements. Any forecast is subject to such
uncertainties. Inevitably, some assumptions used to develop the forecasts will not be realized and
unanticipated events and circumstances may occur. Therefore, there are likely to be differences
between forecasts and actual results, and those differences may be material. The information and
expressions of opinion herein are subject to change without notice, and neither the delivery of this
Official Statement nor any sale made hereunder shall, under any circumstances, give rise to any
implication that there has been no change in the affairs of the Authority or the Agency or any other
entity described or referenced herein since the date hereof.

Limit of Offering. No dealer, broker, salesperson or other person has been authorized by the
Authority to give any information or to make any representations in connection with the offer or sale of
the Bonds other than those contained herein and if given or made, such other information or
representation must not be relied upon as having been authorized by the Authority or the Underwriters.
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall
there be any sale of the Bonds by a person in any jurisdiction in which it is unlawful for such person to
make such an offer, solicitation or sale.

Involvement of Underwriters. The Underwriters have reviewed the information in this Official
Statement in accordance with, and as a part of, their responsibilities to investors under the Federal
Securities Laws as applied to the facts and circumstances of this transaction, but the Underwriters do
not guarantee the accuracy or completeness of such information.

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

$92,372,235.75 $46,750,000
SACRAMENTO CITY FINANCING AUTHORITY SACRAMENTO CITY FINANCING AUTHORITY
2005 TAX ALLOCATION REVENUE BONDS, 2005 TAXABLE TAX ALLOCATION REVENUE BONDS,
SERIES A SERIES B

(MERGED DOWNTOWN AND OAK PARK PROJECTS) (MERGED DOWNTOWN AND OAK PARK PROJECTS)

INTRODUCTION

This Official Statement, including the cover page and appendices hereto, is provided to
furnish information in connection with the sale by the Sacramento City Financing Authority (the
“Authority”) of its 2005 Tax Allocation Revenue Bonds, Series A (Merged Downtown and Oak
Park Projects) (the “Series A Bonds”) and its 2005 Taxable Tax Allocation Revenue Bonds,
Series B (Merged Downtown and Oak Park Projects) (the “Series B Bonds”, and together with
the Series A Bonds, the “Bonds”). This Introduction contains a brief summary of certain
information contained in this Official Statement. It is not intended to be complete and is qualified
by the more detailed information contained elsewhere in this Official Statement. Definitions of
certain terms used in this Official Statement are set forth in “APPENDIX A — Summary of Principal
Legal Documents”.

Legal Authority
The Bonds are being issued pursuant to:
* the Marks-Roos Local Bond Pooling Act of 1985, constituting Article 4, Chapter 5,
Division 7, Title 1 (commencing with Section 6584) of the Government Code of the
State (the “Act”),
* Resolution No. 2005-002 of the Authority adopted on November 1, 2005,

* Resolution No. 2005-056 of the Redevelopment Agency of the City of Sacramento
(the “Agency”) adopted on November 1, 2005, and

* an Indenture dated as of November 1, 2005 (the “Indenture”) by and between the
Authority and U.S. Bank National Association, as trustee (the “Trustee”).



The Authority. the Agency and the Trustee will enter into the Loan Agreements (as
described below) pursuant to and in accordance with applicable laws of the State and the
foregoing resolutions.

Financing Purpose

The proceeds of the Bonds will be used to fund two separate loans (each, a “Loan” and,
together, the "Loans") from the Authority to the Agency. A Loan in the principal amount of
$118,423,492.55 will be made to the Agency with respect to its hereinafter described Merged
Downtown Project (the “Merged Downtown Loan”) and a Loan in the principal amount of
$20,698,743.20 will be made to the Agency with respect to its hereinafter described Oak Park
Redevelopment Project (the “Oak Park Loan”). The proceeds of the Loans will be used to:

* assist the Agency in financing redevelopment activities in two of its project areas
(each, a “Project Area” and, together, the "Project Areas"),

* to fund the Reserve Accounts for the Loans by the purchase of Qualified
Reserve Account Credit Instruments, as described herein; and

* to pay certain costs relating to the issuance of the Bonds and the making of the
Loans.

See “FINANCING PLAN" and “ESTIMATED SOURCES AND USES OF FUNDS?” herein.

The Project Areas are located in the City of Sacramento (the “City”), in the County of
Sacramento, California (the “County”). Certain general economic and demographic information
with regards to the City and the County may be found in "APPENDIX C — City of Sacramento
General Information." NEITHER THE BONDS, NOR THE OBLIGATIONS OF THE AGENCY UNDER
THE LOAN AGREEMENTS ARE A DEBT OF THE CITY NOR IS THE CITY LIABLE THEREFOR.
THE PRINCIPAL OF, ACCRETED VALUE, IF APPLICABLE, PREMIUM, IF ANY, AND INTEREST
ON THE BONDS ULTIMATELY ARE PAYABLE PRINCIPALLY FROM AND SECURED BY A
PLEDGE OF CERTAIN AMOUNTS PAYABLE BY THE AGENCY TO THE AUTHORITY UNDER
THE LOAN AGREEMENTS.

The Authority

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

Description of the Bonds

Current Interest and Capital Appreciation Bonds. A portion of the Series A Bonds, and
all of the Series B Bonds, will be issued as current interest bonds (the “Current Interest Bonds”).
The remainder of the Series A Bonds will be issued as capital appreciation bonds (the “Capital
Appreciation Bonds”). The Current Interest Bonds will be dated their date of delivery thereof (the
“‘Dated Date”) and will mature on December 1 in the years indicated on the inside cover page
hereof.

The Capital Appreciation Bonds will be dated the Dated Date, and will be issued as fully
registered bonds, without coupons, in the denominations of $5,000 Accreted Value at maturity
(where “Accreted Value” means, with respect to any Capital Appreciation Bond, an amount
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equal to the initial principal amount of such Bond, plus interest accrued thereon from its date
compounded on each Distribution Date (where “Distribution Date” means a date on which interest
is due on the Bonds, being December 1 and June 1 of each year, commencing on June 1, 2006),
commencing on the first Distribution Date after its issuance (through and including the maturity
date of such Bond), at the “original issue yield” for such Bond, as set forth in the Indenture;
provided, however, that the Trustee shall calculate or cause to be calculated the Accreted Value
on any date other than a Distribution Date set forth in the Indenture by straight line interpolation of
the Accreted Values as of the immediately preceding and succeeding Distribution Dates. In
performing such calculation, the Trustee shall be entitled to engage and rely upon a firm of
accountants, consultants or financial advisors with appropriate knowledge and experience. The
term “original issue yield” means, with respect to any particular Bond, the yield to the applicable
maturity date of such Bond from the initial date of delivery thereof calculated on the basis of
semiannual compounding on each Distribution Date. The Capital Appreciation Bonds will mature
on December 1 in the years indicated on the inside cover page hereof.

Security for the Bonds and Loans

The Bonds are limited obligations of the Authority, payable from and secured as to the
payment of the interest thereon and principal or Accreted Value thereof and redemption
premiums, if any, solely from the Revenues. Generally, Revenues consist of all amounts payable
by the Agency pursuant to the Loan Agreements described below, all moneys in the funds and
accounts held under the Indenture (other than the Rebate Fund and, with respect to the
Accounts within the Reserve Fund, only in accordance with the provisions of the Indenture) and
all investment income with respect to any money held by the Trustee (other than moneys on
deposit in the Rebate Fund).

The Agency's obligations under each Loan Agreement are secured by a pledge of certain
tax increment revenues (the "Tax Revenues") derived from taxes assessed on property within
the applicable Project Area, as described herein, and other amounts allocated and paid to the
Agency, on a parity with certain prior obligations of the Agency (the "Outstanding Parity Debt")
as further described herein. See "SECURITY FOR THE LOANS—OUTSTANDING PARITY DEBT."
The Tax Revenues allocated to and collected within one Project Area do not secure payment of
the Loan Agreement relating to the other Project Area.

Tax Allocation Financing

The Redevelopment Law provides a means for financing redevelopment projects based
upon an allocation of taxes collected within a redevelopment project area. The taxable valuation
of a redevelopment project area last equalized prior to adoption of the redevelopment plan, or
base roll, is established and, except for any period during which the taxable valuation drops
below the base year level, the taxing agencies thereafter receive the taxes produced by the levy
of the then current tax rate upon the base roll. Subject to certain exceptions, taxes collected
upon any increase in taxable valuation over the base roll are allocated to a redevelopment
agency and may be pledged by a redevelopment agency to the repayment of any indebtedness
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. Taxes collected upon the increase in assessed valuations
in the Project Areas and received on or after the date of issuance of the Bonds are referred to
herein as the “tax increment revenues”.

Any future decrease in the taxable valuations in a Project Area or in the applicable tax

rates could reduce the tax increment revenues allocated to the Agency and, correspondingly,
could have an adverse impact on the availability of Tax Revenues to pay the Loan made to such
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Project Area and, thereby, have an adverse impact on the ability of the Authority to pay debt
service on the Bonds. See “RISK FACTORS” herein.

The City and the Agency

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 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 Agency.

The Project Areas

The two Project Areas to which Loans are to be made with the proceeds of the Bonds
are the following:

(i) “Merged Downtown Sacramento Redevelopment Project” (the “Merged Downtown
Project”), approved by Ordinance Nos. 86-063 through 86-067 of the City of Sacramento adopted
on June 17, 1986; and

(i) “Oak Park Redevelopment Project” (the “Oak Park Project”), approved by Ordinance
No. 3278 of the City of Sacramento adopted on May 30, 1973.

See the four sections herein that describe each of the two Project Areas for additional
information on assessed valuations, property ownership and land uses, as well as projections
of Tax Revenues in each of the Project Areas.

Municipal Bond Insurance

Concurrently with issuance of the Bonds, Financial Guaranty Insurance Company doing
business in California as FGIC Insurance Company (“Financial Guaranty” or the “Bond Insurer”)
will issue its Financial Guaranty 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 “BOND INSURANCE AND RESERVE POLICY” and
“APPENDIX H — Specimen Bond Insurance Policy”.

Continuing Disclosure

The Agency has covenanted for the benefit of holders and beneficial owners of the
Bonds to provide certain financial information and operating data relating to the Agency by not
later than the last day of the ninth month following the end of the Agency’s respective fiscal year
(which fiscal year of the Agency currently ends on December 31), commencing with the report
for the 2004-05 fiscal year, and to provide notices of the occurrence of certain enumerated
events, if material. The Annual Report will be filed by the Agency with each Nationally
Recognized Municipal Securities Information Repository, and with the appropriate State
information depository, if any. The notices of material events will be filed by the Agency with the
Municipal Securities Rulemaking Board (and with the appropriate State information depository, if
any). The specific nature of the information to be contained in the Annual Report or the notices of
material events is set forth in “APPENDIX F — Form of Continuing Disclosure Certificate.” These
covenants have been made in order to assist the Underwriters in complying with S.E.C.
Rule 15¢2-12(b)(5). The Agency has never failed to comply in all material respects with any
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previous undertakings with regard to said Rule to provide annual reports or notices of material
events.

Other Information

Following in this Official Statement are brief descriptions of the Bonds, the Authority, the
Agency, the City, Revenues and Tax Revenues, the Project Areas, security for the Bonds, risk
factors and limitations on Revenues and Tax Revenues and certain other information relevant to
the issuance of the Bonds. All references herein to the Indenture and the Loan Agreements are
qualified in their entirety by reference to the Indenture and the Loan Agreements, as applicable,
and all references to the Bonds are further qualified by reference to the definitive Bonds and to
the terms thereof which are contained in the Indenture. All capitalized terms used but not
otherwise defined herein have the meanings assigned to them in the Indenture or the Loan
Agreements.

The Agency regularly prepares a variety of publicly available reports, including audits,
budgets and related documents. Any Bondowner may obtain a copy of any such report, as
available, from the Agency. Additional information regarding this Official Statement may be
obtained by contacting:

Mr. Satoshi Matsuda

Director of Finance

Redevelopment Agency of the City of Sacramento
630 | Street

Sacramento, California 95814

(916) 440-1340



The Projects

FINANCING PLAN

A portion of Series A Bond proceeds are expected to be used to finance the following

projects:

Merged Downtown Project

Westfield: Assistance with relocation/expansion of movie theater complex to 7th
and K streets.

Facade Rebate Program: Grants for fagade improvements to building and
business owners.

Streetscape: Streetscape improvements for J, K, and L streets, including
improvements to St. Rose of Lima Park and Cathedral Square.

Infrastructure: Sewer/electrical capacity improvements.
Trash Enclosures/Service Courts: Construction of service courts in Old

Sacramento Historic District to consolidate and “disguise” trash and other utility
uses.

Urban Design Plan: Landscaping, lighting, ingress, egress and streetscape
improvements to enhance historic district.

Parkway: Design and development of a waterfront promenade and parkway
connecting the existing promenade south to Miller Park.

Single Room Occupancy Policy: Define and implement a plan for the reinvestment
and development of new Single Room Occupancy units serving the Central City.

Oak Park Project

Streetlights Installation Project: Installation of historic streetlights in various Oak
Park neighborhoods.

Broadway Streetscape: Final phase of streetscape along Broadway from Martin
Luther King Blvd. to Stockton Boulevard.

Oak Park Sewer System Improvements: Sewer capacity system improvements in
the Oak Park neighborhood.

Park Improvements: Park enhancements at various sites throughout the Oak Park
neighborhood.

Oak Park Community Center Expansion: Construction of a 9,400 sq. ft. multi-
purpose facility in the center of the Oak Park area.




A portion of Series B Bond proceeds are expected to be used to finance the following

projects:

Merged Downtown Project

700 Block: Historic renovation of existing buildings for new destination-oriented
retail and housing.

800 Block: Demolition of dilapidated building for a mixed-use housing and retail
project.

Greyhound: Potential relocation of Greyhound terminal, allowing the current site to
be developed into a mixed-use project.

10"/K: Development of Agency-owned site for a mixed-use project consisting of
condominiums, entertainment-related retail and potentially a performing arts
facility.

Marshall Hotel: Historic renovation and repositioning of building to accommodate
strong ground floor retail and a range of housing units on upper floors.

Berry Hotel: Improvements to the existing SRO units.

Elks Building: Historic renovation improvements to accommodate new ground floor
retail/restaurants.

Ebner/Empire Project Site: Reconstruction of a historic building with two separate
facades. Site will include a mixed-use project with 5,000 square feet of ground
floor retail/restaurant space and a total of 10,000 square feet of office space.
Development also includes 16 parking spaces.

Orleans Project Site: A mixed-use project with 15,000 square feet of
ground/second floor restaurant/catering space and 16 high-end apartments.
Development also includes 22 parking spaces.

Land Assembly: Assembly of land south of R Street along the waterfront to
implement the Docks Area Specific Plan.

Affordable Housing: Assist to mixed-use projects to incorporate affordable
housing, where feasible.

Oak Park Project

Martin Luther King Blvd. /Broadway Development: Mixed-use, mixed income
development of approximately 80 dwelling units and 5,000 square feet of retail.

Made Rite Development Site: Mixed-use development of 48 rental units and 11,000
square feet of retail.

Walton Plaza: Mixed-use development of 22 rental units and 10,000 square feet of
retail space including a pediatric office.



* South Oak Park Action Plan: Funding of residential projects to improve South Oak

Park neighborhood.

» Stockton Boulevard/9th Avenue: Development of residential or mixed-uses.

* Renaissance Implementation: Implementation of projects identified in the

Renaissance Community Master plan.

It is possible that one or more of the above projects may not occur. The Agency may,
consistent with the Redevelopment Law and its covenants set forth in the Loan Agreements,
substitute other projects for those which are described above.

Estimated Sources and Uses of Funds

The anticipated sources and uses of funds relating to the Bonds, are as follows:

Sources of Funds:
Par Amount of Bonds
Original Issue Premium

Total Sources

Uses of Funds:

Deposit to Redevelopment Funds
Deposit to Low and Moderate Income
Housing Funds

Deposit to Costs of Issuance Fund "

Total Uses

Series A Bonds Series B Bonds Total
Merged Oak Merged Oak
Downtown Park Downtown Park
$83,528,492.55 8,843,743.20  $34,895,000.00 $11,855,000.00  $139,122,235.75
361,232.50 299,065.95 660,298.45
$83,889,725.05 $9,142,809.15  $34,895,000.00 $11,855,000.00  $139,782,534.20
$50,892,168.29 $8,854,356.81 $26,549,411.05 8,906,208.28 $95,202,144 .43
29,479,780.53 7,439,335.54 2,651,844.44 39,570,960.51
3,517,776.23 288,452.34 906,253.41 296,947.28 5,009,429.26
$83,889,725.05 $9,142,809.15  $34,895,000.00 $11,855,000.00  $139,782,534.20

(1) Includes bond insurance and reserve account surety bond premiums, Trustee fees, Bond Counsel and
Disclosure Counsel fees, Underwriter's discount, Fiscal Consultant fees, printing costs, rating agency fees

and other related costs.



THE BONDS
Description

Current Interest Bonds. Interest with respect to the Current Interest Bonds accrues from
their Dated Date, and is payable semiannually on June 1 and December 1 of each year (each, a
“Distribution Date”) commencing June 1, 2006. Each Current Interest Bond shall bear interest from
the Distribution Date next preceding the date of registration and authentication thereof unless (i) it
is registered and authenticated as of a Distribution Date, in which event it shall bear interest from
such date, or (ii) it is registered and authenticated prior to a Distribution Date and after the close
of business on the fifteenth (15th) day of the month preceding such Distribution Date, in which
event it shall bear interest from such Distribution Date, or (iii) it is registered and authenticated on
or prior to May 15, 2006, in which event it shall bear interest from the date of original delivery;
provided, however, that if at the time of authentication of a Current Interest Bond, interest is in
default thereon, such Bond shall bear interest from the Distribution Date to which interest has
previously been paid or made available for payment thereon.

Interest on the Current Interest Bonds, including the final interest payment upon maturity,
is payable by check of the Trustee mailed on the Distribution Date via first-class mail to the
Owner thereof at such Owner's address as it appears on the bond register maintained by the
Trustee at the close of business on the fifteenth (15th) day of the month preceding the
Distribution Date (the “Record Date”), or at such other address as the Owner may have filed with
the Trustee for that purpose, or upon written request filed with the Trustee as of the Record
Date by an Owner of at least $1,000,000 in aggregate principal amount of Current Interest
Bonds, by wire transfer.

The Current Interest Bonds will be issued in the denomination of $5,000 principal amount
each or any integral multiple thereof. The Current Interest Bonds mature on December 1, in the
years and amounts set forth on the inside cover page hereof. Principal of Current Interest Bonds
at maturity or early redemption shall be payable by check mailed by first class mail in lawful
money of the United States of America upon presentation and surrender at the Office of the
Paying Agent.

Capital Appreciation Bonds. The Capital Appreciation Bonds are dated the Dated Date,
and accrete interest from such date. The Capital Appreciation Bonds are issuable in
denominations of any integral multiple of $5,000 of Accreted Value at maturity and shall mature
on the dates, in the initial principal amounts and with the Accreted Values at maturity as set forth
on the inside cover hereof. The Capital Appreciation Bonds will not bear current interest; each
Capital Appreciation Bond shall accrete in value daily over the term to its maturity, compounded
semiannually on each June 1 and December 1, commencing June 1, 2006 (each, a “Distribution
Date”), from its Initial Principal Amount on the date of delivery thereof to its stated Accreted Value
at maturity .

The Accreted Value at maturity shall be payable only to the person whose name appears
in the registration books of the Trustee as the registered owner thereof. The Capital Appreciation
Bonds are payable only at maturity according to the Accreted Value at maturity set forth on the
inside cover hereof.

The interest portion of the Accreted Value of any Capital Appreciation Bond which is
payable on the date of maturity shall represent interest accrued and coming due on such date.
The Accreted Value of any Capital Appreciation Bond at maturity shall be payable by check
mailed by first-class mail, in lawful money of the United State of America upon presentation and
surrender of such Bond at the Office of the Trustee.
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General. The Bonds will be delivered in fully registered form only, and when delivered
will be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New
York, New York (“DTC”). DTC will act as securities depository for the Bonds. Ownership
interests in the Bonds may be purchased in book-entry form only, in denominations of $5,000
principal amount or Accreted Value at maturity, as applicable, or any integral multiple thereof.
Payments of principal or Accreted Value, premium, if any, and interest on the Bonds will be paid
by the Trustee to the nominee of DTC, and DTC is obligated in turn to remit such principal,
premium, if any, and interest on the Bonds to its DTC Participants for subsequent disbursement to
the beneficial owners of the Bonds. So long as Cede & Co. is the registered owner of the
Bonds, as nominee of DTC, references herein to the Holders of the Bonds shall mean Cede & Co.
and shall not mean the beneficial owners of the Bonds. See APPENDIX G — “BOOK ENTRY
ONLY SYSTEM” herein for a further description of DTC and its book-entry system.

While the Bonds are held in the book-entry only system of DTC, all payments
on the Bonds will be made to Cede & Co., as the nominee of DTC and the registered
owner of the Bonds.

Optional Redemption

Series A Bonds. The Series A Current Interest Bonds maturing on or before December
1, 2015 are not subject to optional redemption prior to maturity. The Series A Current Interest
Bonds maturing on or after December 1, 2016 are subject to optional redemption by the Authority
prior to their respective stated maturity dates as a whole or in part on any date on or after
December 1, 2015, from any source of available funds, at a redemption price equal to the
principal amount of the Series A Current Interest Bonds or portions thereof called for redemption,
together with accrued interest thereon to the date fixed for redemption, without a redemption
premium.

The Series A Capital Appreciation Bonds are not subject to optional redemption prior to
maturity.

Series B Bonds. The Series B Bonds maturing on or before December 1, 2015 are not
subject to optional redemption prior to maturity. The Series B Bonds maturing on or after
December 1, 2016 are subject to optional redemption by the Authority prior to their respective
stated maturity dates as a whole or in part on any date on or after December 1, 2015, from any
source of available funds, at a redemption price equal to the principal amount of the Bonds or
portions thereof called for redemption, together with accrued interest thereon to the date fixed
for redemption, without a redemption premium.

Mandatory Redemption From Sinking Fund Payments

Series A Bonds. The Series A Current Interest Bonds maturing on December 1, 2024
and December 1, 2034, are subject to mandatory sinking fund redemption by the Authority prior
to their stated maturity date, in part on December 1 of each year set forth below, solely from
sinking fund payments due and payable on such dates, at a redemption price equal to the
principal amount thereof called for redemption, together with accrued interest thereon to the date
fixed for redemption, without a redemption premium, in the principal amounts set forth below
(subject to modification in the event of optional redemption as described above or extraordinary
redemption as described below):
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$4,295,000 Term Series A Current Interest Bonds Maturing December 1, 2024

Sinking Account

Payment Date Principal Amount
(December 1) To Be Redeemed
2023 $2,095,000
2024 (Maturity) 2,200,000

$9,735,000 Term Series A Current Interest Bonds Maturing December 1, 2034

Sinking Account

Payment Date Principal Amount
(December 1) To Be Redeemed
2031 $1,610,000
2032 2,325,000
2033 2,440,000
2034 (Maturity) 3,360,000

The Series A Capital Appreciation Bonds maturing on December 1, 2034, are subject to
mandatory sinking fund redemption by the Authority prior to their stated maturity date, in part on
December 1 of each year set forth below, solely from sinking fund payments due and payable on
such dates, at a redemption price equal to the Accreted Value thereof called for redemption,
without a redemption premium, in the maturity amounts set forth below (subject to modification in
the event of optional redemption as described above or extraordinary redemption as described
below):

Term Series A Capital Appreciation Bonds Maturing December 1, 2034

Sinking Account

Payment Date Maturity Amount
(December 1) To Be Redeemed
2033 $6,940,000*
2034 (Maturity) 5,795,000

* The sinking fund payment due and payable on December 1, 2033 to redeem the maturity
amount of $6,940,000 will equal the Accreted Value due and payable on such date of $6,586,892.80.

Series B Bonds. The Series B Bonds maturing on December 1, 2015, December 1, 2020
and December 1, 2025, are subject to mandatory sinking fund redemption by the Authority prior
to their stated maturity date, in part on December 1 of each year set forth below, solely from
sinking fund payments due and payable on such dates, at a redemption price equal to the
principal amount thereof called for redemption, together with accrued interest thereon to the date
fixed for redemption, without a redemption premium, in the principal amounts set forth below
(subject to modification in the event of optional redemption as described above or extraordinary
redemption as described below):
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$2,725,000 Term Series B Bonds Maturing December 1, 2015

Sinking Account

Payment Date Principal Amount
(December 1) To Be Redeemed
2014 $1,330,000
2015 (Maturity) 1,395,000

$33,540,000 Term Series B Bonds Maturing December 1, 2020

Sinking Account

Payment Date Principal Amount
(December 1) To Be Redeemed
2016 $ 575,000
2017 610,000
2018 10,385,000
2019 5,815,000
2020 (Maturity) 16,155,000

$1,855,000 Term Series B Bonds Maturing December 1, 2025

Sinking Account

Payment Date Principal Amount
(December 1) To Be Redeemed
2021 $ 85,000
2022 90,000
2023 530,000
2024 560,000
2025 (Maturity) 590,000

General Redemption Provisions

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

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

Such notice shall state the date of such notice, the name of the Bonds to be redeemed,
the date of issue of such Bonds, the date fixed for the redemption of such Bonds, the
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redemption price of such Bonds, the place of redemption of such Bonds, the CUSIP number of
the maturity or maturities of the Bonds to be redeemed and (if less than all the Bonds of any one
maturity date are to be redeemed) the numbers of the Bonds of such maturity date to be
redeemed, that the redemption notice may be rescinded (as described below), in the case of
Bonds to be redeemed in part only, the respective portions of the principal amount thereof to be
redeemed, and shall give notice that, subject to rescission of the notice of redemption, further
interest on such Bonds or the portions thereof to be redeemed will not accrue from and after the
date fixed for redemption, and shall require that such Bonds to be redeemed be surrendered for
payment of the redemption price thereof. If any Bond so chosen for redemption will not be
redeemable in whole, such notice shall also state that such Bond is to be redeemed in part only
and that upon presentation of such Bond for redemption there will be issued in lieu of the
unredeemed portion of the principal thereof a new Bond or Bonds of the same maturity date of
authorized denominations equal in aggregate principal amount to the unredeemed portion of the
Bond surrendered.

Right of Rescission. The Authority (at the direction of the Agency) shall have the right
to rescind and cancel any optional redemption by written notice. Any notice of optional
redemption shall be cancelled and annulled if for any reason funds 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 Trustee shall mail
notice of rescission of such redemption in the same manner as the original notice of redemption
was sent.

Effect of Redemption. If notice of redemption has been duly given under the Indenture
and not rescinded as provided in the Indenture and money for the payment of the redemption
price of the Bonds or portions thereof so called for redemption is held by the Trustee, then on the
date fixed for redemption designated in such notice such Bonds or such portions thereof will
become due and payable, and from and after the date so designated interest on the Bonds or
such portions thereof so called for redemption shall cease to accrue and the Holders of such
Bonds shall have no rights in respect thereof except to receive payment of the redemption price
thereof
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DEBT SERVICE AND LOAN PAYMENT SCHEDULES

The following four tables show (i) scheduled debt service on the Series A Bonds, (ii)
scheduled debt service on the Series B Bonds (both without regard to any optional redemption),
(iii) scheduled Loan Payments on the Merged Downtown Loan, and (iv) scheduled Loan
Payments on the Oak Park Loan. For a detailed breakout of the allocation of principal among the
various components of each Loan, see “APPENDIX K - PRINCIPAL ALLOCATION BY LOAN AND

SERIES.”
TABLE 1-A
SACRAMENTO CITY FINANCING AUTHORITY
2005 TAX ALLOCATION REVENUE BONDS, SERIES A
(MERGED DOWNTOWN AND OAK PARK PROJECTS)
Series A Bonds Debt Service Schedule
CURRENT INTEREST BONDS CAPITAL APPRECIATION BONDS
Series A Series A Series A Series A Series A
Year Ending Principal Interest Principal Accreted Total
(December 1) Interest Debt Service
2006 - $1,007,916.66 - - $1,007,916.66
2007 - 1,025,000.00 - - 1,025,000.00
2008 - 1,025,000.00 - - 1,025,000.00
2009 - 1,025,000.00 - - 1,025,000.00
2010 - 1,025,000.00 - - 1,025,000.00
2011 - 1,025,000.00 - - 1,025,000.00
2012 - 1,025,000.00 - - 1,025,000.00
2013 - 1,025,000.00 - - 1,025,000.00
2014 - 1,025,000.00 - - 1,025,000.00
2015 - 1,025,000.00 - - 1,025,000.00
2016 $ 890,000 1,025,000.00 - - 1,915,000.00
2017 935,000 980,500.00 - - 1,915,500.00
2018 4,645,000 933,750.00 - - 5,578,750.00
2019 - 701,500.00 $5,108,339.00 $4,916,661.00 10,726,500.00
2020 - 701,500.00 - - 701,500.00
2021 - 701,500.00 7,752,665.70 9,212,334.30 17,666,500.00
2022 - 701,500.00 7,333,290.90 9,631,709.10 17,666,500.00
2023 2,095,000 701,500.00 6,438,602.80 9,376,397.20 18,611,500.00
2024 2,200,000 596,750.00 6,090,830.95 9,724,169.05 18,611,750.00
2025 - 486,750.00 6,599,675.00 11,525,325.00 18,611,750.00
2026 - 486,750.00 5,452,221.25 10,362,778.75 16,301,750.00
2027 - 486,750.00 5,160,276.35 10,654,723.65 16,301,750.00
2028 - 486,750.00 4,871,178.15 10,943,821.85 16,301,750.00
2029 - 486,750.00 4,606,276.90 11,208,723.10 16,301,750.00
2030 - 486,750.00 4,354,027.65 11,460,972.35 16,301,750.00
2031 1,610,000 486,750.00 3,685,913.40 10,519,086.60 16,301,750.00
2032 2,325,000 406,250.00 1,614,945.40 4,975,054.60 9,321,250.00
2033 2,440,000 290,000.00 1,528,049.20 5,058,843.60 9,316,892.80
2034 3,360,000 168,000.00 1,275,943.10 4,519,056.90 9,323,000.00
TOTAL $20,500,000 $21,547,916.66 $71,872,235.75 $134,089,657.05 $248,009,809.46
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TABLE 1-B
SACRAMENTO CITY FINANCING AUTHORITY

2005 TAX ALLOCATION REVENUE BONDS, SERIES A
(MERGED DOWNTOWN AND OAK PARK PROJECTS)

Series B Bonds Debt Service Schedule

Year Ending Series B Bonds Series B Bonds Series B Bonds
(December 1) Principal Interest Total
2006 $ 960,000 $2,491,251.66 $ 3,451,251.66
2007 950,000 2,487,876.26 3,437,876.26
2008 995,000 2,441,801.26 3,436,801.26
2009 1,035,000 2,393,245.26 3,428,245.26
2010 1,090,000 2,341,650.50 3,431,650.50
2011 1,145,000 2,286,987.00 3,431,987.00
2012 1,200,000 2,229,279.00 3,429,279.00
2013 1,255,000 2,168,319.00 3,423,319.00
2014 1,330,000 2,104,188.50 3,434,188.50
2015 1,395,000 2,035,693.50 3,430,693.50
2016 575,000 1,963,851.00 2,538,851.00
2017 610,000 1,931,996.00 2,541,996.00
2018 10,385,000 1,898,202.00 12,283,202.00
2019 5,815,000 1,322,873.00 7,137,873.00
2020 16,155,000 1,000,722.00 17,155,722.00
2021 85,000 105,735.00 190,735.00
2022 90,000 100,890.00 190,890.00
2023 530,000 95,760.00 625,760.00
2024 560,000 65,550.00 625,550.00
2025 590,000 33,630.00 623,630.00
TOTAL $46,750,000 $31,499,500.94 $78,249,500.94
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TABLE 2-A

SACRAMENTO CITY FINANCING AUTHORITY

Loan Payment Schedule- Merged Downtown Loan

2005 TAXABLE TAX ALLOCATION REVENUE BONDS, SERIES A and Series B

SHARE OF SERIES A

SHARE OF SERIES B

Merged Merged Merged Merged Merged
Year Downtown Downtown Accreted Value Downtown Downtown Downtown
Ending Principal Interest Principal Interest Total
(Dec. 1) Debt Service
2006 - $ 664,733.33 - $ 355,000.00 $1,880,440.63 $ 2,900,173.96
2007 - 676,000.00 - 335,000.00 1,895,450.00 2,906,450.00
2008 - 676,000.00 - 345,000.00 1,879,202.50 2,900,202.50
2009 - 676,000.00 - 360,000.00 1,862,366.50 2,898,366.50
2010 - 676,000.00 - 380,000.00 1,844,420.50 2,900,420.50
2011 - 676,000.00 - 400,000.00 1,825,363.50 2,901,363.50
2012 - 676,000.00 - 415,000.00 1,805,203.50 2,896,203.50
2013 - 676,000.00 - 435,000.00 1,784,121.50 2,895,121.50
2014 - 676,000.00 - 465,000.00 1,761,893.00 2,902,893.00
2015 - 676,000.00 - 485,000.00 1,737,945.50 2,898,945.50
2016 - 676,000.00 - 510,000.00 1,712,968.00 2,898,968.00
2017 - 676,000.00 - 540,000.00 1,684,714.00 2,900,714.00
2018 $3,785,000.00 676,000.00 - 10,185,000.00 1,654,798.00 16,300,798.00
2019 5,108,339.00 486,750.00 $4,916,661.00 4,700,000.00 1,090,549.00 16,302,299.00
2020 - 486,750.00 14,985,000.00 830,169.00 16,301,919.00
2021 7,227,138.70 486,750.00 8,5687,861.30 - - 16,301,750.00
2022 6,836,191.90 486,750.00 8,978,808.10 - - 16,301,750.00
2023 6,438,602.80 486,750.00 9,376,397.20 - - 16,301,750.00
2024 6,090,830.95 486,750.00 9,724,169.05 - - 16,301,750.00
2025 5,758,557.80 486,750.00 10,056,442.20 - - 16,301,750.00
2026 5,452,221.25 486,750.00 10,362,778.75 - - 16,301,750.00
2027 5,160,276.35 486,750.00 10,654,723.65 - - 16,301,750.00
2028 4,871,178.15 486,750.00 10,943,821.85 - - 16,301,750.00
2029 4,606,276.90 486,750.00 11,208,723.10 - - 16,301,750.00
2030 4,354,027.65 486,750.00 11,460,972.35 - - 16,301,750.00
2031 5,295,913.40 486,750.00 10,519,086.60 - - 16,301,750.00
2032 3,939,945.40 406,250.00 4,975,054.60 - - 9,321,250.00
2033 3,968,049.20 290,000.00 5,058,843.60 - - 9,316,892.80
2034 4,635,943.10 168,000.00 4,519,056.90 - - 9,323,000.00
TOTAL 83,528,492.55 5,968,733.33 131,343,400.25  34,895,000.00 25,249,605.13 290,985,231.26
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TABLE 2-B

SACRAMENTO CITY FINANCING AUTHORITY

Loan Payment Schedule- Oak Park Loan

2005 TAXABLE TAX ALLOCATION REVENUE BONDS, SERIES A and Series B

SHARE OF SERIES A

SHARE OF SERIES B

Merged Merged Merged Merged Merged
Year Downtown Downtown Accreted Downtown Downtown Downtown
Ending Principal Interest Value Principal Interest Total
(Dec. 1) Debt Service
2006 - $ 343,183.33 - $605,000.00 $ 610,811.03 $1,558,994.36
2007 - 349,000.00 - 615,000.00 592,426.26 1,556,426.26
2008 - 349,000.00 - 650,000.00 562,598.76 1,561,598.76
2009 - 349,000.00 - 675,000.00 530,878.76 1,554,878.76
2010 - 349,000.00 - 710,000.00 497,230.00 1,556,230.00
2011 - 349,000.00 - 745,000.00 461,623.50 1,555,623.50
2012 - 349,000.00 - 785,000.00 424,075.50 1,558,075.50
2013 - 349,000.00 - 820,000.00 384,197.50 1,5563,197.50
2014 - 349,000.00 - 865,000.00 342,295.50 1,556,295.50
2015 - 349,000.00 - 910,000.00 297,748.00 1,556,748.00
2016 $ 890,000.00 349,000.00 - 65,000.00 250,883.00 1,554,883.00
2017 935,000.00 304,500.00 - 70,000.00 247,282.00 1,556,782.00
2018 860,000.00 257,750.00 - 200,000.00 243,404.00 1,561,154.00
2019 - 214,750.00 - 1,115,000.00 232,324.00 1,562,074.00
2020 - 214,750.00 - 1,170,000.00 170,553.00 1,555,303.00
2021 525,527.00 214,750.00 $624,473.00 85,000.00 105,735.00 1,555,485.00
2022 497,099.00 214,750.00 652,901.00 90,000.00 100,890.00 1,555,640.00
2023 2,095,000.00 214,750.00 - 530,000.00 95,760.00 2,935,510.00
2024 2,200,000.00 110,000.00 - 560,000.00 65,550.00 2,935,550.00
2025 841,117.20 - 1,468,882.80 590,000.00 33,630.00 2,933,630.00
TOTAL 8,843,743.20 5,579,183.33 2,746,256.80 11,855,000.00 6,249,895.81 35,274,079.14
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SECURITY FOR THE BONDS

Pledge Under the Indenture

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

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

Loan Agreements

Each Loan is secured by a pledge of and lien on the Tax Revenues allocated and paid to
the Agency with respect to the applicable the Project Area. “Tax Revenues” are defined in the
respective Loan Agreements. See “SECURITY FOR THE LOANS — Tax Revenues”. The
respective Loans are additionally secured by all of the moneys in the applicable Reserve
Account established by each Loan Agreement and held pursuant to the Indenture. See
"APPENDIX A - Summary of Principal Legal Documents - The Indenture," - The Loan Agreement"
and "Reserve Accounts " below.

Reserve Accounts

Pursuant to each Loan Agreement, a Reserve Account will be established for each Loan
(a “Reserve Account”) in an amount equal to the Reserve Requirement to the Loans. The terms
“‘Merged Downtown Reserve Requirement” and “Oak Park Reserve Requirement “ are each
defined in the Indenture to mean, as of the date of any calculation, the lesser of (a) Maximum
Annual Debt Service on the Loan, (b) 10% of the aggregate unpaid principal amount of such
Loan or (iii) 125% of the average annual debt service on the Loan. Each Reserve Account will
be held by the Trustee under the Indenture within the Reserve Fund established by the Indenture,
in trust for the benefit of the Holders of the Bonds. See APPENDIX A — “SUMMARY OF
PRINCIPAL LEGAL DOCUMENTS—Indenture Definitions.” The amounts on deposit in each
Reserve Account shall be maintained at the appropriate Reserve Requirement at all times prior to
the payment of the Loan. Each Reserve Account will be initially funded in the amount of the
applicable Reserve Requirement by crediting thereto a Qualified Reserve Account Credit
Instrument in the form of a reserve account surety bond or reserve account insurance policy
issued by the Bond Insurer. The Merged Downtown Reserve Requirement upon delivery of the
Bonds is $11,842,349.26, and the Oak Park Reserve Requirement upon delivery of the Bonds is
$2,935,550.00.
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All money in the Merged Downtown Reserve Account in the Reserve Fund shall be used
and withdrawn by the Trustee solely for the purpose of paying the interest on or principal of the
Bonds if no other money is available in the Revenue Fund for such purpose and only to the
extent the shortfall in the Revenue Fund is due to the nonpayment of Loan repayments under the
Merged Downtown Loan Agreement. All money in the Oak Park Reserve Account in the
Reserve Fund shall be used and withdrawn by the Trustee solely for the purpose of paying the
interest on or principal of the Bonds if no other money is available in the Revenue Fund for such
purpose and only to the extent the shortfall in the Revenue Fund is due to the nonpayment of
Loan repayments under the Oak Park Loan Agreement.

Under each Loan, the Agency has the right at any time to release funds from a Reserve
Account by satisfying a Reserve Requirement, in whole or in part, by tendering to the Trustee a
Qualified Reserve Account Credit Instrument in an amount not less than the amount so to be
released, provided that the amount on deposit in the applicable Reserve Account after such
substitution, taking into consideration all cash and all Qualified Reserve Account Credit
Instruments on deposit therein, is equal to or greater than the applicable Reserve Requirement.
See APPENDIX A — “SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—Loan Agreements.” For a
description of outstanding Parity Debt and the funding of the portion of the respective Reserve
Requirements applicable thereto, see “SECURITY FOR THE LOANS---Outstanding Parity Debt”

SECURITY FOR THE LOANS
Tax Allocation Financing

The Redevelopment Law provides a means for financing redevelopment projects based
upon an allocation of property taxes collected within a project area. The taxable valuation of
taxable property within a project area last equalized prior to adoption of the redevelopment plan,
or base roll, is established and, except for any period during which such taxable valuation drops
below the base year level, the taxing agencies thereafter receive the taxes produced by the levy
of the then current tax rate upon the base roll. Subject to certain exceptions, taxes collected
upon any increase in taxable valuation of taxable property within a project area over the base
roll are allocated to a redevelopment agency and may be pledged by a redevelopment agency to
the repayment of any indebtedness incurred in financing or refinancing a redevelopment project,
including low and moderate income housing projects. Redevelopment agencies themselves have
no authority to levy property taxes and must look specifically to the allocation of such taxes
produced as above indicated.

Allocation of Taxes

As provided in the redevelopment plan for each Project Area (the "Redevelopment Plan"),
and pursuant to Article 6 of Chapter 6 of the Redevelopment Law (commencing with Section
33670 of the California Health and Safety Code) and Section 16 of Article XVI of the Constitution
of the State of California, taxes levied upon taxable property in the Project Area each year by or
for the benefit of the State of California and any city, county, city and county, district or other
public corporation (herein collectively referred to as “taxing agencies”) for each fiscal year
beginning after the effective date of the ordinance approving the applicable Redevelopment Plan,
are divided as follows:

1. To other taxing agencies: That portion of the taxes which would be produced
by the rate upon which the tax is levied each year by or for each of the 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
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by such taxing agency last equalized prior to the effective date of the ordinance
approving the applicable Redevelopment Plan (the “Base Year Amount”) shall be allocated
to and when collected shall be paid into the funds of the respective taxing agencies in the
same manner as taxes by or for the taxing agencies on all other property are paid; and

2. To the Agency: Except for taxes which are attributable to a tax rate levied by
a taxing agency for the purpose of producing revenues to repay bonded indebtedness
approved by the voters of the taxing agency on or after January 1, 1989, which shall be
allocated to and when collected shall be paid to the respective taxing agency, that portion
of the levied taxes each year in excess of the Base Year Amount shall be paid into a
special fund of the Agency to pay the principal of and interest on bonds, loans, moneys
advanced to, or indebtedness (whether funded, refunded, assumed, or otherwise)
incurred by the Agency to finance or refinance, in whole or in part, the Project Area.

Tax Revenues

The term "Tax Revenues" as defined in each Loan Agreement means 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 excluding (i) all other amounts required
to be deposited in the Low and Moderate Income Housing Fund, (ii) 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) amounts payable
by the Agency pursuant to Sections 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 to the payment of all Parity Debt, and (iv) amounts payable by the
Agency pursuant to the Tax Sharing Agreements, except and to the extent that any such tax
revenues are released from the pledge contained therein or are payable on a basis subordinate
to the payment of the Loan and to the payment of all Parity Debt.

For a description of payments to be made pursuant to Sections 33607.5 and 33607.7 of
the Law, see "APPENDIX B—FISCAL CONSULTANT’'S REPORT—SECTION F—ADJUSTMENTS
AND LIENS ON TAX INCREMENT—TAX SHARING PAYMENTS". As of the date hereof, there are
no Tax Sharing Agreements applicable to the Project Areas.

Each Loan is secured by and payable from the Tax Revenues from the applicable Project
Area and the amounts held in the applicable Reserve Account established by the related Loan
Agreement and held under the Indenture.

The Agency’s receipt of Tax Revenues is subject to certain limitations (“Plan Limits”)
contained in the applicable Redevelopment Plans on the number of dollars of taxes which may be
divided and allocated to the Agency pursuant to the Redevelopment Plan, as such limitation is
prescribed by Section 33333.4 of the Redevelopment Law.

The Agency has covenanted in the Loan Agreements to comply with all requirements of
law to insure the allocation and payment to it of the Tax Revenues, including without limitation,
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the timely filing of any necessary statements of indebtedness with appropriate officials of the
County.

The Agency has 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 principal and interest on the Loans.
Likewise, broadened property tax exemptions could have a similar effect. See “RISK FACTORS”
and “LIMITATIONS ON TAX REVENUES AND POSSIBLE SPENDING LIMITATIONS” herein.

Outstanding Parity Debt
Merged Downtown Project

The Authority has previously issued its 1993 Taxable Tax Allocation Revenue Bonds,
Series A (Merged Downtown Sacramento, Alkali Flat, Del Paso Heights and Oak Park
Redevelopment Project Areas) and its 1993 Tax Allocation Bonds, Series B (Merged Downtown
Sacramento, Alkali Flat, Del Paso Heights and Oak Park Redevelopment Project Areas) for the
purpose of, among other things, making a loan (the “1993 Loan”) to the Agency under that
certain Merged Downtown Sacramento Loan Agreement (the “1993 Loan Agreement”), dated as
of May 1, 1993, between the Agency and the Authority. The Agency has previously issued
$37,330,000 Redevelopment Agency of the City of Sacramento Merged Downtown Sacramento
Redevelopment Project Tax Allocation Bonds, Series 1998 A (the “1998 A Bonds”) and
$13,080,000 Redevelopment Agency of the City of Sacramento Merged Downtown Sacramento
Redevelopment Project Tax Allocation Bonds, Series 1998 B (the “1998 B Bonds”), pursuant to
the respective Indenture and Fiscal Agent Agreements, each dated as of April 1, 1998, and
$17,985,000 Redevelopment Agency of the City of Sacramento Merged Downtown Sacramento
Redevelopment Project Tax Allocation Bonds, Series 1998 C (the “1998 C Bonds”) pursuant to an
Indenture and Fiscal Agent Agreement, dated as of July 1, 1998. The Agency has also issued its
$22,065,000 principal amount of Redevelopment Agency of the City of Sacramento Merged
Downtown Sacramento Redevelopment Project Tax Allocation Bonds, Series 2000 A (the “2000
A Bonds” ) pursuant to an Indenture and Fiscal Agent Agreement, dated as of October 1, 2000,
and has borrowed money from the Authority (the “2002 Loan”) pursuant to the Downtown
Merged Loan Agreement, dated as of July 1, 2002, between the Agency and the Authority. The
outstanding unpaid amounts of the foregoing Agency obligations are Parity Debt under the
Merged Downtown Loan Agreement payable from Tax Revenues allocable to the Merged
Downtown Project on a parity with the Merged Downtown Loan. The outstanding unpaid
amounts of the foregoing Agency obligations are as follows:

Initial Outstanding Balance

Obligation Principal Amount As of November 2, 2005
1993 Loan $17,958,219 $15,652,918*
1998A Bonds 37,330,000 30,830,000
1998B Bonds 13,080,000 9,565,000
1998C Bonds 17,985,000 17,200,000
2000A Bonds 22,065,000 4,715,000
2002 Loan 26,815,000 21,270,000

* This represents the initial principal value of the outstanding capital appreciation bonds, with a value at
maturity of $55,380,000.

The Agency funded the reserve requirement for the 1993 Loan by providing a Qualified

Reserve Account Credit Instrument issued by Municipal Bond Investors Assurance Corporation
(“MBIA”). The Agency funded the reserve requirements established for the 1998 A Bonds, the
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1998 B Bonds, the 1998 C Bonds, the 2000 A Bonds and one half of the reserve requirement for
the 2002 Loan Agreement by providing Qualified Reserve Account Credit Instruments issued by
Financial Assurance Security Inc. (“Financial Security”). The balance of the reserve for the 2002
Loan was funded with 2002 Loan proceeds. The Reserve Requirement in the amount of
$11,842,349.26 allocable to the Merged Downtown Loan will be funded by providing an
additional Qualified Reserve Account Credit Instrument issued by Financial Guaranty. See
“APPENDIX | - Specimen Municipal Bond Debt Service Reserve Insurance Policy” herein.

Pursuant to the Qualified Reserve Account Credit Instrument issued by MBIA, MBIA
unconditionally and irrevocably guarantees the full and complete payment of amounts that are to
be applied from the Reserve Account to payment of the 1993 Loan. Pursuant to the Qualified
Reserve Account Credit Instruments issued by Financial Security, Financial Security guarantees
the full and complete payment of amounts that are to be applied from the Reserve Accounts to
the payment of the 1998 A Bonds, the 1998 B Bonds, the 1998 C Bonds, the 2000 A Bonds and
the 2002 Loan Agreement. To the extent that the Reserve Account has been funded with a
combination of cash and a Qualified Reserve Account Credit Instrument, then all such cash shall
be completely used before any demand is made on such Qualified Reserve Account Credit
Instrument, and replenishment of the Qualified Reserve Account Credit Instruments and accrued
interest related to draws thereunder, shall be made on a pro rata basis prior to any
replenishment of any such cash. If the Reserve Account is funded, in whole or in part, with
more than one Qualified Reserve Account Credit Instrument, then any draws made against such
Qualified Reserve Account Credit Instruments shall be made pro-rata.

Oak Park Project

The Authority has previously issued its 1999 Capital Improvement Revenue Bonds (Solid
Waste and Redevelopment Projects) (the “1999 Bonds”) and used a portion of the proceeds to
make a loan in the principal amount of $17,855,000 (the “1999 Loan”) to the Agency pursuant to
a Loan Agreement, dated as of December 1, 1999, by and between the Authority and the
Agency (the “1999 Loan Agreement”). The 1999 Loan is currently outstanding in the principal
amount of $15,405,000. The 1999 Loan Agreement is on a parity with the Oak Park Loan
Agreement and is payable on such parity from Tax Revenues allocable to the Oak Park Project.

The Agency funded the reserve requirement established for the 1999 Loan by a cash
deposit from a portion of the proceeds of the 1999 Loan. The Reserve Requirement in the amount
of $2,935,550.00 allocable to the Oak Park Loan will be funded by providing a Qualified Reserve
Account Credit Instrument issued by the Insurer. See “APPENDIX |_ - Specimen Municipal Bond
Debt Service Reserve Insurance Policy” herein.

Issuance of Additional Debt

Issuance of Parity Debt. In addition to the Loans, the Agency may issue or incur Parity
Debt payable from Tax Revenues generated by a Project Area if, among other conditions, the
Tax Revenues received or estimated to be received for the then current fiscal year (i) calculated
using a tax rate of one percent, (ii) based on the most recent taxable valuation of property in the
Project Area as evidenced by the records of the Agency and as adjusted to give effect to
certain construction which has not yet been reflected on the property tax rolls, (iii) inclusive of
Additional Revenues but exclusive of investment earnings and payments, subventions and
certain other amounts, shall be at least equal to one hundred twenty-five percent (125%) of
Maximum Annual Debt Service with respect to the Merged Downtown Project and one hundred
thirty percent (130%) of Maximum Annual Debt Service with respect to the Oak Park Project
(reducing to one hundred twenty-five percent (125%) at such time as no 1999 Bonds are
outstanding), 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. “Additional
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Revenues” is defined in each of the Loan Agreements as 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. See APPENDIX A — “SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—Loan
Agreements—Parity Debt.”

Parity Debt issued solely to refund all or any portion of a Loan or any Parity Debt need not
satisfy the above requirement, 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 proposed to be refunded. In addition, in no event shall the
aggregate amount of the principal of and interest on the applicable Loan, any Parity Debt and any
Subordinate Debt coming due and payable following the issuance of any Parity Debt 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. See APPENDIX A — “SUMMARY OF
PRINCIPAL LEGAL DOCUMENTS—Loan Agreements—Parity Debt.”

Limitation on Superior Debt. |In each Loan Agreement, the Agency covenants that,
so long as the 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 which is superior
to the lien established under the Loan Agreement for the security of the Loan.

Subordinate Debt. The Agency may issue or incur any loans, advances or
indebtedness (“Subordinate Debt”) which are either: (a) payable from, but not secured by a
pledge of or lien upon, the Tax Revenues from a Project Area; 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 for the security of the applicable Loan 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;

(i) The aggregate amount of the principal and interest on the applicable 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
Project Area Plan Limit to be allocated and paid to the Agency following the issuance or
incurrence of such Subordinate Debt; and

(iii) 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 the applicable
Loan Agreement have been satisfied.
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BOND INSURANCE AND RESERVE POLICY

The Insurer has supplied the following information for inclusion in this Official Statement.
No representation is made by the Authority as to the accuracy or completeness of this information.

Payments Under the Policy

Concurrently with the issuance of the Bonds, Financial Guaranty Insurance Company,
doing business in California as FGIC Insurance Company (“Financial Guaranty” or the "Insurer")
will issue its Municipal Bond New Issue Insurance Policy for the Bonds (the “Policy”). The Policy
unconditionally guarantees the payment of that portion of the principal or Accreted Value (if
applicable) of and interest on the Bonds which has become due for payment, but shall be unpaid
by reason of nonpayment by the Authority. Financial Guaranty will make such payments to U.S.
Bank Trust National Association, or its successor as its agent (the "Fiscal Agent"), on the later of
the date on which such principal, Accreted Value or interest (as applicable) is due or on the
business day next following the day on which Financial Guaranty shall have received notice (in
accordance with the terms of the Policy) from an owner of the Bonds or the Trustee of the
nonpayment of such amount by the Authority. The Fiscal Agent will disburse such amount due on
any Bond to its owner upon receipt by the Fiscal Agent of evidence satisfactory to the Fiscal
Agent 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 Financial Guaranty. 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 jurisdiction.

Once issued, the Policy is non-cancellable by Financial Guaranty. The Policy covers failure
to pay principal (or Accreted Value, if applicable) of the Bonds on their stated maturity dates and
their mandatory sinking fund redemption dates, and not on any other date on which the Bonds may
have been otherwise called for redemption, accelerated or advanced in maturity. The Policy also
covers the failure to pay interest on the stated date for its payment. In the event that payment of
the Bonds is accelerated, Financial Guaranty will only be obligated to pay principal (or Accreted
Value, if applicable) and interest in the originally scheduled amounts on the originally scheduled
payment dates. Upon such payment, Financial Guaranty will become the owner of the Bond,
appurtenant coupon or right to payment of principal or interest on such Bond and will be fully
subrogated to all of the rights of the owners of the Bonds thereunder.

The Policy does not insure any risk other than Nonpayment by the Authority, as defined in
the Policy. Specifically, the Policy does not cover: (i) payment on acceleration, as a result of a call
for redemption (other than mandatory sinking fund redemption) or as a result of any other
advancement of maturity; (ii) payment of any redemption, prepayment or acceleration premium; or
(iii) nonpayment of principal (or Accreted Value, if applicable) or interest caused by the insolvency
or negligence or any other act or omission of the trustee or paying agent, if any.

As a condition of its commitment to insure the Bonds, Financial Guaranty may be granted
certain rights under the Indenture. The specific rights, if any, granted to Financial Guaranty in
connection with its insurance of the Bonds may be set forth in the description of the principal legal
documents appearing elsewhere in this Official Statement, and reference should be made thereto.
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The Reserve Policies

Concurrently with the issuance of the Bonds, Financial Guaranty will also issue two
separate Municipal Bond Debt Service Reserve Fund Policies (each, a “Reserve Policy”), one for
each Loan. The Reserve Policy unconditionally guarantees the payment of that portion of the
principal or Accreted Value (if applicable) of and interest on the Bonds which has become due for
payment, but shall be unpaid by reason of nonpayment by the Authority. Financial Guaranty will
make such payments to the Trustee for the Bonds 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 Financial Guaranty shall have received telephonic or telegraphic notice subsequently
confirmed in writing or written notice by registered or certified mail from the Trustee of the
nonpayment of such amount by the Authority. 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 jurisdiction.

The Reserve Policy is non-cancellable and the premium will be fully paid at the time of
delivery of the Bonds. The Reserve Policy covers failure to pay principal or Accreted Value (if
applicable) of the Bonds on their respective stated maturity dates, or dates on which the same
shall have been called for mandatory sinking fund redemption, and not on any other date on which
the Bonds may have been accelerated, and covers the failure to pay an installment of interest on
the stated date for its payment. The Reserve Policy shall terminate on the earlier of the scheduled
final maturity date of the Bonds or the date on which no Bonds are outstanding under the
Indenture.

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

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

The Policy and the Reserve Policy are not covered by the California Insurance Guaranty
Association (California Insurance Code, Article 14.2).

Financial Guaranty Insurance Company

Financial Guaranty, a New York stock insurance corporation, is a direct, wholly-owned
subsidiary of FGIC Corporation, a Delaware corporation, and provides financial guaranty
insurance for public finance and structured finance obligations. Financial Guaranty is licensed to
engage in financial guaranty insurance in all 50 states, the District of Columbia, the U.S. Virgin
Islands, the Commonwealth of Puerto Rico and, through a branch, in the United Kingdom.

On December 18, 2003, an investor group consisting of The PMI Group, Inc. (“PMI”),
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affiliates of The Blackstone Group L.P. (“Blackstone”), affiliates of The Cypress Group L.L.C.
(“Cypress”) and affiliates of CIVC Partners L.P. (“CIVC”) acquired FGIC Corporation (the “FGIC
Acquisition”) from a subsidiary of General Electric Capital Corporation (“GE Capital”). PM,
Blackstone, Cypress and CIVC acquired approximately 42%, 23%, 23% and 7%, respectively, of
FGIC Corporation’s common stock. FGIC Corporation paid GE Capital approximately $284.3 million
in pre-closing dividends from the proceeds of dividends it, in turn, had received from Financial
Guaranty, and GE Capital retained approximately $234.6 million in liquidation preference of FGIC
Corporation’s convertible participating preferred stock and approximately 5% of FGIC Corporation’s
common stock. Neither FGIC Corporation nor any of its shareholders is obligated to pay any debts
of Financial Guaranty or any claims under any insurance policy, including the Policy, issued by
Financial Guaranty.

Financial Guaranty is subject to the insurance laws and regulations of the State of New
York, where it is domiciled, including Article 69 of the New York Insurance Law (“Article 69”), a
comprehensive financial guaranty insurance statute. Financial Guaranty is also subject to the
insurance laws and regulations of all other jurisdictions in which it is licensed to transact
insurance business. The insurance laws and regulations, as well as the level of supervisory
authority that may be exercised by the various insurance regulators, vary by jurisdiction, but
generally require insurance companies to maintain minimum standards of business conduct and
solvency, to meet certain financial tests, to comply with requirements concerning permitted
investments and the use of policy forms and premium rates and to file quarterly and annual
financial statements on the basis of statutory accounting principles (“SAP”) and other reports. In
addition, Article 69, among other things, limits the business of each financial guaranty insurer,
including Financial Guaranty, to financial guaranty insurance and certain related lines.

For the nine months ended September 30, 2005, and the years ended December 31, 2004,
and December 31, 2003, Financial Guaranty had written directly or assumed through reinsurance,
guaranties of approximately $58.5 billion, $59.5 billion and $42.4 billion par value of securities,
respectively (of which approximately 55%, 56% and 79%, respectively, constituted guaranties of
municipal bonds), for which it had collected gross premiums of approximately $312.5 million,
$323.6 million and $260.3 million, respectively. For the nine months ended September 30, 2005,
Financial Guaranty had reinsured approximately 7.8% of the risks it had written.

As of September 30, 2005, Financial Guaranty had net admitted assets of approximately
$3.401 billion, total liabilities of approximately $2.246 billion, and total capital and policyholders’
surplus of approximately $1.155 billion, determined in accordance with statutory accounting
practices prescribed or permitted by insurance regulatory authorities.

The unaudited financial statements of Financial Guaranty as of September 30, 2005, the
audited financial statements of Financial Guaranty as of December 31, 2004, and the audited
financial statements of Financial Guaranty as of December 31, 2003, which have been filed with
the Nationally Recognized Municipal Securities Information Repositories (‘NRMSIRs”), are hereby
included by specific reference in this Official Statement. Any statement contained herein under
the heading “BOND INSURANCE AND RESERVE POLICY,” or in any documents included by specific
reference herein, shall be modified or superseded to the extent required by any statement in any
document subsequently filed by Financial Guaranty with such NRMSIRs, and shall not be deemed,
except as so modified or superseded, to constitute a part of this Official Statement. All financial
statements of Financial Guaranty (if any) included in documents filed by Financial Guaranty with
the NRMSIRs subsequent to the date of this Official Statement and prior to the termination of the
offering of the Bonds shall be deemed to be included by specific reference into this Official
Statement and to be a part hereof from the respective dates of filing of such documents.
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Financial Guaranty also prepares quarterly and annual financial statements on the basis of
generally accepted accounting principles. Copies of Financial Guaranty’s most recent GAAP and
SAP financial statements are available upon request to: Financial Guaranty Insurance Company,
125 Park Avenue, New York, NY 10017, Attention: Corporate Communications Department.
Financial Guaranty’s telephone number is (212) 312-3000.

Financial Guaranty’s Credit Ratings

The financial strength of Financial Guaranty is rated “AAA” by Standard & Poor’s, a
Division of The McGraw-Hill Companies, Inc., “Aaa” by Moody’s Investors Service, and “AAA” by
Fitch Ratings. Each rating of Financial Guaranty should be evaluated independently. The ratings
reflect the respective ratings agencies’ current assessments of the insurance financial strength of
Financial Guaranty. Any further explanation of any rating may be obtained only from the
applicable rating agency. These ratings are not recommendations to buy, sell or hold the Bonds,
and are subject to revision or withdrawal at any time by the rating agencies. Any downward
revision or withdrawal of any of the above ratings may have an adverse effect on the market
price of the Bonds. Financial Guaranty does not guarantee the market price or investment value of
the Bonds nor does it guarantee that the ratings on the Bonds will not be revised or withdrawn.

Neither Financial Guaranty nor any of its affiliates accepts any responsibility for
the accuracy or completeness of the Official Statement or any information or
disclosure that is provided to potential purchasers of the Bonds, or omitted from
such disclosure, other than with respect to the accuracy of information with respect
to Financial Guaranty or the Policy under the heading “BOND INSURANCE AND RESERVE
POLICY.” In addition, Financial Guaranty makes no representation regarding the
Bonds or the advisability of investing in the Bonds.

THE AUTHORITY

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

The Agency was activated on September 27, 1950, by Ordinance No. 3320 of the City
Council pursuant to the Community Redevelopment Law of California, now codified as Part 1 of
Division 24 of the State of California Health and Safety Code. The City Council has designated
itself as the Agency.

Resumes of certain key Agency staff are set forth below.

Anne Moore, Executive Director. Ms. Moore has been the Executive Director of the
Agency since November 1998 and has been with the Agency for the last twenty 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 done course work towards a Masters in 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 thirty years of experience in Sacramento area local government. He holds a
Master of Arts degree from the California State University, Sacramento, and a Bachelor of Arts
degree from the University of California, Berkeley.

Dana W. Phillips, General Counsel. Mr. Philips 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.

Powers and Duties

The Agency is charged with the responsibility of eliminating blight within the
redevelopment project areas through the process of redevelopment. Generally, this process
culminates when the Agency disposes of land for development by the private sector. Before
this can be accomplished, the Agency must complete the process of acquiring and assembling
the necessary sites, relocating residents and businesses, demolishing the deteriorated
improvements, grading and preparing the sites for purchase by development and providing for
ancillary off-site improvements.

All powers of the Agency are vested in its nine members. The Agency exercises
governmental functions in carrying out projects and has sufficiently broad authority to acquire,
develop, administer and sell or lease property, including the right of eminent domain and the right
to borrow moneys and to issue bonds, notes and other evidences of indebtedness and expend
their proceeds.
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Fiscal Consultant’s Report

In connection with the issuance of the Bonds, the Authority has engaged Fraser &
Associates, Roseville, California (the “Fiscal Consultant”) to prepare a Fiscal Consultant Report
dated October, 2005. See “APPENDIX B — FISCAL CONSULTANT’S REPORT".

THE MERGED DOWNTOWN REDEVELOPMENT PROJECT

The Merged Downtown Sacramento Redevelopment Project was established by the
adoption on June 17, 1986 of Ordinance Nos. 86-063, 86-064, 86-065, 86-066, and 86-067 upon
the completion of a two-year process to merge and add land to the Merged Downtown Project.
The Merged Downtown Project includes approximately 430 acres encompassing the central
business district (approximately 109 City blocks) and the adjacent portion of the Sacramento
River. The Merged Downtown Project contains tourist, commercial offices, retail and residential
land uses and is adjacent to the State Capitol and other State office buildings.

The Agency’s principal objectives in the Merged Downtown Project are to provide for the
development of projects which will revitalize blighted areas by strengthening retail and other
commercial activities by providing for the improvement and development of cultural and public
amenities. The Agency also seeks to expand and enhance the community’s supply of housing,
including low and moderate income housing.

The following table shows land use in the Merged Downtown Project by assessed value
as of fiscal year 2005-06.

TABLE 3
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Merged Downtown Redevelopment Project Area
Land Use by Assessed Valuation, Fiscal Year 2005-06

Taxable Parcels Taxable Value % of Total

Residential 258 $ 106,262,132 5.06%
Commercial 388 1,602,647,160 76.39
Industrial 20 9,138,626 0.44
Vacant Land 43 32,744,360 1.56
Other 180 206,738,290 9.85
Total Secured 889 1,957,530,568 93.30
Unsecured/State Assessed 140,531,781 6.70

Grand Total $2,098,062,349 100.00%

Source: Fraser & Associates
Plan Limitations

By Ordinance No. 2005-022, adopted March 15, 2005, the City Council approved an
amendment to the Merged Downtown Redevelopment Plan that increased the tax increment limit
(the “Plan Limit”) and bonded indebtedness limit (the “Bond Limit") and extended certain time limits
for the Merged Downtown Project. The Agency established a new cumulative Plan Limit of
$2.278 billion and a Bond Limit of $886 million for the Merged Downtown Project. The new Plan
Limit is from the effective date of the merger, July 17, 1986. Through the 2004-05 fiscal year,
the Agency has received approximately $280.6 million in tax increment revenues since the
merger. Based on the Fiscal Consultant’s projections shown herein on Table 10, the Agency is
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unlikely to reach the Plan Limit by the end of the period to receive tax increment. The Agency
has covenanted in each of the Loan Agreements to annually review the total amount of Tax
Revenues remaining available to be received by the Agency under the applicable Plan Limit, as
well as future cumulative annual payments on the Merged Downtown Loan, any Parity Debt and
any other obligation of the Agency payable from Tax Revenues. The Agency will not accept 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 Plan Limit to fall below the remaining
cumulative debt service, except for the purpose of depositing such Tax Revenues in escrow for
future Merged Downtown Loan or Parity Debt payments or to prepay the Merged Downtown
Loan or Parity Debt.

By ordinances adopted on September 23, 2003, the City Council pursuant to Senate Bill
211, Chapter 741, Statutes 2001 (“SB 211”), deleted the time limitations on the incurrence of
loans, advances and indebtedness applicable to the Merged Downtown Project. By ordinances
adopted on November 13, 2003, pursuant to Senate Bill 1045, Chapter 290, Statutes 2003 (SB
“1045”), the City Council extended for one year the Redevelopment Plan's effectiveness and the
period for receiving tax increment revenues.

The City Council amended the Redevelopment Plan for the Merged Downtown Project
pursuant to Senate Bill 1096, Chapter 211, Statutes 2004 (“SB 1096”). SB 1096 required
redevelopment agencies to shift funds to the Educational Revenue Augmentation Fund (ERAF) in
2004-05 and 2005-06. Under certain conditions, redevelopment agencies can amend their
redevelopment plans to extend the plan effectiveness and tax increment receipt dates by one
year for each year that an ERAF payment is made. The City Council extended the relevant time
limits by one year for the ERAF payment made in 2004-05, and by one additional year for the
ERAF payment to be made in fiscal year 2005-06. The time limits for Redevelopment Plan
effectiveness and debt repayment shown below include the additional extensions.

TABLE 4
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Merged Downtown Redevelopment Project Area
Time Limits

Debt Plan Debt
Project Establishment Effectiveness Repayment
2A Deleted 1/01/2022 1/1/2032
3 Deleted 1/01/2022 1/1/2032
4 Deleted 1/01/2022 1/1/2032
4A Deleted 1/01/2022 1/1/2032
8 Deleted 7/20/2025 7/20/2035

Source: Fraser & Associates
Major Property Owners

The following table lists the ten largest payers of secured property taxes in the Merged
Downtown Project for fiscal year 2005-06. The aggregate assessed value of the top ten

secured property taxpayers accounts for approximately 42.7% of the total secured assessed
value of $2,098,062,349 of the Merged Downtown Project for fiscal year 2005-06.
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TABLE 5
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Merged Downtown Redevelopment Project Area
Top Ten Taxable Property Owners
Fiscal Year 2005-06

2005-06 % % of
Assessee Type of Use Secured of Total Incremental
Value Value @ Value @
EOP 400 Capitol Mall LLC Wells Fargo-Office $143,438,589 6.84% 7.52%
Downtown Plaza LLC Downtown Plaza 135,920,491 6.48 7.13
SRI Six USBP LLC ¥ U.S. Bank-Office 116,532,186 5.55 6.11
Sacramento Hotel Corporation ® Sheraton Grand Hotel 90,228,369 4.30 4.73
VV USA City LP 300 Capitol Mall-Office 76,896,346 3.67 4.03
California Hospital Association Esquire Plaza-Office 74,510,441 3.55 3.91
1415 L State Partners LLC Meridian-Office 70,000,000 3.34 3.67
Rubicon NGP Sacramento California LLC Office 67,013,766 3.19 3.51
Capitol Regency LLC Hyatt Hotel 66,491,509 3.17 3.49
NNN 801 K Street 23 LLC © Renaissance Tower-Office 56,344,961 2.69 2.95
Total $897,376,658 42.77% 47.06%

(1) Based on ownership of locally-assessed secured property; none of these taxpayers had any unsecured
value on the roll.

(2) Based on 2005-06 Merged Downtown Project taxable value of $2,098,062,349.

(3) Based on 2005-06 Merged Downtown Project taxable value of $1,907,240,893.

(4) This property recently sold at a reported price of $159 million per the Sacramento Business Journal.

(5) This parcel has an appeal pending.

(6) This property recently sold at a reported price of $79 million per the Sacramento Business Journal.

Source: Fraser & Associates

Following is a brief description of the four largest property owners in the Merged
Downtown Project.

Wells Fargo Building. The 30-story tower features more than 502,000 square feet of
Class A office space owned by Equity Office Properties Trust, one of the nation’s largest office
building owner and managers and one of the largest real estate investment trusts in the USA.
Major tenants include Wells Fargo Bank’s corporate offices and several large, regional law firms
including Orrick, Herrington & Suttcliffe LLP and Weintraub Genshlea and Chediak, KPMG, and
Perry Smith Accounting. The project has a 98% occupancy level.

Downtown Plaza. The property is owned by Westfield Corporation, based in Los
Angeles and Australia. The outdoor mall was renovated in 1993-1994 to provide a state-of-the-
art shopping experience including 1.2 million square feet of entertainment related-retail, dining,
and major department stores, as well as office. Anchor tenants: Macy’s (Men’s, Women’s and
Home Furniture), Century Theatres and Hard Rock Café. Plans are currently underway for the
relocation and expansion of Century Theatres, the addition of another anchor tenant and new
restaurant space.

US Bank Building. This property was recently purchased from Shorenstein
Properties, based in San Francisco. New property owner information has not yet been
disclosed. The building was completed in 1991 and includes 25 stories and 426,000 square feet
of office space, housing US Bank's corporate offices. Ground floor retail tenants include La
Bou, Starbucks, and a new deli café. The building is adjacent to, and shares public space with,
the City's historic Central Library building.
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Sheraton Grand. This property is owned by the Sacramento Hotel Corporation and
opened in April 2001. The building includes a 28-story, 500-room convention center hotel
operated by Starwood Hotels and Resorts, Inc, as well as a renovated historic building, originally
designed in 1923 by Julia Morgan, that houses the hotel's ballroom, two restaurants, and meeting
space. The building also includes a business center, fitness facilities, valet parking, and car
rental services. The year-to-date occupancy is 80.2% with an average room rate of $129.89
and revenue per available room of $104.20.

Assessment Appeals

Proposition 8 Appeals. Most of the appeals that might be filed in the Merged Downtown
Project would be based on Section 51 of the Revenue and Taxation Code, which requires that
for each lien date the value of real property shall be the lesser of its base year value annually
adjusted by the inflation factor under Article XIlIA of the State Constitution or its full cash value,
taking into account reductions in value due to damage, destruction, depreciation, obsolescence,
removal of property or other factors causing a decline in value. Under California law, property
owners may apply for a reduction of their property tax assessment by filing a written application,
in form prescribed by the State Board of Equalization, with the appropriate county board of
equalization or assessment appeals board. In most cases, the appeal is filed because the
applicant believes that present market conditions (such as residential home prices) cause the
property to be worth less than its current assessed value. These market-driven appeals are
known as Proposition 8 appeals.

Any reduction in the assessment ultimately granted as a Proposition 8 appeal applies to
the year for which application is made and during which the written application was filed. These
reductions are often temporary and are adjusted back to their original values when market
conditions improve. Once the property has regained its prior value, adjusted for inflation, it once
again is subject to the annual inflationary factor growth rate allowed under Article XIlIA. The
State Board of Equalization has approved this reassessment formula and such formula has been
used by county assessors statewide. The reassessment formula was approved by the
California of Appeal, Fourth District, in the recent case of County of Orange et al. v Bezaire,
petition for review to the California Supreme Court denied.

Base Year Appeals. A second type of assessment appeal is called a Base Year appeal,
where the property owners challenge the original (basis) value of their property. Appeals for
reduction in the “base year” value of an assessment, if successful, reduce the assessment for
the year in which the appeal is taken and prospectively thereafter. The base year is determined
by the completion date of new construction or the date of change of ownership. Any base year
appeal must be made within four years of the change of ownership or new construction date.

Appeals in the Merged Downtown Project. Ten property owners in the Merged
Downtown Project have requested reductions in their assessments that total $72.7 milion. The
Fiscal Consultant reports that there have been very few successful appeals in the Downtown
Merged Project between 1999 and 2003. A total of 80 appeals were filed during this time period,
with only two applicants receiving reductions in their assessment. Those appeals averaged a
16 percent reduction in the original assessed value. The Fiscal Consultant made the following
assumptions in regards to the appeals:

* The appeal from CIM Sacramento is on the land value for certain parcels that
were acquired from the Agency at less than fair market value. The Fiscal
Consultant has assumed that CIM would receive a reduction based on 50 percent
of the current tax roll value.
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* The appeal from Sacramento Hotel Corporation is for the Sheraton Grand Hotel.
Discussions with Agency staff indicate that this appeal may be valid, so the Fiscal
Consultant has assumed that the applicant would receive the requested
reduction.

* The Fiscal Consultant has assumed that all of the other appeals will be
unsuccessful.

See “APPENDIX B - FISCAL CONSULTANT'S REPORT - Section D — Assessment
Appeals” for more detailed information regarding pending appeals in the Merged Downtown
Project, and see “RISK FACTORS-REDUCTION IN TAXABLE VALUE” herein.

MERGED DOWNTOWN PROJECT TAX REVENUES
Property Tax Increment

The table below sets forth an historical summary of the Merged Downtown Project’s
taxable valuations. According to information in the Fiscal Consultant’'s report, taxable values have
grown from $1.7 billion in fiscal year 2001-02 to almost $2.1 billion in fiscal year 2005-06. The
total percentage change was 24 percent over the five year period. The average annual
percentage growth in values was 5.61 percent.

Secured taxable values over the five year period increased by more than $420 million.
New development in the Project Area contributed almost half of the increase at $201 million. The
two major new developments were the completion of the Sheraton Grand Hotel (which added
$80 million) and the Embassy Suites Hotel (which added $48 million). Changes of ownership also
added over $86 million in value. The allowable 2 percent inflation adjustment and other smaller
changes of ownership and new investment account for the balance of growth over the past five
years.

Unsecured values between fiscal year 2001-02 and fiscal year 2005-06 have been fairly
stable, although there have been some variances between individual fiscal years. In fiscal year
2001-02, unsecured values were reported at $144.5 million compared to the fiscal year 2005-06
amount of $136 million. Most of the decrease was in personal property values, which depreciate
over time.
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TABLE 6
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Merged Downtown Redevelopment Project Area
Historical Taxable Value "
Fiscal Years 2001-02 through 2005-06

2001-02 2002-03 2003-04 2004-05 2005-06
Locally-Assessed Secured Value $1,536,549,769 $1,662,872,385 $1,787,121,832 $1,899,241,351 $1,957,530,568
Unsecured Value 144,454,061 138,318,571 119,926,654 130,133,475 136,053,302
State-Assessed Value 5,325,466 5,777,173 5,780,672 5,282,345 4,478,479
Total Taxable Value 1,686,329,296 1,806,968,129 1,912,829,158 2,034,657,171 2,098,062,349
Annual Percentage Change n/a 7% 6% 6% 3%
Total Incremental Value ® $1,495,507,840 $1,616,146,673 $1,722,007,702 $1,843,835,715 $1,907,240,893

Total Percentage Change: 24.42%
Average Percentage Change: 5.61%

" Excludes the taxable value of Project 4-A Amendment, which is below its base year value.
@ Taxable Value above base year value of $190,821.456.
Source: Sacramento County Assessor; Fraser & Associates

Tax Increment Receipts

The table below sets forth a four-year history of tax increment receipts in the Merged
Downtown Project. During this period, the average receipts per levy (before supplemental
assessments) was 102.26%; and the average receipts per levy (after supplemental
assessments) was 105.77%.

TABLE 7
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Merged Downtown Redevelopment Project Area
Levy to Receipts
Fiscal Years 2001-02 through 2004-05

2001-02 2002-03 2003-04 2004-05
Levy per County @ $17,885,435 $18,771,392 $19,396,314 $20,455,087
Tax Increment Receipts less Supplements 17,865,245 18,982,842 20,100,770 21,289,321
% of Levy Received 99.89% 101.13% 103.63% 104.08%
Supplements $ 481,886 $ 698,083 $ 705,107 $ 801,014
Total Tax Increment Receipts 18,347,131 19,680,925 20,805,877 22,090,335
% of Levy Received 102.58% 104.85% 107.27% 107.99%
Property Tax Admin. Fee $ 331,683 $ 383,474 $ 327,656 $ 310,044
Net Tax Increment Receipts 18,015,448 19,297,451 20,478,221 21,780,291

) Receipts per Agency.
@ Initial levy reported by Sacramento County.
Source: Sacramento County Assessor; Fraser & Associates
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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. An amendment to the Merged Downtown Redevelopment
Plan triggered a minimum housing set-aside of 30 percent of total tax increment for the Merged
Downtown Project starting in fiscal year 2005-06. See Table 10 for an analysis of housing set-
aside amounts that may be applied to pay the Loan and prior Parity Debt.

Table 8 below sets forth projected Tax Revenues for the fiscal year 2005-06. For
estimated payment coverage on the Loan and all Parity Debt, see Table 11 herein. Although the
Agency believes its assumptions to be reasonable, no assurance can be made that Tax
Revenues will be received in the amounts estimated.

TABLE 8
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Merged Downtown Redevelopment Project Area
Estimate of Incremental Taxable Value
Fiscal Year 2005-06

2005-06 @ Base Incremental
Secured Taxable Value Taxable Value Taxable Value
Land $ 448,741,903
Improvements 1,504,794,685

Personal Property
Gross Secured
Less: Exemptions
Total Secured
SBE Total Value

Unsecured

Land
Improvements
Personal Property
Gross Unsecured
Less: Exemptions
Total Unsecured

29,352,038

1,982,888,626
(25,358,058)

$1,957,530,568
4,478,479

$ 7,047,042
61,426,004
70,026,225

$169,060,848

$1,788,469,720

138,499,271
2,445,969

136,053,302

21,760,608

114,292,694

Total Secured and Unsecured $2,098,062,349 $190,821,456 $1,907,240,893

Tax Increment Revenue @ 19,167,000
Unitary Revenue 2,400,000
Total Estimated Tax Increment Revenues 21,567,000

Adjustments to Tax-Increment Revenues

Less: Property Tax Administrative Charge © 330,000
Less: Housing Set-Aside Revenue 6,470,000
Less: Tax Sharing Payments © 244,905
Tax Revenues $14,522,095

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

(2) Because the total assessed value of Project 4 Amendment Area is below the base year value, such values
have been excluded.

(3) Calculated based on the application of the estimated tax rate for 2005-06.

(4) Based on estimated unitary revenue for 2005-06.

(5) Estimated at 1.53 percent of Total Tax Increment Revenues.

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

Source: Fraser & Associates
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Merged Downtown Project Projected Tax Revenues

The following two tables (Table 9 and Table 10) set forth projected Merged Downtown
Project Tax Revenues for the years indicated. The first table shows a projection of gross tax
increment revenues, and the second table shows a projection of Tax Revenues (after
deductions for County administration fees, housing set-aside and AB 1290 tax sharing
payments.

The projections assume real property values will increase based on a 2 percent inflation
factor. 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 Merged
Downtown Project, and also for recent changes of ownership. Table 6.1 of the Fiscal
Consultant’'s Report (attached hereto as Appendix B) shows the new developments that have
been included, which are further described in the Fiscal Consultant's Report. In addition, taxable
values have been reduced for the impact of assessment appeals and for properties that are
currently included in the reported taxable values, but for which exemptions are typically granted.
For fiscal year 2006-07, the Fiscal Consultant reduced the value of real property for the Merged
Downtown Project $40.4 million for appeals and by $8.9 million for exempt property. See
“Assessment Appeals” above. For the Merged Downtown Project, taxable values for recent
transfers of ownership were increased by $75.1 million in 2006-07.

Furthermore, tax revenues are anticipated to drop beginning in Fiscal Year 2031-32 as
several component areas within the Merged Project Area reach their plan life. See Table 5.2 in
the Fiscal Consultant’'s Report for revenue projections for Subarea 8.

Certain assumptions, as noted in the footnotes to the tables, were used in the preparation
of the projections. Although the Agency believes its assumptions to be reasonable, no
assurance can be made that the Merged Downtown Project Tax Revenues will be received in
the amounts projected. See APPENDIX B — “REPORT OF THE FISCAL CONSULTANT.”

The third table (Table 11) shows estimated coverage on both the housing and non-
housing portions of the Merged Downtown Project Loan and outstanding Parity Debt. The
subordinated debt service of the Merged Downtown Project is also shown for informational
purposes.
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TABLE 9
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Merged Downtown Redevelopment Project Area
Projected Tax Revenue ($’s in thousands)
Fiscal Years 2005-06 through 2034-35

Fiscal Real New Other Total Incremental Tax Unitary
Year Property Development Property Value Value Over Increment Property Total
(1) (2) (3) (4) Base of (5) Tax Revenue Tax Revenue
$190,821 (6)
2005-06 $1,996,652 N/A $101,411 $2,098,062 $1,907,241 $19,167 $2,400 $21,567
2006-07 1,986,269 $87,617 101,411 2,175,296 1,984,475 19,922 2,400 22,322
2007-08 2,115,363 70,838 101,411 2,287,612 2,096,790 21,026 2,400 23,426
2008-09 2,229,925 11,125 101,411 2,342 461 2,151,639 21,556 2,400 23,956
2009-10 2,285,871 - 101,411 2,387,282 2,196,460 21,984 2,400 24,384
2010-11 2,331,588 - 101,411 2,432,999 2,242,178 22422 2,400 24,822
201112 2,378,220 - 101,411 2,479,631 2,288,809 22,888 2,400 25,288
2012-13 2,425,784 - 101,411 2,527,195 2,336,374 23,364 2,400 25,764
2013-14 2,474,300 - 101,411 2,575,711 2,384,889 23,849 2,400 26,249
2014-15 2,523,786 - 101,411 2,625,197 2,434,375 24,344 2,400 26,744
2015-16 2,574,262 - 101,411 2,675,673 2,484,851 24,849 2,400 27,249
2016-17 2,625,747 - 101,411 2,727,158 2,536,336 25,363 2,400 27,763
2017-18 2,678,262 - 101,411 2,779,673 2,588,851 25,889 2,400 28,289
2018-19 2,731,827 - 101,411 2,833,238 2,642,417 26,424 2,400 28,824
2019-20 2,786,464 - 101,411 2,887,875 2,697,053 26,971 2,400 29,371
2020-21 2,842,193 - 101,411 2,943,604 2,752,782 27,528 2,400 29,928
2021-22 2,899,037 - 101,411 3,000,448 2,809,626 28,096 2,400 30,496
2022-23 2,957,018 - 101,411 3,058,428 2,867,607 28,676 2,400 31,076
2023-24 3,016,158 - 101,411 3,117,569 2,926,747 29,267 2,400 31,667
2024-25 3,076,481 - 101,411 3,177,892 2,987,070 29,871 2,400 32,271
2025-26 3,138,011 - 101,411 3,239,422 3,048,600 30,486 2,400 32,886
2026-27 3,200,771 - 101,411 3,302,182 3,111,360 31,114 2,400 33,514
2027-28 3,264,786 - 101,411 3,366,197 3,175,376 31,754 2,400 34,154
2028-29 3,330,082 - 101,411 3,431,493 3,240,671 32,407 2,400 34,807
2029-30 3,396,684 - 101,411 3,498,095 3,307,273 33,073 2,400 35473
2030-31 3,464,617 - 101,411 3,566,028 3,375,207 33,752 2,240 36,152
2031-32 2,049,936 - 54,841 2,104,778 1,950,965 19,510 2,235 21,745
2032-33 2,090,935 - 54,841 2,145,776 1,991,964 19,920 2,235 22,155
2033-34 2,132,754 - 54,841 2,187,595 2,033,783 20,338 2,235 22573
2034-35 2,175,409 - 54,841 2,230,250 2,076,438 20,764 2,235 22,999

(1) Real Property increased by 2 percent per year beginning in 2005-06. The value for 2006-07 has been reduced for open appeals.
(2) See Table 6 of the Fiscal Consultant’s Report "Schedule of New Development".

(3) Includes the value of secured and unsecured personal property and state assessed railroad and non-unitary property.

(4) Because the total assessed value of Project 4 Amendment Area is below base year value, such values have been excluded.
Based on the application of Project Area tax rates to incremental taxable value.

(6) Unitary tax revenue is based on actual amount for 2004-05 and has been held constant.

Source: Fraser & Associates.

-37-



TABLE 10
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Merged Downtown Redevelopment Project Area
Projected Net Tax Revenue ($’s in thousands)
Fiscal Years 2005-06 through 2034-35

Property Net
Fiscal Total Tax Admin Housing Set- AB 1290
Year Tax Revenue!" Fees ? Aside ® Tax Sharing Tax Revenue

2005-06 $21,567 $330 $6,470 $245 $14,522
2006-07 22,322 342 6,696 a7 14,936
2007-08 23,426 358 7,028 49 15,544
2008-09 23,956 367 7,187 569 15,834
2009-10 24384 373 7,315 628 16,068
2010-11 24822 330 7447 639 16,307
2011-12 25,288 387 7,586 751 16,564
2012-13 25,764 3% 7,729 814 16,827
2013-14 26,249 402 7875 878 17,095
2014-15 26,744 409 8,023 999 17,313
2015-16 27,249 417 8,175 1,122 17,535
2016-17 27,763 425 8,329 1,247 17,762
2017-18 28,289 433 8,487 1,375 17,9%4
2018-19 28,824 441 8,647 1,506 18,230
2019-20 29,371 449 8,811 1,639 18471
2020-21 29,928 4538 8,978 1,775 18,716
2021-22 30,496 467 9,149 1914 18,967
2022-23 31,076 475 9,323 2,055 19,223
2023-24 31,667 485 9,500 2,199 19,483
2024-25 32,271 4% 9,681 2,347 19,749
2025-26 32,886 503 9,866 2497 20,020
2026-27 33514 513 10,054 2,650 20,297
2027-28 34,154 523 10,246 2,806 20,579
2028-29 34,807 533 10,442 2,965 20,867
2029-30 35473 543 10,642 3127 21,161
2030-31 36,152 553 10,846 3,293 21,460
2031-32 21,745 333 6,523 2,163 12,725
2032-33 22,155 339 6,646 2,263 12,906
2033-34 22573 345 6,772 2,365 13,090
2034-35 22,999 352 6,900 2,501 13,247

(1) From Table 9.

(2) Reductions for property tax administrative fees charged by Sacramento County pursuant to SB 2557.
(3) Housing set-aside at 30 percent starting in 2005-06.

Source: Fraser & Associates.
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TABLE 11
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Merged Downtown Redevelopment Project Area
Projected Coverage of Loan Payments and Parity Debt
Fiscal Years 2005-06 through 2033-34

\ RDA Debt | \ Housing Debt
Tax All RDA 2005 TABs 2005 TABs  Total 2005 Total Parity RDA Subordinate Housing All Housing 2005 TABs 2005 TABs Total 2005 Total Parity Housing
Year (1) Revenue (2) Parity Debt (3) Series A Series B TABs Debt Service Coverage (4) Debt Service (5) Set-Aside (2) Parity Debt (3) Series A Series B Housing TABs Debt Service Coverage (4)
2006 14,522,000 9,950,031 39,088 1,625,775 1,664,863 11,614,893 125% 2,398,888 6,470,000 3,452,601 625,646 609,666 1,235,311 4,687,912 138%
2007 14,936,000 10,073,097 39,750 1,503,986 1,543,736 11,616,832 125% 2,398,838 6,696,000 3,324,489 636,250 726,465 1,362,715 4,687,204 138%
2008 15,544,000 10,075,129 39,750 1,498,743 1,538,493 11,613,622 125% 2,487,038 7,028,000 3,326,430 636,250 725,460 1,361,710 4,688,139 138%
2009 15,834,000 10,074,477 39,750 1,498,743 1,538,493 11,612,970 125% 2,495,288 7,187,000 3,325,289 636,250 723,624 1,359,874 4,685,163 138%
2010 16,068,000 10,076,104 39,750 1,498,743 1,538,493 11,614,597 125% 2,497,888 7,315,000 3,325,050 636,250 725,678 1,361,928 4,686,977 138%
2011 16,307,000 10,075,167 39,750 1,498,743 1,538,493 11,613,660 125% 2,497,688 7,447,000 3,324,045 636,250 726,621 1,362,871 4,686,916 138%
2012 16,564,000 10,075,221 39,750 1,498,743 1,538,493 11,613,714 125% 2,494,688 7,586,000 3,327,786 636,250 721,461 1,357,711 4,685,496 138%
2013 16,827,000 10,075,084 39,750 1,498,743 1,538,493 11,613,577 125% 2,498,688 7,729,000 3,327,568 636,250 720,379 1,356,629 4,684,197 138%
2014 17,095,000 9,612,949 39,750 1,963,743 2,003,493 11,616,442 125% 2,492,000 7,875,000 3,785,001 636,250 263,150 899,400 4,684,401 138%
2015 17,313,000 9,614,262 39,750 1,959,796 1,999,546 11,613,808 125% 2,489,500 8,023,000 3,786,075 636,250 263,150 899,400 4,685,475 138%
2016 17,535,000 9,614,097 39,750 1,959,818 1,999,568 11,613,665 125% 2,492,000 8,175,000 3,785,940 636,250 263,150 899,400 4,685,340 138%
2017 17,762,000 9,614,083 39,750 1,961,564 2,001,314 11,615,397 125% 2,499,000 8,329,000 3,785,929 636,250 263,150 899,400 4,685,329 138%
2018 17,994,000 - 39,750 11,576,648 11,616,398 11,616,398 125% - 8,487,000 - 4,421,250 263,150 4,684,400 4,684,400 138%
2019 18,230,000 - 6,824,750 4,792,399 11,617,149 11,617,149 125% - 8,647,000 - 3,687,000 998,150 4,685,150 4,685,150 138%
2020 18,471,000 - 39,750 11,577,738 11,617,488 11,617,488 125% - 8,811,000 - 447,000 4,237,431 4,684,431 4,684,431 138%
2021 18,716,000 - 11,614,750 - 11,614,750 11,614,750 125% - 8,978,000 - 4,687,000 - 4,687,000 4,687,000 138%
2022 18,967,000 - 11,614,750 - 11,614,750 11,614,750 125% - 9,149,000 - 4,687,000 - 4,687,000 4,687,000 138%
2023 19,223,000 - 11,614,750 - 11,614,750 11,614,750 125% - 9,323,000 - 4,687,000 - 4,687,000 4,687,000 138%
2024 19,483,000 - 11,614,750 - 11,614,750 11,614,750 125% - 9,500,000 - 4,687,000 - 4,687,000 4,687,000 138%
2025 19,749,000 - 11,614,750 - 11,614,750 11,614,750 125% - 9,681,000 - 4,687,000 - 4,687,000 4,687,000 138%
2026 20,020,000 - 11,614,750 - 11,614,750 11,614,750 125% - 9,866,000 - 4,687,000 - 4,687,000 4,687,000 138%
2027 20,297,000 - 11,614,750 - 11,614,750 11,614,750 125% - 10,054,000 - 4,687,000 - 4,687,000 4,687,000 138%
2028 20,579,000 - 11,614,750 - 11,614,750 11,614,750 125% - 10,246,000 - 4,687,000 - 4,687,000 4,687,000 138%
2029 20,867,000 - 11,614,750 - 11,614,750 11,614,750 125% - 10,442,000 - 4,687,000 - 4,687,000 4,687,000 138%
2030 21,161,000 - 11,614,750 - 11,614,750 11,614,750 125% - 10,642,000 - 4,687,000 - 4,687,000 4,687,000 138%
2031 21,460,000 - 11,614,750 - 11,614,750 11,614,750 125% - 10,846,000 - 4,687,000 - 4,687,000 4,687,000 138%
2032 12,725,000 - 6,629,750 - 6,629,750 6,629,750 127% - 6,573,000 - 2,691,500 - 2,691,500 2,691,500 138%
2033 12,906,000 - 6,626,643 - 6,626,643 6,626,643 127% - 6,696,000 - 2,690,250 - 2,690,250 2,690,250 138%
2034 13,090,000 - 6,629,750 - 6,629,750 6,629,750 127% - 6,821,000 - 2,693,250 - 2,693,250 2,693,250 138%

(1) Pledged Revenues presented on a fiscal year basis, bond debt service presented on the lagging bond year basis. (i.e. debt service due on December 1, 2006 will be paid from FY 2005-06 pledged revenues.)
(2) Based on Fraser & Associates' Table 5.1 and 5.2, October 2005. Note that the plan life for several components of the Merged Downtown area terminate on 1/1/32 so only revenues from Subarea 8 are shown thereafter.
(3) Includes allocable share of 1993 TABs, 1998A TABs, 1998B TABs, 1998C TABs, 2000A TABs, and 2002A TABs.
(4) FY 05-06 Tax Revenues of $14,522,000 and Housing Set-Aside Revenues of $6,470,000 are used for purposes of calculating debt service coverage in years 2006 through 2031.
Only the FY 2005-06 Revenues attributable to Subarea 8 - Tax Revenues of $8,442,000 and Housing Set-Aside of $3,718,000 - are used for purposes of calculating coverage thereafter.
(5) Includes allocable share of 2002 Lease and 2005 Lease.
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THE OAK PARK REDEVELOPMENT PROJECT

The Oak Park Project Area was originally adopted on May 30, 1973, by Ordinance No.
3278. The Redevelopment Plan has been amended six times. Located south of the downtown of
City of Sacramento, the Oak Park Project includes approximately 1,305 acres. The project area
contains primarily residential land uses as well as some retail and medical office uses.

The following table shows land use in the Oak Park Project by assessed value as of
fiscal year 2005-06.

TABLE 12
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Oak Park Redevelopment Project Area
Land Use by Assessed Valuation, Fiscal Year 2005-06

Taxable Parcels Taxable Value % of Total
Residential 4,088 $351,945,756 76.36%
Commercial 222 53,379,918 11.58
Industrial 12 23,715,292 5.15
Vacant Land 405 14,597,753 3.17
Other 195 6,614,779 1.44
Total Secured 4,922 450,253,498 97.69
Unsecured/State Assessed 10,643,869 2.31%
Grand Total $460,897,367 100.00%

Source: Fraser & Associates
Plan Limitations

The Oak Park Redevelopment Plan contains a tax increment limit (“Plan Limit”) and bond
debt limit (“Bond Limit"). The Plan Limit is $172 million and the Bond Limit is $59 million for the Oak
Park Project. Through the 2004-05 fiscal year, the Agency has received approximately $32.3
million in tax increment revenues since the merger. Based on the Fiscal Consultant’s projections
(see “APPENDIX B — Fiscal Consultant’s Report”) the Agency is unlikely to reach the tax
increment limit by the end of the term to receive tax increment. The Agency will not accept 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 Plan Limit to fall below the remaining
cumulative debt service, except for the purpose of depositing such Tax Revenues in escrow for
future Oak Park Loan or Parity Debt payments or to prepay the Oak Park Loan or Parity Debt.

By an ordinance adopted on November 13, 2003, pursuant to SB 1045, the City Council
extended for one year the Redevelopment Plan effectiveness and the period for receiving tax
increment revenues. As with the Merged Project Area, the City Council amended the Oak Park
Redevelopment Plan's effectiveness and tax increment receipt dates by one additional year
pursuant to SB 1096. The time and financial limits for the Project Area, including the additional
extensions per SB 1096, are as follows:
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TABLE 13
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Oak Park Redevelopment Project Area
Time Limits

Debt Establishment 5/29/2013
Plan Effectiveness 5/29/2016
Debt Repayment 5/29/2026
Cumulative Tax Increment $172 million
Bond Debt $ 59 million

Source: Fraser & Associates
Major Property Owners

The following table lists the ten largest payers of secured property taxes in the Oak Park
Project for fiscal year 2005-06. The aggregate assessed value of the top ten secured property
taxpayers accounted for approximately 12.4% of the total secured assessed value of
$460,897,367 of the Oak Park Project for fiscal year 2005-06.

TABLE 14
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Oak Park Redevelopment Project Area
Top Ten Taxable Property Owners
Fiscal Year 2005-06

2005-06 2005-06 2005-06 % of % of
Assessee Type of Use Secured Value Unsecured Total Value " Total Value  Incremental

) Value " @ Value @

Rainbow Baking Company (4) Industrial $18,971,401 $ 0 $18,971,401 4.12% 4.74%
Regents of U C/Camellia Inn Suites Commercial 12,366,118 1,595,764 13,961,882 3.03 349
Stockton/Broadway Partners LP Commercial 4,381,728 0 4,381,728 0.95 1.09
Crestwood Medical Center Hospital Commercial 3,863,549 0 3,863,549 0.84 0.96
Security Public Storage Sacram. Industrial 3,255,550 0 3,255,550 0.71 0.81
Edmar Investments LLC/Walgreens Commercial 2,810,651 0 2,810,651 0.61 0.70
Donald & Virginia Compton Family Trust Commercial 4,026,290 0 4,026,290 0.87 1.01
St. Hope Development Commercial 2,061,770 0 2,061,770 045 0.51
Campbell Taggart Baking Companies Inc. Commercial 1,949,456 0 1,949,456 0.42 049
Fruitridge Printing/Lithograph Unsecured 0 1,779,626 1,779,626 0.39 044

Total $53,686,513 $3,375,390 $57,061,903 12.38% 14.24%

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

(2) Based on 2005-06 Oak Park Project taxable value of $460,897,367.
(3) Based on 2005-06 Oak Park Project taxable value of $400,576,579.
(4) This parcel has an appeal pending.

Source: Fraser & Associates

Assessment Appeals

See “MERGED DOWNTOWN REDEVELOPMENT PROJECT — Assessment Appeals” for a
brief general discussion of the appeals process.

Appeals in the Oak Park Project. Five property owners (including the largest property
owner in the Oak Park Project) have filed appeals that are currently open. In total, they have
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requested reductions of $10.5 million. As with the Merged Project Area, there has been little
appeal activity in the Oak Park Project Area. The one significant appeal that was granted in the
last five years was to Rainbow Baking Company, which received a 39 percent reduction in its
assessed value in fiscal year 2003-04. The appealed value was reversed in fiscal year 2004-
05, and the applicant appealed again. The Fiscal Consultant’'s Report has assumed that Rainbow
Baking would receive the requested reduction, but have not included any other reductions for
the open appeals when preparing tax increment projections.

See “APPENDIX B - FISCAL CONSULTANT'S REPORT - Section D — Assessment
Appeals” for more detailed information regarding pending appeals in the Oak Park Project, and
see “RISK FACTORS” herein.

OAK PARK PROJECT TAX REVENUES

Property Tax Increment

Table 15 below sets forth an historical summary of the Oak Park Project’'s taxable
valuations. According to information in the Fiscal Consultant’s report, taxable values in the Oak
Park Project have grown from $262.2 million in fiscal year 2001-02 to $460.9 million in fiscal year
2005-06. The total percentage change was almost 76 percent over the five year period. The
average annual percentage growth in values was 15 percent.

Secured taxable value growth in the Oak Park Project Area has largely been driven by
numerous small changes of ownership. The Fiscal Consultant’s review showed a total of 499
changes of ownership in the project area, which increased secured value by over $62 million (of
the total $82 million in secured value growth). The average value of the parcels that changed
ownership went from $68,000 to $194,000.

TABLE 15
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Oak Park Redevelopment Project Area
Historical Taxable Value "
Fiscal Years 2001-02 through 2005-06

2001-02 2002-03 2003-04 2004-05 2005-06
Locally-Assessed Secured Value $252,812,746  $299,169,027  $309,413,792 $368,179,458  $450,253,498
Unsecured Value 9,392,164 12,618,698 21,900,235 11,305,949 10,643,869
State-Assessed Value 0 0 0 0
Total Taxable Value 262,204,910 311,787,725 331,314,027 379,485,407 460,897,367
Annual Percentage Change n/a 19% 6% 15% 21%
Total Incremental Value () 201,884,122 251,466,937 270,993,239 319,164,619 400,576,579

Total Percentage Change: 75.78%
Average Percentage Change: 15.14%

(1) Incremental value over base year value of $60,320,788.

Source: Sacramento County Assessor; Fraser & Associates
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Tax Increment Receipts

The following table sets forth a four-year history of tax increment receipts in the Oak
Park Project. During this period, the average receipts per levy (before supplemental
assessments) was 102.00%; and the average receipts per levy (after supplemental
assessments) was 113.21%.

TABLE 16
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Oak Park Redevelopment Project Area
Levy to Receipts
Fiscal Years 2001-02 through 2004-05

2001-02 2002-03 2003-04 2004-05
Levy per County (2) $2,064,806 $2,555,655 $2,730,776 $3,206,958
Tax Increment Receipts less Supplements 2,077,182 2,579,001 2,810,603 3,302,211
% of Levy Received 100.60% 100.91% 102.92% 102.97%
Supplements 129,097 314,169 206,649 533,690
Total Tax Increment Receipts 2,206,279 2,893,170 3,017,252 3,835,901
% of Levy Received 106.85% 113.21% 110.49% 119.61%
Property Tax Admin. Fee 38,055 51,925 45,919 48,426
Net Tax Increment Receipts 2,168,224 2,841,245 2,971,333 3,787,475

(1) Receipts per Agency.
(2) Initial levy reported by Sacramento County.
Source: Sacramento County Assessor; Fraser & Associates

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. See Table 20 for an analysis of housing set-aside amounts
that may be applied to pay the Oak Park Loan and the 1999 Loan Agreement.

Table 17 below sets forth projected Tax Revenues for the Fiscal Year 2005-06. For
estimated payment coverage on the Oak Park Loan and the 1999 Loan Agreement, see Table 20
herein. Although the Agency believes its assumptions to be reasonable, no assurance can be
made that Tax Revenues will be received in the amounts estimated.
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TABLE 17
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Oak Park Redevelopment Project Area
Estimate of Incremental Taxable Value
Fiscal Year 2005-06

2005-06 (" Base Incremental
Secured Taxable Value Taxable Value Taxable Value
Land $ 125,662,129
Improvements 541,121,913
Personal Property 14,295,751
Gross Secured 681,079,793
Less: Exemptions (230,826,295)
Total Secured 450,253,498 57,450,020
SBE Total Value 0 0 392,803,478
Unsecured
Land 1,121,202
Improvements 3,479,118
Personal Property 6,456,034
Gross Unsecured 11,056,354
Less: Exemptions (412,485)
Total Unsecured 10,643,869 2,870,768 7,773,101
Total Secured and Unsecured 460,897,367 60,320,788 400,576,579
Tax Increment @ 4,040,000
Unitary Revenue @ 81,000
Total Estimated Tax Increment Revenues 4,121,000
Adjustments to Tax Increment
Revenues
Less: Property Tax Administration Fees ¥ 63,000
Less: Housing Set-Aside (5) 824,000
Less: Tax Sharing Payments © 199,000
Tax Revenues $3,035,000

(1) Based on taxable value information from the records of Sacramento County.
(2) Calculated based on the application of the estimated tax rate for 2005-06.
(3) Reflects estimated unitary revenue for 2005-06.

(4) Estimated at 1.53 percent of Total Tax Increment Revenues.

(5) Total housing set-aside calculated at 20 percent of tax increment.

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

Source: Fraser & Associates
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Oak Park Project Projected Tax Revenues

The following two tables (Table 18 and Table 19) set forth projected Oak Park Project Tax
Revenues for the years indicated. The first table shows a projection of gross tax increment
revenues, and the second table shows a projection of Net Tax Revenues (after deductions for
County administration fees, housing set-aside and AB 1290 tax sharing payments.

The projections assume real property values will increase based on a 2 percent inflation
factor. 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 Merged Project
Area, and also for recent changes of ownership. Table 6.1 of the Fiscal Consultant's Report
(attached hereto as Appendix B) shows the new developments that have been included, which
are further described in the Fiscal Consultant's Report. In addition, taxable values have been
reduced for the impact of assessment appeals and for properties that are currently included in
the reported taxable values, but for which exemptions are typically granted. For fiscal year
2006-07, the Fiscal Consultant reduced the value of real property for the Oak Park Project $6.0
million for appeals. See “Assessment Appeals” above. For the Oak Park Project, taxable values
for recent transfers of ownership were increased by $6.4 million in fiscal year 2006-07.

Certain assumptions, as noted in the footnotes to the tables, were used in the preparation
of the projections. Although the Agency believes its assumptions to be reasonable, no
assurance can be made that the Oak Park Project Tax Revenues will be received in the amounts
projected. See APPENDIX B — “REPORT OF THE FISCAL CONSULTANT.”

The third table (Table 20) shows estimated coverage on both the housing and non-

housing portions of the Oak Park Loan and outstanding Parity Debt. The subordinated debt
service of the Oak Park Project is also shown for informational purposes.
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TABLE 18
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Oak Park Redevelopment Project Area
Projected Tax Revenue ($’s in thousands)
Fiscal Years 2005-06 through 2024-25

Fiscal Real New Other Total Incremental Tax Unitary
Year Property Development Property Value Value Over Increment Property Total
(1) (2) (3) Base of (4) Tax Revenue Tax Revenue
$60,321 (5)
2005-06 $440,558 N/A $20,339 $460,897 $400,577 $4,040 $81 $4,121
2006-07 443,275 $6,379 20,339 469,993 409,673 4,125 81 4,206
2007-08 458,647 0 20,339 478,987 418,666 4,208 81 4,289
2008-09 467,820 0 20,339 488,160 427,839 4,293 81 4374
2009-10 477177 0 20,339 497,516 437,195 4,379 81 4,460
2010-11 486,720 0 20,339 507,059 446,739 4467 81 4,548
2011-12 496,455 0 20,339 516,794 456,473 4,565 81 4,646
2012-13 506,384 0 20,339 526,723 466,402 4,664 81 4,745
201314 516,511 0 20,339 536,851 476,530 4,765 81 4,846
2014-15 526,842 0 20,339 547,181 486,860 4,869 81 4,950
2015-16 537,378 0 20,339 557,718 497,397 4974 81 5,055
2016-17 548,126 0 20,339 568,465 508,144 5,081 81 5,162
2017-18 559,088 0 20,339 579,428 519,107 5191 81 5272
2018-19 570,270 0 20,339 590,610 530,289 5,303 81 5,384
2019-20 581,676 0 20,339 602,015 541,694 5417 81 5,498
2020-21 593,309 0 20,339 613,648 553,328 5,533 81 5,614
2021-22 605,175 0 20,339 625,515 565,194 5,652 81 5,733
2022-23 617,279 0 20,339 637,618 577,297 5,773 81 5,854
2023-24 629,624 0 20,339 649,964 589,643 5,896 81 5977
2024-25 642,217 0 20,339 662,556 602,235 6,022 81 6,103

(1) Real Property increases by 2 percent per year beginning in 2005-06. The value for 2006-07 has been reduced for open appeals.
(2) Reflects transfers of ownership since January 1, 2005

(3) Includes the value of secured and unsecured personal property and state assessed railroad and non-unitary property.

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

(5) Reflects actual unitary for 2004-05. Future unitary revenue held constant in the projections.

Source: Fraser & Associates.
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TABLE 19
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Oak Park Redevelopment Project Area
Projected Net Tax Revenue ($’s in thousands)
Fiscal Years 2005-06 through 2024-25

Property
Total Tax Admin Housing Set-

Fiscal Tax Revenue Fees Aside AB 1290 Net Tax
Year (1) (2) (3) Tax Sharing Revenue
2005-06 $4,121 $63 $824 $199 $3,035
2006-07 4,206 64 841 212 3,089
2007-08 4,289 65 858 224 3,142
2008-09 4,374 67 875 236 3,196
2009-10 4,460 63 892 248 3,252
2010-11 4,548 69 910 261 3,308
2011-12 4,646 71 929 274 3,372
201213 4,745 72 A9 287 3,436
2013-14 4,846 74 969 312 3,491
2014-15 4,950 76 990 338 3,546
2015-16 5,055 7w 1,011 364 3,603
2016-17 5,162 79 1,032 390 3,661
2017-18 5,272 80 1,054 417 3,720
2018-19 5,384 8 1,077 445 3,780
2019-20 5498 84 1,100 473 3,842
2020-21 5614 86 1,123 501 3,904
2021-22 5,733 8 1,147 530 3,968
2022-23 5,854 89 1,171 560 4,034
2023-24 5977 91 1,195 591 4,100
2024-25 6,103 B3 1,221 622 4,168

(1) From Table 17.
(2) Reductions for property tax administrative fees charged by Sacramento County pursuant to SB 2557.
(3) Housing set-aside at 20 percent.

Source: Fraser & Associates.
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TABLE 20
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO
Oak Park Redevelopment Project Area
Projected Coverage of Loan Payments and Parity Debt
Fiscal Years 2005-06-Through 2024-25

\ RDA Debt | \ Housing Debt
Tax 2005 TABs 2005 TABs Total 2005 Total Parity RDA Subordinate Housing 2005 Series E Total Parity  Housing
Year (1) Revenue (2) Parity Debt (3) Series A Series B TABs Debt ServiceCoverage (4) Debt Service (5) Set-Aside (2 Parity Debt (3)1ousing TAB:Debt Service Coverage (4)

2006 3,035,000 945,950 343,183 1,021,775 1,364,959 2,310,908 131.334% 71,460 824,000 433,790 194,036 627,826 131.25%
2007 3,089,000 945,504 349,000 1,018,002 1,367,002 2,312,506 131.243% 71,460 841,000 433,586 189,424 623,010 132.26%
2008 3,142,000 943,879 349,000 1,020,115 1,369,115 2,312,994 131.215% 81,460 858,000 432,841 192,484 625,325 131.77%
2009 3,196,000 944,256 349,000 1,015,591 1,364,591 2,308,847 131.451% 145,985 875,000 433,014 190,288 623,302 132.20%
2010 3,252,000 946,862 349,000 1,014,185 1,363,185 2,310,047 131.383% 147,425 892,000 434,208 193,045 627,253 131.37%
2011 3,308,000 943,948 349,000 1,016,086 1,365,086 2,309,034 131.440% 148,525 910,000 432,872 190,538 623,410 132.18%
2012 3,372,000 946,371 349,000 1,016,058 1,365,058 2,311,429 131.304% 149,300 929,000 433,984 193,018 627,001 131.42%
2013 3,436,000 946,879 349,000 1,013,974 1,362,974 2,309,853 131.394% 139,800 949,000 434,216 190,224 624,440 131.96%
2014 3,491,000 945,688 349,000 1,014,883 1,363,883 2,309,570 131.410% 140,550 969,000 433,670 192,413 626,083 131.61%
2015 3,546,000 945,626 349,000 1,018,425 1,367,425 2,313,051 131.212% 146,050 990,000 433,642 189,323 622,965 132.27%
2016 3,603,000 944,913 1,239,000 124,650 1,363,650 2,308,563 131.467% 146,050 1,011,000 433,315 191,233 624,548 131.94%
2017 3,661,000 945,640 1,239,500 124,650 1,364,150 2,309,790 131.397% 145,800 1,032,000 433,648 192,632 626,280 131.57%
2018 3,720,000 944,179 1,117,750 249,650 1,367,400 2,311,579 131.296% 150,300 1,054,000 432,978 193,754 626,732 131.48%
2019 3,780,000 943,960 214,750 1,152,725 1,367,475 2,311,435 131.304% 145,500 1,077,000 432,878 194,599 627,477 131.32%
2020 3,842,000 944,783 214,750 1,150,386 1,365,136 2,309,919 131.390% 144,500 1,100,000 433,255 190,167 623,422 132.17%
2021 3,904,000 946,848 1,364,750 - 1,364,750 2,311,598 131.294% 143,250 1,123,000 434,202 190,735 624,937 131.85%
2022 3,968,000 946,154 1,364,750 - 1,364,750 2,310,904 131.334% 141,750 1,147,000 433,884 190,890 624,774 131.89%
2023 4,034,000 - 2,309,750 - 2,309,750 2,309,750 131.400% - 1,171,000 - 625,760 625,760 131.68%
2024 4,100,000 - 2,310,000 - 2,310,000 2,310,000 131.385% - 1,195,000 - 625,550 625,550 131.72%
2025 4,168,000 - 2,310,000 - 2,310,000 2,310,000 131.385% - 1,221,000 - 623,630 623,630 132.13%

(1) Pledged Revenues presented on a fiscal year basis, bond debt service presented on the lagging bond year basis. (i.e. debt service due on December 1, 2006 will be paid from FY 2005-06 pledged revenues.)
(2) Based on Fraser & Associates' Table 5.3, October 2005.

(3) Includes allocable share of 1999 TABs.

(4) FY 05-06 Tax Revenues of $3,035,000 and Housing Set-Aside revenues of $824,000 are used for purposes of calculating debt service coverage.

(5) Includes allocable share of 1999 Lease and 2005 Lease.
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RISK FACTORS

The following information should be considered by prospective investors in evaluating the
Bonds. However, the following does not purport to be an exhaustive listing of risks and other
considerations which may be relevant to investing in the Bonds. In addition, the order in which
the following information is presented is not intended to reflect the relative importance of any
such risks.

To estimate the Tax Revenues available to pay the Loans and, thereby, to estimate the
Revenues available to pay debt service on the Bonds, the Agency has made certain
assumptions with regard to the assessed valuation in the Project Areas, future tax rates and
percentage of taxes collected. The Agency believes these assumptions to be reasonable, but to
the extent that the assessed valuation, the tax rates or the percentage of taxes collected are
less than the Agency’s assumptions, the Tax Revenues available to pay debt service on the
Loans, and consequently, on the Bonds will, in all likelihood, be less than those projected.

Reduction in Taxable Value

Tax Revenues allocated to the Agency are determined by the amount of incremental
taxable value in the Project Area with respect to a Project Area and the current rate or rates at
which property in the Project Area is taxed. The reduction of taxable values of property caused
by economic factors beyond the Agency’s control, such as a relocation out of the Project Area
by one or more major property owners, or the transfer, pursuant to California Revenue and
Taxation Code Section 68, of a lower assessed valuation to property within the Project Area by
a person displaced by eminent domain or similar proceedings, the transfer of property in a
Project Area to a governmental or other property tax—exempt entity, or the discovery of
hazardous substances on a property within the Project Area (see “Hazardous Substances,”
below) or the complete or partial destruction of such property caused by, among other
eventualities, an earthquake (see “Seismic Factors,” below), flood (see “Risk of Flood” below) or
other natural disaster, could cause a reduction in the Tax Revenues securing the Loans.
Property owners may also appeal to the County Assessor for a reduction of their assessed
valuations or the County Assessor could order a blanket reduction in assessed valuations based
on then current economic conditions. Such a reduction of assessed valuations and the resulting
decline in Tax Revenues or the resulting property tax refunds could have an adverse effect on
the Agency’s ability to make timely payments on the Loans and the Authority's ability to pay debt
service on the Bonds. See “THE PROJECT AREA - Appeals of Assessed Values.”

Reduction in Inflationary Rate

As described in greater detail below, 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 2% increase 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. Because Article XIIIA limits inflationary
assessed value adjustments to the lesser of the actual inflationary rate or 2%, there have been
years in which the assessed values were adjusted by actual inflationary rates, which were less
than 2%. Since Article XIIIA was approved, the annual adjustment for inflation has fallen below
the 2% limitation five times: for fiscal year 1993/94, 1%; for fiscal year 1995/96, 1.19%; for
fiscal year 1996/97, 1.11%; for fiscal year 1999/00, 1.853% and for fiscal year 2004/05,
1.0186%. The Agency is unable to predict if any adjustments to the full cash value base of real
property within the Project Area, whether an increase or a reduction, will be realized in the
future.

-49-



Levy and Collection

The Agency does not have any 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 repay the Loans. Likewise, delinquencies in the payment of property
taxes could have an adverse effect on the Agency’s ability to make timely debt service
payments.

Time Limits on Receiving Tax Increment Revenues from Merged Project Area

Under current limitations contained in the Redevelopment Plan for the Merged Downtown
Project, the right to receive tax increment revenues from a substantial portion of the Merged
Downtown Project will terminate on January 1, 2032. The right to receive tax increment revenue
from the remainder of the Merged Downtown Project terminates July, 2035. See “The Merged
Downtown Redevelopment Project — Plan Limitations. The final maturity of the Bonds is
December 1, 2034. Accordingly, after January 1, 2032, the Bonds will be payable solely from tax
increment revenues generated from the significantly smaller remaining portion of the Merged
Downtown Project. Applying information currently available, the Agency has structured debt
service so that the remaining tax increment revenues will be sufficient to pay remaining debt
service on the Bonds. However, the January 1, 2032 termination date with respect to a
substantial portion of the Merged Downtown Project will result in a smaller number of properties
generating Tax Revenues to pay debt service on the Bonds. Because the Bonds are payable
solely from Tax Revenues, the credit quality of the Bonds will depend upon the credit quality of
the remaining portion of the Project Area generating the Tax Revenues. In addition, unanticipated
adverse events affecting the remaining portion of the Merged Downtown Project could impair the
Agency’s ability to pay, when due, the remaining debt service on the Bonds.

Limited Application of Project Area Tax Revenues and Reserve Accounts

Tax Revenues allocated to one Project Area and pledged to pay debt service on the
applicable Loan to such Project Area are not available to pay Loan payments with respect to the
other Project Area. Under the California Constitution and the Redevelopment Law, Tax Revenues
allocated to a Project Area may only be used to finance and refinance redevelopment activities
within or of benefit to such Project Area. Furthermore, debt service payable on the Bonds
issued by the Authority has been calculated based on the assumption that each Project Area will
generate sufficient Tax Revenues to pay timely Loan payments on the Loan made to such Project
Area and that the aggregate of the Loan payments on both Loans will be available in an amount
sufficient to pay timely debt service on the Bonds issued by the Authority. Accordingly, if there
should be a substantial decline in the amount of Tax Revenues available with respect to either
Project Area causing a default in the payment of a Loan, and should the Reserve Account
established for such Loan become depleted as a result of such default or defaults in the
payment of such Loan, the Authority will be unable to pay debt service on that portion of its
Bonds. Note, in this regard, that the Reserve Account established for a Loan is not available to
meet any deficiency in the payment of the other Loan. See “SECURITY FOR THE BONDS -
Reserve Account”.

Additional Obligations on Parity with a Loan
As described in “SECURITY FOR THE BONDS - Issuance of Additional Debt,” the Agency

may issue or incur obligations payable from Tax Revenues on a parity with its pledge of Tax
Revenues to payment of principal and interest on a Loan. The existence of and the potential for
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such obligations increases the risks associated with the Agency’s payment of debt service on a
Loan in the event of a decrease in the Agency’s collection of Tax Revenues.

Bankruptcy Risks

The enforceability of the rights and remedies of the owners of the Bonds and the
obligations of the Authority and the Agency may become subject to the following: the federal
bankruptcy code and applicable bankruptcy, insolvency, reorganization, moratorium, or similar
laws relating to or affecting the enforcement of creditors’ rights generally, now or hereafter in
effect; usual 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 bodies 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 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. Bond Counsel expressly disclaims any opinion on the effect on the
rights of the Holders of the Bonds of bankruptcy, insolvency, reorganization, moratorium or
similar laws relating to or affecting creditors’ rights generally.

State Budget; ERAF

In connection with its approval of the budget for the 1992-93, 1993-94 and 1994-95 fiscal
years, the State Legislature enacted legislation which, among other things, reallocated funds
from redevelopment agencies to school districts by shifting a portion of each agency’s tax
increment, net of amounts due to other taxing agencies, to school districts for such fiscal years
for deposit in the Education Revenue Augmentation Fund ("ERAF"). 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 State budget gap for Fiscal Year 2002-03, the State Legislature
adopted as urgency legislation AB 1768, which required redevelopment agencies to pay into
ERAF in Fiscal Year 2002-03 an aggregate amount of $75 million. AB 1768 became effective on
September 30, 2002 and required the payment into ERAF in Fiscal Year 2002-03 only. AB 1768
provided that one-half of the Agency’s ERAF obligation is calculated based on the gross tax
increment received by the Agency and the other one-half of the Agency’s ERAF obligation is
calculated based on net tax increment revenues (after any pass-through payments to other
taxing entities). The Agency made the required payment into ERAF.

Faced with a continuing State budget gap, the State Legislature in 2003 adopted SB 1045
which again required redevelopment agencies to make ERAF transfers in Fiscal Year 2003/04,
based on a statewide aggregate transfer by redevelopment agencies of $135 million. SB 1045
required the Agency to transfer approximately $1.3 million to ERAF in fiscal year 2003/04 and to
make this transfer payment by May 10, 2004. The Agency timely made the required ERAF
payment.

The Governor’s budget for fiscal year 2004-05 as implemented by SB 1096 (Chapter 211,
Stats. 2005) again included a transfer by redevelopment agencies to the applicable ERAFs.
However, the aggregate amount of ERAF transfers by redevelopment agencies has increased
from $135 million (in Fiscal Year 2003-04) to $250 million in each of the Fiscal Years 2004/05 and
2005-06. The ERAF contribution for each Project Area is shown in the table below:
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Fiscal Year Merged Downtown Oak Park

Project Project
2002-03 $ 619,222 $72,414
2003-04 1,144,166 130,625
2004-05 1,880,962 246,275
2005-06 (estimate) 1,851,361 275,422

The Agency paid its fiscal year 2004/05 ERAF payment in a timely manner and expects to
pay its fiscal year 2005-06 ERAF payment with available funds.

The Agency cannot predict whether the State Legislature will, in future fiscal years,
adopt legislation requiring other shifts of redevelopment tax increment revenues to the State
and/or to schools, whether by the ERAF mechanism or by other arrangement. Should such
legislation be enacted, Tax Revenues available for payment of the Loans may, in the future, be
substantially reduced and the Agency’s ability to pay debt service on the Loans and the
Authority’s ability to pay debt service on the Bonds may be impaired.

Seismic Factors

As noted above, the assessed valuation of properties in a Project Area could be
substantially reduced as a result of a major earthquake proximate to the Project Area. The area
in and surrounding the Project Areas, like much of California, may be subject to unpredictable
seismic activity. Although the Agency believes 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 Area, there could be a negative impact on assessed values of taxable values of property
in a Project Area. Of particular concern, 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. Such reduction of Tax Revenues could have an
adverse effect on the Agency’s ability to make timely payments of principal of and interest on a
Loan.

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, including property in the Project Areas. Normally, water
is contained within the rivers, 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 from disaster withstood the record water flows.

In response to these flood events, the U.S. Army Corps of Engineers (COE) has
conducted hydrology studies on the lower American River in 1989, 1997, and again in 1999. In
late 2004, the COE and the Sacramento Area Flood Control Agency completed levee
improvements on the American River that improved the level of flood protection from that river to
the 100-year criteria considered by the Federal Emergency Management Agency ("FEMA") as
the minimum threshold for mandatory flood insurance.

On February 18, 2005, FEMA issued a Letter of Map Revision that updated the City's

previous Flood Insurance Rate Maps ("FIRMs) dated July 6, 1998. The revised FIRMs removed
large portions of the City from the 100-year floodplain area, including all areas in the Project
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Areas. A 100-year floodplain is the area expected to be inundated during a flood of the
magnitude for which there is a 1% probability of occurrence in any year. FEMA requires
mandatory flood insurance for mortgages of structures in a 100-year floodplain with lenders
insured by the Federal Deposit Insurance Corporation or who fund loans that are sold or secured
by the Federal National Mortgage Association or the Federal Home Loan Mortgage Corporation.
In the life of a 30-year mortgage the probability of flood related damage to a structure in a
100-year floodplain is approximately 25%.

Hazardous Substances

An additional environmental condition that may result in the reduction in the assessed
value of property would be the discovery of a hazardous substance that would limit the
beneficial use of taxable property within a Project Area. 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 releases 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 has
anything to do with creating or handling the hazardous substance. The effect, therefore, should
any of the property within a Project Area be affected by a hazardous substance, could be to
reduce the marketability and value of the property by the costs of remedying the condition.

Secondary Market

There can be no guarantee that there will be a secondary market for the Bonds, or, if a
secondary market exists, that such Bonds can be sold for any particular price. Occasionally,
because of general market conditions or because of adverse history or economic prospects
connected with a particular issue, secondary marketing practices in connection with a particular
issue are suspended or terminated. Additionally, prices of issues for which a market is being
made will depend upon the then prevailing circumstances. Such prices could be substantially
different from the original purchase price.

Series B Bonds

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

Loss of Tax Exemption

As discussed under the caption “MISCELLANEOUS — Tax Matters” herein, interest on the
Series A Bonds could become includable in gross income for purposes of federal income
taxation retroactive to the date the Series A Bonds were issued as a result of future acts or
omissions of the Authority or the Agency in violation of their respective covenants contained in
the Indenture and the Loan Agreements. Should such an event of taxability occur, the Series A
Bonds are not subject to special redemption or any increase in interest rate and may remain
outstanding until maturity. The interest payable on the Series B Bonds is not excluded
from gross income for federal income tax purposes.
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LIMITATIONS ON TAX REVENUES AND POSSIBLE SPENDING LIMITATIONS

Property Tax Limitations - Article XIIIA

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 XIlIA 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. The amendment
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 XlIl was adopted in August 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.

In the general election held November 4, 1986, voters of the State of California approved
two measures, Propositions 58 and 60, which further amend Article XIlIA. 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 XllIA, 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.

Challenges to Article XIIIA

There have been many challenges to Article XIlIA of the California Constitution, including
Nordlinger v. Hahn, a challenge relating to residential property. Based upon the facts presented
in Nordlinger, the United States Supreme Court held that the method of property tax assessment
under Article XIIIA did not violate the federal Constitution. The Agency cannot predict whether
there will be any future challenges to California’s present system of property tax assessment
and cannot evaluate the ultimate effect on the Agency’s receipt of tax increment revenues
should a future decision hold unconstitutional the method of assessing property.

Implementing Legislation

Legislation enacted by the California Legislature to implement Article XIIIA (Statutes of
1978, Chapter 292, as amended) provides that, notwithstanding any other law, local agencies
may not levy any property tax, except to pay debt service on indebtedness approved by the
voters prior to July 1, 1978, and that each county will levy the maximum tax permitted by Article
XIIA.
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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. Under Chapter 282, cities and counties
receive about one-third more of the remaining 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.

Future assessed valuation growth allowed under Article XIIIA (new construction, change
of ownership, 2% annual value growth) will be allocated on the basis of “situs” among the
jurisdictions that serve the tax rate area 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 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 unsecured
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 record 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 property, 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 roll is the sale of property securing the taxes to the State for the amount
of taxes which are delinquent.

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 declared in default on or about June 30 of the fiscal year. Such property may
thereafter be redeemed by payment of the delinquent taxes and a delinquency penalty, plus a
redemption penalty of 1.5% per month to the time of redemption and a $15 Redemption Fee. If
taxes are unpaid for a period of five years or more, the property is recorded in a “Power to Sell’
status and 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 1-1/2%
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 following
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December 10 and April 10. Taxes on unsecured property are due January 1. Unsecured taxes
enrolled by July 31, if unpaid, are delinquent August 31 at 5:00 p.m. and are subject to penalty;
unsecured taxes added to roll after July 31, if unpaid, are delinquent on the last day of the month
succeeding the month of enroliment.

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 completion of new construction. The statute may provide 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.

Tax Collection Fees. SB 2557 (Chapter 466, Statutes of 1990) authorizes county
auditors to determine property tax administration costs proportionately attributable to local
jurisdictions and to submit invoices to the jurisdictions for such costs. Subsequent legislation
specifically includes redevelopment agencies among the entities which are subject to a property
tax administration charge. For fiscal year 2004-05, the amount of such costs was $310,044 for
the Merged Downtown Project Area and $48,426 for the Oak Park Project Area. Such costs are
not included in the Tax Revenues which are pledged to repay the Loans.

Unitary Property

AB 2890 (Statutes of 1986, Chapter 1457) provides that, commencing with the fiscal year
1988/89, assessed value derived from State-assessed unitary property (consisting mostly of
operational property owned by utility companies and herein defined as “Unitary Property”) is to
be allocated county-wide as follows: (i) each tax rate area will receive the same amount from
each assessed utility 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 has been changed
to January 1. Railroad property will continue to be assessed and revenues allocated to all tax
rate areas where the railroad property is sited. The projections of tax increment revenue in the
Project Area shown in Table 4 assume that the utility tax revenue will remain constant in future
years.

Appropriations Limitations - Article XIIIB

On November 6, 1979, California voters approved Proposition 4, the so-called Gann
Initiative, which added Article XIIIB to the California Constitution. The principal effect of Article
XIIIB 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.

Effective November 30, 1980, the California Legislature added Section 33678 to the
Redevelopment Law which provided 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 within the meaning or for the
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purpose of the Constitution and laws of the State, including Section 33678 of the Redevelopment
Law.

Exclusion of Tax Revenues for General Obligation Bonds Debt Service

An initiative to amend the California Constitution entitled “Property Housing Tax Revenues
Redevelopment Agencies” was approved by California voters at the November 8, 1988 general
election. Under prior law, a redevelopment agency using tax increment revenue received
additional property tax revenue whenever a local government increased its property tax rate to
pay off its general obligation bonds. This initiative amended the California Constitution to allow
the California Legislature to prohibit redevelopment agencies from receiving any of the property
Tax Revenues raised by increased property tax rates imposed by local governments to make
payments on their bonded indebtedness. The initiative only applies to tax rates levied to finance
general obligation bonds approved by the voters on or after January 1, 1989. Any revenue
reduction to redevelopment agencies would depend on the number and value of the general
obligation bonds approved by voters in prior years, which tax rate will reduce due to increased
valuation subject to the tax or the retirement of the indebtedness. The Agency did not
experience a revenue loss as a result of the initiative.

Proposition 218

On November 5, 1996, California voters approved Proposition 218—Voter Approval for
Local Government Taxes—Limitation on Fees, Assessments, and Charges—Initiative
Constitutional Amendment. Proposition 218 added Articles XIIIC and XIIID to the California
Constitution, imposing certain vote requirements and other limitations on the imposition of new or
increased taxes, assessments and property-related fees and charges. Tax Revenues securing
the Loans are derived from property taxes which are outside the scope of taxes, assessments
and property-related fees and charges which were limited by Proposition 218.

Future Initiatives

Article XIIIA, Article XIIIB and certain other propositions affecting property tax levies were
each adopted as measures which 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.

MISCELLANEOUS
Litigation

To the Authority’s or the Agency’s knowledge, there is no litigation pending or |,
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 Loan Agreements, or any proceedings of
the Authority or the Agency with respect thereto.

Ratings

Moody’s Investors Service (“Moody’s”) and Standard & Poor’s Rating Services, a Division
of The McGraw-Hill Companies (“S&P”), have assigned their municipal bond rating of “Aaa” and
“AAA”, respectively, 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 Bond Insurer. In addition, S&P has assigned its underlying rating of “BBB+* to the Bonds.
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Certain information was supplied by the Authority and the Agency to such rating
agencies to be considered in evaluating the Bonds. These ratings reflect only the views of such
rating agencies and are not a recommendation to buy, sell or hold the Bonds. An explanation of
the significance of such ratings should be obtained from such rating agencies at the following
addresses: Moody’s Investors Service, 99 Church Street, New York, New York 10007, Standard
& Poor’s Ratings Services, 55 Water Street, New York, New York 10041 and Fitch, One State
Street Plaza, New York, New York, 10004, (212) 668-8322. No assurance can be given that
such ratings will be retained for any given period of time or that the same will not be revised or
withdrawn entirely by the respective rating agency if, in its judgment, circumstances so warrant.
Except as otherwise required in the Continuing Disclosure Certificate, the Authority and the
Agency undertakes no responsibility either to bring to the attention of the owners of any Bonds
any downward revision or withdrawal of any rating obtained or to oppose any such revision or
withdrawal. Any such downward revision or withdrawal of the ratings obtained may have an
adverse effect on the marketability or market price of the Bonds.

Certain Legal Matters

Orrick, Herrington & Suttcliffe LLP, Bond Counsel to the Authority, will render an opinion
with respect to the Bonds substantially in the form set forth in APPENDIX E to this Official
Statement. Copies of this opinion will be available at the time of delivery of the Bonds. Jones Hall,
A Professional Law Corporation, San Francisco, California, is acting as Disclosure Counsel to
the Agency. Payment of the fees of Bond Counsel and Disclosure Counsel are contingent upon
the issuance of the Bonds. Certain legal matters will be passed upon for the Agency by Agency
Counsel and for the Authority by the City Attorney of the City.

Tax Matters

Series A Bonds. In the opinion of Orrick, Herrington & Suftcliffe LLP (“Bond Counsel”),
based upon an analysis of existing laws, regulations, rulings, and court decisions, and
assuming, among other matters, the accuracy of certain representations and compliance with
certain covenants, interest on the Series A Bonds is excluded from gross income for federal
income tax purposes under Section 103 of the Internal Revenue Code of 1986 (the “Code”) and
is exempt from State of California personal income taxes. Bond Counsel is of the further opinion
that interest on the Series A Bonds is not a specific preference item for the purposes of federal
individual or corporate alternative minimum taxes, although Bond Counsel observes that such
interest is included in adjusted current earnings when calculating corporate alternative minimum
taxable income. A complete copy of the proposed form of opinion of Bond Counsel is set forth in
Appendix E hereto.

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

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

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

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

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

Future legislation, if enacted into law, or clarification of the Code may cause interest on
the Series A Bonds to be subject, directly or indirectly, to federal income taxation, or otherwise
prevent beneficial owners from realizing the full current benefit of the tax status of such interest.
The introduction or enactment of any such future legislation or clarification of the Code may also
affect the market price for, or marketability of, the Series A Bonds. Prospective purchasers of
the Series A Bonds should consult their own tax advisers regarding any pending or proposed
federal tax legislation, as to which Bond Counsel expresses no opinion.
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The opinion of Bond Counsel is based on current legal authority, covers certain matters
not directly addressed by such authorities, and represents Bond Counsel’'s judgment as to the
proper treatment of the Series A Bonds for federal income tax purposes. It is not binding on the
Internal Revenue Service (“IRS”) or the courts. Furthermore, Bond Counsel cannot give and has
not given any opinion or assurance about the future activities of the Authority or about the effect
of future changes in the Code, the applicable regulations, the interpretation thereof or the
enforcement thereof by the IRS. The Authority covenanted, however, to comply with the
requirements of the Code.

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

Series B Bonds. In the opinion of Bond Counsel, interest on the Series B Bonds is
exempt from State of California personal income taxes and is not excluded from gross income for
federal income tax purposes under Section 103 of the Code of 1986. Bond Counsel expresses
no opinion regarding any other federal or state tax consequences relating to the ownership or
disposition of, or the accrual or receipt of interest on, the Series B Bonds. The proposed form of
opinion of Bond Counsel is contained in Appendix E hereto.

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

This summary is based on the Code, as well as Treasury Regulations and administrative
and judicial rulings and practice. Legislative, judicial and administrative changes may occur,
possibly with retroactive effect, that could alter or modify the continued validity of the statements
and conclusions set forth herein. This summary is intended as a general explanatory discussion
of the consequences of holding the Series B Bonds generally and does not purport to furnish
information in the level of detail or with the investor’s specific tax circumstances that would be
provided by an investor's own tax advisor. For example, it generally is addressed only to original
purchasers of the Series B Bonds that are “U.S. holders” (as defined below), deals only with
Series B Bonds held as capital assets within the meaning of Section 1221 of the Code and does
not address tax consequences to holders that may be relevant to investors subject to special
rules, such as individuals, trusts, estates, tax-exempt investors, foreign investors, cash method
taxpayers, dealers in securities, currencies or commodities, banks, thrifts, insurance companies,
electing large partnerships, mutual funds, regulated investment companies, real estate
investment trusts, FASITs, S corporations, persons that hold Series B Bonds as part of a
straddle, hedge, integrated or conversion transaction, and persons whose “functional currency”
is not the U.S. dollar. In addition, this summary does not address alternative minimum tax issues
or the indirect consequences to a holder of an equity interest in a holder of Series B Bonds.
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As used herein, a “U.S. holder” is a “U.S. person” that is a beneficial owner of a Series B
Bond. A “non-U.S. investor” is a holder (or beneficial owner) of a Series B Bond that is not a
U.S. Person. For these purposes, a “U.S. person” is a citizen or resident of the United States, a
corporation or partnership created or organized in or under the laws of the United States or any
political subdivision thereof (except, in the case of a partnership, to the extent otherwise
provided in Treasury regulations), an estate the income of which is subject to United States
federal income taxation regardless of its source or a trust if (i) a United States court is able to
exercise primary supervision over the trust's administration and (ii) one or more United States
persons have the authority to control all of the trust’s substantial decisions.

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

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

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

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

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

See also, the “Risk Factors-Series B Bonds” herein regarding reissuance of the Series B
Bonds upon defeasance.

Foreign Investors. Distributions on the Series B Bonds to a non-U.S. holder that has no
connection with the United States other than holding its Series B Bond generally will be made
free of withholding tax, as long as that the holder has complied with certain tax identification and
certification requirements.

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

Underwriting

Series A Bonds. The Series A Bonds are being purchased for reoffering by Stone &
Youngberg LLC, as representative for the underwriters (the “Underwriters”). The Underwriters
have agreed to purchase the Series A Bonds for $92,098,376.50 (representing the aggregate
principal amount of the Series A Bonds less an underwriter’s discount of $934,157.70 and plus
an original issue premium of $660,298.45).

Series B Bonds. The Series B Bonds are being purchased for reoffering by the
Underwriters, which have agreed to purchase the Series B Bonds for $46,510,039.19
(representing the aggregate principal amount of the Series B Bonds less an underwriter’s
discount of $239,960.81).

The purchase contract pursuant to which the Underwriters are purchasing the Bonds
provides that the Underwriters will purchase all of the Bonds if any are purchased. The
obligation of the Underwriters to make such purchase is subject to certain terms and conditions
set forth in such contract of purchase.

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

Miscellaneous

All summaries of the Indenture, the Loan Agreements, applicable legislation, other
agreements and other documents are made subject to the provisions of such documents and do
not purport to be complete statements of any or all of such provisions. Reference is hereby
made to such documents on file with the Authority for further information in connection
therewith.

Any statements made in this Official Statement involving matters of opinion or of

estimates, whether or not expressly stated, are set forth as such and not as representations of
fact, and no representation is made that any of the estimates will be realized.
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The execution and delivery of this Official Statement has been duly authorized by the
Authority and the Agency.

SACRAMENTO CITY FINANCING
AUTHORITY

By: /s/ Thomas P. Friery
Treasurer

REDEVELOPMENT AGENCY OF THE CITY
OF SACRAMENTO

By: /s/ Anne M. Moore
Executive Director
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APPENDIX A
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS

The following is a summary of certain provisions of the Indenture, as well as the
Merged Downtown Loan Agreement and the Oak Park Loan Agreement. This summary does not
purport to be complete or definitive and is qualified in its entirety by reference to the Indenture
as well as the Merged Downtown Loan Agreement and the Oak Park Loan Agreement. Copies
of each of these documents are on file and available for inspection at the corporate trust office of
the Trustee at One California Street, Suite 2550, San Francisco, California 94111.

DEFINITIONS

The following are definitions of certain terms used in this Summary of Principal
Legal Documents:

“Accountant’s Report” means a report signed by an Independent Certified Public
Accountant.

“Accreted Value” means, with respect to any Capital Appreciation Bond, an
amount equal to the initial principal amount of such Bond, plus interest accrued thereon from its
date compounded on each Distribution Date, commencing on the first Distribution Date after its
issuance (through and including the maturity date of such Bond, at the “original issue yield” for
such Bond, as set forth on in the Indenture; provided, however, that the Trustee shall calculate or
cause to be calculated the Accreted Value on any date other than a Distribution Date set forth in
the Indenture by straight line interpolation of the Accreted Values as of the immediately
preceding and succeeding Distribution Dates. In performing such calculation, the Trustee shall
be entitled to engage and rely upon a firm of accountants, consultants or financial advisors with
appropriate knowledge and experience (which may include BondLogistix LLC). The term
“original issue yield” means, with respect to any particular Bond, the yield to the applicable
Maturity Date of such Bond from the initial date of delivery thereof calculated on the basis of
semiannual compounding on each Distribution Date.

“Act” means the Joint Exercise of Powers Act, constituting Article 1, Chapter 5,
Division 7, Title 1 (commencing with Section 6500) of the Government Code of the State, and
the Marks-Roos Local Bond Pooling Act of 1985, constituting Article 4, Chapter 5, Division 7,
Title 1 (commencing with Section 6584) of the Government Code of the State), and all laws
amendatory thereof or supplemental thereto.

“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 the Redevelopment Agency of the City of Sacramento, a
redevelopment agency duly organized and existing under and by virtue of the laws of the State.

“Allocable Share” means a percentage allocable to each Loan Agreement in
relation to the entire issue of Bonds, which allocation may be made on any reasonable basis.

“Appeals Adjustment” means, with respect to each Loan Agreement, an amount
which the Agency, in its sole discretion, elects to exclude from estimated or actual Tax Revenues
for purposes of the additional bonds test of the Loan Agreement, to account for pending but
unresolved assessment appeals with respect to property in the Project Area. The amount of any
such adjustment or the absence thereof, shall be conclusively proven by a certificate of the
Agency stating the amount of any adjustment and stating that the Agency considered in good
faith the probable effect of pending assessment appeals on the ability of the Agency to pay its
obligations when due.

“Authority” means the Sacramento City Financing Authority, a joint exercise of
powers authority by and between the City and the Agency, duly organized and existing under
and by virtue of the laws of the State.

“Board of Directors” means the Board of Directors of the Authority.

“Bond Insurance Policy” means the insurance policy issued by the Bond Insurer
guaranteeing the scheduled payment of principal and interest on the Bonds when due.

“Bond Insurer” means the municipal bond insurance company providing the Bond
Insurance Policy and the Reserve Instruments.

“Bond Obligation” means, as of any given date of calculation, (a) with respect to
any Outstanding Current Interest Bond, the principal amount of such Current Interest Bond, and
(b) with respect to any Outstanding Capital Appreciation Bond, the Accreted Value thereof as of
such date.

“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, 2005.

“Bonds” means, collectively, the Series A Bonds and the Series B Bonds
authorized, executed, authenticated and delivered in accordance with the Indenture.

“Business Day” means any day (other than a Saturday, a Sunday or a legal
holiday) on which banks in New York, New York, and in Los Angeles and San Francisco,
California, are open for business and on which the Trustee is open for business at its Principal
Corporate Trust Office.

“Capital Appreciation Bond” means a Bond, the interest on which is payable at
maturity and compounded semiannually on each Distribution Date to the maturity date or
redemption date thereof, as the case may be.
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“Certificate of the Agency” means a certificate in writing signed by the Executive
Director, Director of Finance, General Counsel, Treasurer or Secretary of the Agency or by any
other officer of the Agency duly authorized by the Agency for that purpose.

“Certificate of the Authority” means an instrument in writing executed by the
Chair or the Treasurer, or by any other officer of the Authority duly authorized by the Board of
Directors for that purpose.

“Chair” means the Chair of the Authority.

“City” means the City of Sacramento, a chartered city and municipal corporation
duly organized and existing under and by virtue of the Constitution and laws of the State.

“Code” means the Internal Revenue Code of 1986 and all regulations of the
United States Department of the Treasury issued thereunder from time to time to the extent that
such regulations are, at the time, applicable and in effect, and reference to any particular section
of the Code shall include reference to all successor sections of the Code.

“Continuing Disclosure Certificate” means the Continuing Disclosure Certificate
executed by the Agency relating to the Bonds, dated the date of the original issuance of the
Bonds.

“Costs of Issuance” means all costs directly or indirectly payable by or
reimbursable to the Authority or the Agency related to the execution and delivery of the Program
Obligations and the Indenture and the authorization and sale of the Bonds, including, but not
limited to, costs of preparation and reproduction of documents, costs of the Rating Agencies and
costs to provide information required by the Rating Agencies, filing, recording and title
insurance fees, charges and fees of the Trustee, legal fees and expenses, fees and expenses of
consultants and professionals, costs of the premiums for the Bond Insurance Policy and the
Reserve Instruments for the Bonds, charges and fees incidental to the acquisition of rights under
the Program Obligations by the Authority and the preparation, execution, authentication and
original delivery of the Bonds, and any other charge, cost, expense or fee in connection with the
issuance of the Bonds.

“Costs of Issuance Fund” means the Sacramento City Financing Authority 2005
Tax Allocation Revenue Bonds, Series A and Series B (Merged Downtown and Oak Park
Projects) Costs of Issuance Fund established pursuant to the Indenture (to be maintained by the
Treasurer).

“Current Interest Bond” means, a Bond, the interest on which is payable on each
Distribution Date.

“Defeasance Securities” means (unless otherwise approved by the Bond Insurer
for the Bonds) only (1) cash, (2) non-callable direct obligations of the United States of America
(“Treasuries™), (3) evidences of ownership of proportionate interests in future interest and
principal payments on Treasuries held by a bank or trust company as custodian, under which the
owner of the investment is the real party in interest and has the right to proceed directly and
individually against the obligor and the underlying Treasuries are not available to any person
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claiming through the custodian or to whom the custodian may be obligated, or (4) pre-refunded
municipal obligations rated “AAA” and “Aaa” by Standard & Poor’s and Moody’s, respectively,
or any combination thereof.

“Distribution Date” means each December 1 and June 1 of each year to which
reference is made, commencing on June 1, 2006.

“DTC” means The Depository Trust Company, 711 Stewart Avenue, Garden
City, New York 11530, Fax (516) 227-4039 or 4190, and its successors or assigns.

“Event of Default” means an event defined as such in the Indenture or the
applicable Loan Agreement, as the case may be.

“Fair Market Value” means the price at which a willing buyer would purchase the
investment 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 regulations 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) the investment is the Local Agency Investment Fund of the State of
California but only if at all times during which the investment is held its yield is reasonably
expected to be equal to or greater than the yield on a reasonably comparable direct obligation of
the United States.

“Fiscal Year” means the twelve-month period terminating on June 30 of each
year, or any other annual accounting period selected and designated by the Authority as its Fiscal
Year in accordance with applicable law.

“Holder” or “Bondholder” means any person who shall be the registered owner of
any Bond, as shown on the registration books maintained by the Trustee pursuant to the
Indenture.

“Indenture” means the Indenture dated as of November 1, 2005 by and between
the Authority and the Trustee executed pursuant to the Act, which provided for the issuance of
the Bonds.

“Independent Certified Public Accountant” means any certified public accountant
or firm of such accountants duly licensed and entitled to practice and practicing as such under the
laws of the State, appointed and paid by the Authority, and who, or each of whom--

(1) is in fact independent and not under the domination of the Authority;
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(2) does not have a substantial financial interest, direct or indirect, in the
operations of the Authority; and

3) is not connected with the Authority as an officer of the Authority, but who
may be regularly retained to provide accounting services to the Authority.

“Independent Financial Consultant” means any financial consultant or fiscal
consultant or firm of such consultants, including an original purchaser of the Bonds,
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 or the Agency as an officer or
employee of the Authority or the Agency but who may be regularly retained by the
Authority 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;

() does not have any substantial interest, direct or indirect, with the Agency,
other than as original purchaser of the Bonds or any Parity Debt;

(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; and

(e) either is approved in writing by the Bond Insurer for the Bonds, or is
included in the following list: Don Fraser & Associates, Katz Hollis, GRC
Redevelopment Consultants, Rosenow Spevacek Group Inc. and Keyser Marsten.

“Information Services” means Financial Information, Inc.’s “Daily Called Bond
Service,” 30 Montgomery Street, 10th Floor, Jersey City, New Jersey 07302, Attention: Editor;
Standard and Poor’s JJ Kenny’ “Called Bond Service,” 55 Water Street, 45th Floor, New York,
New York 10041-0003 and Moody’s “Municipal and Government,” 525077 Center Drive, Suite
150, Charlotte, North Carolina, 28271; attention: Called Bonds Department; or, in accordance
with then current guidelines of the Securities and Exchange Commission, to such other services
providing information with respect to called bonds, or no such services as the Authority may
indicate in a Certificate of the Authority delivered to the Trustee.
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“Interest Account” means the account by that name within the Revenue Fund
established under the Indenture.

“Legal Investments” means any of the following obligations if and to the extent
that, at the time of making such investment, they are permitted by applicable law:

(1) Cash (insured at all times by the Federal Deposit Insurance Corporation or
otherwise collateralized with obligations described in paragraph (2) below);

(2) Direct obligations of (including obligations issued or held in book-entry
form on the books of) the Department of the Treasury of the United States of America;

3) Obligations of any of the following federal agencies, which obligations
represent the full faith and credit of the United States of America:

Export-Import Bank
Farm Credit System Financial Assistance Corporation

Rural Economic Community Development Administration
(formerly the Farmers Home Administration)

General Services Administration

U.S. Maritime Administration

Small Business Administration

Government National Mortgage Association (GNMA)

U.S. Department of Housing & Urban Development (PHA’s)
Federal Housing Administration

Federal Financing Bank;

4) Direct obligations of any of the following federal agencies, which
obligations are not fully guaranteed by the full faith and credit of the United States of America:

Senior debt obligations rated “Aaa” by Moody’s and “AAA” by
Standard & Poor’s issued by the Federal National Mortgage
Association (FNMA) or the Federal Home Loan Mortgage
Corporation (FHLMC)

Obligations of the Resolution Funding Corporation (REFCORP)

Senior debt obligations of the Federal Home Loan Bank System;
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%) U.S. dollar denominated deposit accounts, federal funds and bankers’
acceptances with domestic commercial banks (including the Trustee and its affiliates) which
have a rating on their short-term certificates of deposit on the date of purchase of “P-1” by
Moody’s and “A-1" or “A-1+" or higher by Standard & Poor’s and which mature no more than
three hundred sixty (360) calendar days after the date of purchase. (Ratings on holding
companies are not considered as the rating of the bank):

(6) Commercial paper which is rated at the time of purchase in the single
highest classification, “P-1" or higher by Moody’s and “A-1+" or higher by Standard & Poor’s
and which matures not more than two hundred seventy (270) calendar days after the date of
purchase;

(7) Investments in a money market fund rated “AAAm” or “AAAmM-G” or
higher by Standard & Poor’s, including funds for which the Trustee or its affiliates provide
investment advisory or other management services;

(8) Pre-refunded municipal obligations defined as follows: Any bonds or
other obligations of any state of the United States of America or of any agency, instrumentality
or local governmental unit of any such state which are not callable at the option of the obligor
prior to maturity or as to which irrevocable instructions have been given by the obligor to call on
the date specified in the notice; and

(A)  which are rated, based on an irrevocable escrow account or fund (the
“escrow”), in the highest rating category of Moody’s and Standard & Poor’s or any
successors thereto; or

(B) (1) which are fully secured as to interest and principal and redemption
premiums, if any, by an escrow consisting only of obligations described in paragraphs (1)
or (2) above, which escrow may be applied only to the payment of such interest and
principal and redemption premiums, if any, on such bonds or other obligations on the
maturity date or dates thereof or the specified redemption date or dates pursuant to such
irrevocable instructions, as appropriate, and (i) which escrow is sufficient, as verified by
a nationally recognized independent certified public accountant, to pay interest and
principal and redemption premiums, if any, on the bonds or other obligations described in
this paragraph on the maturity date or dates specified in the irrevocable instructions
referred to above, as appropriate;

9) Municipal obligations rated “Aaa/AAA” or general obligations of states
with a rating of at least “A2/A” or higher by both Moody’s and Standard & Poor’s; and

(10) Investments in the City of Sacramento Investment Pool “A.”
The value of the above investments shall be determined as follows:

“Value” (which shall be determined as of the end of each month) means that the
value of any investments shall be calculated as follows:
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(1) For securities, (a) the closing bid price quoted by Interactive Data
Systems, Inc.; or (b) a valuation performed by a nationally recognized and accepted pricing
service whose valuation method consists of the composite average of various bid price quotes on
the valuation date; or (c) the lower of two dealer bids on the valuation date (which dealers or
their parent holding companies must be rated at least investment grade by Moody’s and Standard
& Poor’s and must be market makers in the securities being valued);

(2) For certificates of deposit and bankers’ acceptances, the face amount
thereof, plus accrued interest; and

3) For any investment not specified above, the value thereof established by
prior agreement between the Authority and the Trustee.

“Loan” or “Loans” means the Merged Downtown Loan and the Oak Park Loan
collectively or separately, as applicable.

“Loan Agreement” or “Loan Agreements” means the Merged Downtown Loan
Agreement and the Oak Park Loan Agreement, collectively or separately, as applicable.

“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 each Loan Agreement,
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 amount of interest payable on the Loan and, unless otherwise
specified, 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, unless otherwise specified, 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 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 an Independent Redevelopment Consultant or Independent
Financial Consultant and delivered to the Trustee, together with the Certificate required by the
Loan Agreement from which amounts may not be released to the Agency unless the amount of
Tax Revenues then to be received is not less than the percentage of Maximum Annual Debt
Service required by the terms of the Loan Agreement.

“Member” means either the City or the Agency, as a member of the Authority.

“Merged Downtown Loan” means the loan made by the Authority to the Agency
pursuant to the Merged Downtown Loan Agreement.

“Merged Downtown Loan Agreement” means that certain loan agreement, dated
as of November 1, 2005, by and among the Agency, the Authority and the Trustee, with respect
to the Merged Downtown Redevelopment Plan.
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“Merged Downtown Redevelopment Plan” means the Amended Redevelopment
Plan for Capitol Mall Area, Project No. 2A, Capitol Mall — Extension Project No. 3, Capitol Mall
Riverfront Project No. 4, and Uptown Development Project, Project No. 8, approved and adopted
by the City and any amendment thereof heretofore or hereafter made pursuant to the
Redevelopment Law.

“Merged Downtown Reserve Account” means the account by that name
established pursuant to the Merged Downtown Loan Agreement and held by the Trustee in the
Reserve Fund pursuant to the Indenture to secure the payment of the interest on or principal of
the Merged Downtown Loan and no other indebtedness.

“Merged Downtown Reserve Requirement” means, as of any date of calculation,
the least of (a) Maximum Annual Debt Service on the Merged Downtown Loan (b) 10% of the
aggregate unpaid principal balance of such Loan, or (c) 125% of the average annual debt service
on such Loan.

“Moody’s” means Moody’s Investors Service, a corporation duly organized and
existing under and by virtue of the laws of the State of Delaware, and its successors or assigns,
except that if such corporation shall be dissolved or liquidated or shall no longer perform the

services of a municipal securities rating agency, then “Moody’s” shall be deemed to refer to any
other nationally recognized municipal securities rating agency selected by the Authority.

“Oak Park Loan” means the loan made by the Authority to the Agency pursuant
to the Oak Park Loan Agreement.

“Oak Park Loan Agreement” means that certain loan agreement, dated as of
November 1, 2005, by and among the Agency, the Authority and the Trustee, with respect to the
Oak Park Redevelopment Plan.

“Oak Park Redevelopment Plan” means the Redevelopment Plan for Oak Park
Redevelopment Project, Project No. 7 approved and adopted by the City and any amendment
thereof heretofore or hereafter made pursuant to the Redevelopment Law.

“Oak Park Reserve Account” means the account by that name established
pursuant to the Oak Park Loan Agreement and held by the Trustee in the Reserve Fund pursuant
to the Indenture to secure the payment of the interest on or principal of the Oak Park Loan and
no other indebtedness.

“Oak Park Reserve Requirement” means, as of any date of calculation, the least of
(a) Maximum Annual Debt Service on the Oak Park Loan, (b) 10% of the aggregate unpaid
principal balance of such Loan or (c) 125% of the average annual debt service on such Loan.

“Opinion of Counsel” means a written opinion of a law firm of recognized
national standing relating to municipal bonds that is retained by the Authority.

“Outstanding,” when used as of any particular time with reference to Bonds,
means (subject to the provisions of the Indenture) all Bonds except --
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(1) Bonds theretofore cancelled by the Trustee or surrendered to the Trustee
for cancellation;

(2) Bonds paid or deemed to have been paid pursuant to the Indenture; and

3) Bonds in lieu of or in substitution for which replacement Bonds shall have
been executed, authenticated and delivered pursuant to the Indenture.

“Parity Debt” means, any bonds, notes, loans, advances or other indebtedness
issued or incurred by the Agency and secured equally and ratably with the obligations of the
Agency under a Loan Agreement by a first pledge of, security interest in and lien on the related
Tax Revenues pursuant to such Loan Agreement.

“Parity Debt Instrument” means any resolution, indenture of trust, trust
agreement, loan agreements or other instrument authorizing the issuance of any Parity Debt and
which otherwise complies with all of the terms and conditions of the applicable Loan
Agreement.

“Permitted Investments” means securities in which funds of the Agency may be
legally invested in accordance with the applicable law in effect at the time of such investment
and in accordance with the then current investment policy of the City (as established by the
City), but only to the extent that the same are acquired at Fair Market Value.

“Plan Limit” means the limitation contained in the Merged Downtown
Redevelopment Plan or the Oak Park Redevelopment Plan, as applicable, 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.

“Principal Corporate Trust Office” means the principal corporate trust office of
the Trustee in San Francisco, California, at which at any particular time its corporate trust
business is being administered, except that with respect to the presentation of Bonds for
registration, transfer, exchange, payment or redemption, such term shall mean such other office
or agency of the Trustee designated in writing from time to time by the Trustee to the Authority
as its Principal Corporate Trust Office.

“Principal Subaccount” means the subaccount by that name within the
Redemption Account established under the Indenture.

“Project Area” means the Redevelopment Project area described in the Merged
Downtown Redevelopment Plan or the Oak Park Redevelopment Plan, as applicable.

“Program” means the program implemented under the Act to provide assistance
to the Agency so that the Agency can finance or refinance capital improvements in order that the
Agency may achieve its public purpose.
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“Program Fund” means the Sacramento City Financing Authority 2005 Tax
Allocation Revenue Bonds, Series A and Series B (Merged Downtown and Oak Park Projects)
Program Fund established pursuant to the Indenture (to be maintained by the Trustee).

“Program Obligations” means the Loan Agreements.

“Program Obligation Payments” means all payments by the Agency to the
Authority under the Program Obligations, as provided therein, other than amounts paid to
replenish the Merged Downtown Reserve Account or the Oak Park Reserve Account pursuant to
the applicable Loan Agreement.

“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
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 rated
in one of the two highest rating categories by S&P and Moody’s, and, if rated by A.M. Best &
Company, 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 Merged Downtown Reserve Requirement or the Oak Park Reserve
Requirement, as applicable, with respect to which funds are proposed to be released; and (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.

“Rating Agencies” means Moody’s and Standard & Poor’s, and their respective
successors or assigns, but only to the extent that and so long as either of them is then rating the
Bonds, or any other nationally recognized securities rating agency or agencies then rating the
Bonds at the request of the Authority.

“Rebate Fund” means the Sacramento City Financing Authority 2005 Tax
Allocation Revenue Bonds, Series A and Series B (Merged Downtown and Oak Park Projects)
Rebate Fund established pursuant to the Indenture (to be maintained by the Trustee).

“Redemption Account” means the account by that name within the Revenue
Fund established under the Indenture.

“Redevelopment Fund” means the respective fund by that name established and
held by the Agency pursuant to each Loan Agreement.

“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 Merged Downtown Redevelopment Plan or the
Oak Park Redevelopment Plan, as applicable.
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“Redevelopment Project” means the respective undertaking of the Agency
pursuant to the Merged Downtown Redevelopment Plan or the Oak Park Redevelopment Plan
and the Redevelopment Law for the redevelopment of the applicable Project Area.

“Report” means a document in writing signed by an Independent Redevelopment
Consultant and including:

(a) a statement that the person or firm making or giving such Report has read
the pertinent provisions of the Loan Agreement to which such Report relates;

(b) a brief statement as to the nature and scope of the examination or
investigation upon which the Report is based; and

(c) a statement that, in the opinion of such person or firm, sufficient
examination or investigation was made as is necessary to enable said consultant to
express an informed opinion with respect to the subject matter referred to in the Report.

“Request of the Agency” means a request in writing signed by the Executive
Director, Director of Finance, General Counsel, Treasurer or Secretary of the Agency or by any
other officer of the Agency duly authorized by the Agency for that purpose.

“Reserve Fund” means the fund by that name established pursuant to the
Indenture (to be maintained by the Trustee), in which shall be held the Merged Downtown
Reserve Account established under the Merged Downtown Loan Agreement and the Oak Park
Reserve Account established under the Oak Park Loan Agreement.

“Reserve Instruments” means, collectively, the 2005 Merged Downtown Reserve
Instrument and the 2005 Oak Park Reserve Instrument.

“Reserve Instrument Costs” means any amounts due and payable to the provider
of any Qualified Reserve Account Credit Instrument pursuant to the terms of the Indenture, the
related Loan Agreement or such instrument arising on a draw on such instrument pursuant to
such Loan Agreement.

“Revenue Fund” means the Sacramento City Financing Authority 2005 Tax
Allocation Revenue Bonds, Series A and Series B (Merged Downtown and Oak Park Projects)
Revenue Fund established pursuant to the Indenture (to be maintained by the Trustee).

“Revenues” means: (a) all Program Obligation Payments, including all amounts
realized upon the enforcement of the payments due under the Program Obligations; (b) all money
deposited and held from time to time in any of the accounts and funds established under the
Indenture (except the Rebate Fund and with respect to the accounts in the Reserve Fund, only in
accordance with the terms of the Indenture); and (c) all investment income with respect to any
money held in the accounts and funds established under the Indenture (except the Rebate Fund).

“Secretary” means the Secretary of the Authority.
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“Serial Bonds” means the Bonds for which no Sinking Fund Payments are
provided, being the Series A Bonds that are Current Interest Bonds maturing on December 1 in
each of the years 2016 through 2018, both years inclusive, being the Series A Bonds that are
Capital Appreciation Bonds maturing on December 1 in each of the years 2019 through 2032,
both years inclusive and the Series B Bonds maturing on December 1 in each of the years 2006
through 2013, both years inclusive.

“Series” means when used with reference to the Bonds, all of the Bonds
authenticated and delivered on original issuance and identified pursuant to the Indenture as a
separate Series of Bonds, and any Bonds thereafter authenticated and delivered in lieu of or in
substitution for such Bonds pursuant to the Indenture, regardless of variations in maturity,
interest rate, sinking fund installments or other provisions.

“Series A Bonds” means Sacramento City Financing Authority 2005 Tax
Allocation Revenue Bonds, Series A (Merged Downtown and Oak Park Projects) issued
pursuant to the Indenture.

“Series B Bonds” means Sacramento City Financing Authority 2005 Taxable Tax
Allocation Revenue Bonds, Series B (Merged Downtown and Oak Park Projects) issued pursuant
to the Indenture.

“Sinking Fund Payments” means the payments required by the Indenture to be
deposited in the Sinking Fund Subaccount for the payment of the Term Bonds.

“Sinking Fund Subaccount” means the subaccount by that name within the
Redemption Account established pursuant to the Indenture.

“Special Fund” means the respective fund by that name established and held by
the Agency pursuant to each Loan Agreement.

“Standard & Poor’s” means Standard & Poor’s Ratings Services, a division of
The McGraw Hill-Companies, Inc., a corporation duly organized and existing under and by
virtue of the laws of the State of New York, and its successors or assigns, except that if such
entity shall be dissolved or liquidated or shall no longer perform the functions of a securities
rating agency, then the term “Standard & Poor’s” shall be deemed to refer to any other nationally
recognized securities rating agency selected by the Authority.

“State” means the State of California.

“Subordinate Debt” means any bonds, notes, loans, advances or indebtedness
issued or incurred by the Agency pursuant to a Loan Agreement, which are either: (a) payable
from, but not secured by a pledge of or lien upon, the Tax Revenues related to such Loan
Agreement; or (b) secured by a pledge of or lien upon such Tax Revenues which is subordinate
to the pledge of and lien upon such Tax Revenues under the applicable Loan Agreement for the
security of the related Loan.

“Supplemental Indenture” means any indenture then in full force and effect that
has been made and entered into by the Authority and the Trustee, amendatory of or supplemental
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to the Indenture; but only to the extent that such Supplemental Indenture is specifically
authorized under the Indenture.

“Tax Certificate” mean the Tax Certificate executed by the Authority and the
Agency at the time of the original issuance of the Series A Bonds, or any functionally similar
replacement certificate, as the same may be amended or supplemented from time to time in
accordance with its terms.

“Tax Revenues” means, with respect to each Loan Agreement, 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 excluding (i) all other
amounts required to be deposited in the Low and Moderate Income Housing Fund, (ii) 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) amounts payable by the Agency pursuant to Sections 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 to the payment of all Parity Debt, and (iv) amounts
payable by the Agency pursuant to the Tax Sharing Agreements, except and to the extent that
any such tax revenues are released from the pledge contained therein or are payable on a basis
subordinate to the payment of the Loan and to the payment of all Parity Debt.

“Tax Sharing Agreements” means any future agreements between the Agency and
any taxing entity for the pass-through or sharing of Tax Revenues. As of the date hereof, there
are no Tax Sharing Agreements.

“Treasurer” means the Treasurer of the Authority.

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

“2005 Merged Downtown Reserve Instrument” means the Qualified Reserve
Account Credit Instrument, dated the date of the original delivery of the Bonds, issued by the
Bond Insurer and credited to the Merged Downtown Reserve Account to satisfy the Merged
Downtown Reserve Requirement.
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“2005 Oak Park Reserve Instrument” means the Qualified Reserve Account
Credit Instrument, dated the date of the original delivery of the Bonds issued by the Bond Insurer
and credited to the Oak Park Reserve Account to satisfy the Oak Park Reserve Requirement.

“Verification Report” means a report of a nationally-recognized verification agent
verifying the mathematical accuracy of the calculations which show that the amounts available
from an escrow portfolio are sufficient to pay when due the payment requirements to be paid
from such escrow.

“Written Request of the Authority” means an instrument in writing executed by
the Chair or the Treasurer, or by any other officer of the Authority duly authorized by the Board
of Directors for that purpose.

THE INDENTURE
Equal Security

In consideration of the acceptance of the Bonds by the Holders thereof, the
Indenture shall be deemed to be and shall constitute a contract by and among the Authority, the
Trustee and the Holders from time to time to secure the full and final payment of the interest on
and the principal or Accreted Value of and the redemption premiums, if any, on all Bonds which
may from time to time be authorized, sold, executed, authenticated and delivered under the
Indenture as and when they respectively become due, subject to the agreements, conditions,
covenants and terms contained in the Indenture; and all agreements, conditions, covenants and
terms contained in the Indenture required to be observed or performed by or on behalf of the
Authority shall be for the equal and proportionate benefit, security and protection of all Holders
without distinction, preference or priority as to security or otherwise of any Bonds over any other
Bonds by reason of the number thereof or the time of execution, authentication or delivery
thereof or for any cause whatsoever, except as expressly provided in the Indenture or in the
Bonds.

Authorization and Purpose of Bonds

The Board of Directors has reviewed all proceedings taken relative to the
authorization of the Bonds and has found, as a result of such review, and finds and determines
that all acts, conditions and things required by law to exist, happen and be performed precedent
to and for the issuance of the Bonds do exist, have happened and have been performed in due
time, form and manner as required by the Act, and the Authority is authorized, pursuant to each
and every requirement of the Act and the Indenture, to issue the Bonds in the form and manner
provided in the Indenture, which Bonds shall be entitled to the benefit, protection and security of
the Act and the Indenture.

The purpose for which the Bonds are to be issued under the Act and under the
Indenture is to provide funds to pay the costs of the acquisition by the Authority of the rights to
receive the Program Obligation Payments due under the Program Obligations.

From and after the issuance of the Bonds, the findings and determinations of the
Board of Directors respecting the Bonds shall be conclusive evidence of the existence of the
facts so found and determined in any action or proceeding in any court in which the validity of
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the Bonds is at issue, and no bona fide purchaser of any of the Bonds shall be required to see to
the existence of any fact or to the performance of any condition or to the taking of any
proceeding required prior to such issuance or to the application of the purchase price paid for the
Bonds, and the validity of the issuance of the Bonds shall not be dependent on or affected in any
way by any proceedings taken by the Authority for the acquisition of the rights to receive the
Program Obligation Payments due under the Program Obligations or by any contracts made by
the Authority in connection therewith, and shall not be dependent upon the performance by any
person, firm or corporation of his or her or its obligation with respect thereto. The recital
contained in the Bonds that the Bonds are issued pursuant to the Act and pursuant to the
Indenture shall be conclusive evidence of their validity and of the regularity of their issuance,
and the Bonds shall be deemed to be issued, within the meaning Indenture, whenever the
definitive Bonds (or any temporary Bonds exchangeable therefor) shall have been originally
delivered to the purchaser thereof and the proceeds of sale thereof received.

Procedure for the Issuance of Bonds and Application of Bond Proceeds

At any time after the sale of the Bonds, the Authority shall prepare the Bonds and
shall execute the Bonds for original issuance under the Indenture and shall deliver them to the
Trustee, and thereupon the Bonds shall be authenticated and delivered by the Trustee to the
underwriters thereof upon receipt of a Written Request of the Authority and upon receipt of
payment of the purchase price thereof from the underwriters (net of the cost of the underwriters’
discount and the premium for the Bond Insurance Policy and the premiums for the Reserve
Instruments for the Bonds, which shall be paid by the underwriters directly to the Bond Insurer
for the Bonds). Upon receipt of payment of such purchase price of the Bonds from the
underwriters, the Trustee shall set aside and deposit in or transfer such net purchase price of the
Bonds for deposit in the following respective funds (or in a temporary account in its books used
to facilitate such deposit or transfer) in the following order:

(1) The Trustee shall deposit in the Program Fund an amount of such
net purchase price received from the sale of the Bonds equal to the net amount required to
be paid by the Authority to the Agency to acquire the rights to receive the payments due
under the Program Obligations, being the sum of $135,144,973.72; and

(2) The Trustee shall transfer to the Treasurer for deposit in the Costs
of Issuance Fund the remaining purchase price received from the sale of the Bonds, being
the sum of $371,868.78.

Program Fund; Acquisition of Program Obligations

The Program Fund is established under the Indenture into which fund shall be
deposited the amount required to be deposited therein by the provisions of the Indenture.

(a) The Authority shall acquire the Merged Downtown Loan Agreement from
the Agency for a purchase price of $118,784,725.05 . The Authority shall deduct therefrom all
costs and expenses of issuing the Bonds allocable to such Loan, including without limitation
allocable portions of the underwriters discount, bond insurance premiums, Reserve Instrument
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premiums and other Costs of Issuance, and shall pay over the remaining amount to the Agency in
exchange for the Merged Downtown Loan Agreement as provided in clause (c) below.

(b) The Authority shall acquire the Oak Park Loan Agreement from the
Agency for a purchase price of $20,997,809.15 The Authority shall deduct therefrom all costs
and expenses of issuing the Bonds allocable to such Loan, including without limitation allocable
portions of the underwriters discount, bond insurance premiums, Reserve Instrument premiums
and other Costs of Issuance, and shall pay over the remaining amount to the Agency in exchange
for the Oak Park Loan Agreement as provided in clause (c) below.

(c) All money in the Program Fund shall be applied by the Trustee upon
receipt of a Written Request of the Authority for the payment of the net purchase price for the
Program Obligations as follows:

(A) Acquisition of the Merged Downtown Loan Agreement for
$114,360,695.41; and

(B) Acquisition of the Oak Park Loan Agreement for $20,412,409.53;

provided, that any money remaining in the Program Fund after the completion of
the acquisition of the rights to receive the Program Obligation Payments due under the Program
Obligations shall be withdrawn by the Trustee from the Program Fund and deposited by the
Trustee in the Revenue Fund and the Program Fund shall thereupon be closed.

Costs of Issuance Fund

The Costs of Issuance Fund is established under the Indenture into which fund
shall be deposited the amount required to be deposited therein by the provisions of the
Indenture. All money in the Costs of Issuance Fund shall be withdrawn as directed by the
Treasurer or his designee in the manner provided by law for payment of Costs of Issuance;
provided, that any money remaining in the Costs of Issuance Fund after the completion of the
payment of the Costs of Issuance (and in any event not later than May 1, 2006) shall be
withdrawn by the Treasurer from the Costs of Issuance Fund and transferred to the Trustee for
deposit by the Trustee in the Revenue Fund and the Cost of Issuance Fund shall thereupon be
closed.

Assignment of Program Obligation and Pledge of Revenues

The Authority assigns to the Trustee for the benefit of the Holders of the Bonds
all of the Authority’s right, title and interest in the rights to receive the Program Obligation
Payments due under the Program Obligations as security for the payment of the Bonds; provided,
that the assignment of the rights to receive the Program Obligation Payments due under the
Program Obligations to the Trustee is solely in its capacity as Trustee under the Indenture, and
the duties, powers and liabilities of the Trustee in acting under the Indenture shall be subject to
the provisions of the Indenture, and the Trustee shall have no responsibility for the
representations, covenants or warranties of the Authority contained in the Program Obligations.
All Revenues received by the Authority under the Indenture are pledged to the payment of the
interest on and the principal or Accreted Value of the Bonds as and when they respectively
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become due as provided in the Indenture, and the Revenues shall not be used for any other
purpose while any of the Bonds remain Outstanding. This pledge shall constitute a first pledge
of and charge and lien upon the Revenues for the payment of the interest on and the principal or
Accreted Value of the Bonds as and when they respectively become due in accordance with the
terms of the Indenture and the Bonds.

Receipt and Deposit of Revenues in the Revenue Fund

In order to carry out and effectuate the assignment and pledge contained in the
Indenture, the Authority agrees and covenants (except as described below in the section “Reserve
Fund”) that all Revenues when and as received by the Authority will be forthwith transferred by
the Authority to the Trustee for deposit in the Revenue Fund which fund is created under the
Indenture and which fund the Authority agrees and covenants to maintain with the Trustee so
long as any Bonds are Outstanding under the Indenture. All money in the Revenue Fund shall be
accounted for through and held in trust in the Revenue Fund by the Trustee, and the Authority
shall have no beneficial right or interest in any money in the Revenue Fund. All Revenues shall
be allocated, applied and disbursed solely to the purposes and uses set forth in the Indenture, and
shall be accounted for separately and apart from all other accounts, funds, money or other
resources of the Authority.

Establishment and Maintenance of Accounts for Use of Money in the Revenue Fund

All money in the Revenue Fund shall be set aside by the Trustee in the following
respective special accounts within the Revenue Fund (each of which is created and each of which
the Trustee covenants and agrees to cause to be maintained) in the following order of priority:

(a) Interest Account, and
(b) Redemption Account.

All money in each of such accounts shall be held in trust by the Trustee and shall
be applied, used and withdrawn only for the purposes authorized in the Indenture.

(a) Interest Account. On or before June 1 and December 1 of each year,
commencing June 1, 2006, the Trustee shall set aside from the Revenue Fund and deposit in the
Interest Account an amount of money equal to the amount of interest becoming due and payable
on all Outstanding Bonds on such June 1 or December 1, as the case may be; provided, that no
deposit need be made into the Interest Account if the amount contained therein is at least equal to
the amount of interest becoming due and payable on all Outstanding Bonds on such June 1 or
December 1.

All money in the Interest Account shall be used and withdrawn by the Trustee
solely for the purpose of paying the interest on the Bonds as it shall become due and payable
(including the payment of accrued interest on any Bonds purchased or redeemed prior to
maturity).

(b) Redemption Account. On or before December 1 of each year,
commencing December 1, 2006 the Trustee shall set aside from the Revenue Fund and deposit in
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the Principal Subaccount in the Redemption Account (which subaccount is created under the
Indenture and which the Trustee covenants and agrees to cause to be maintained so long as any
Serial Bonds shall be Outstanding) an amount of money equal to the principal amount or
Accreted Value of all Outstanding 2005 Serial Bonds maturing on such December 1, and on or
before December 1 of each year, commencing December 1, 2023, the Trustee shall set aside
from the Revenue Fund and deposit in the Sinking Fund Subaccount in the Redemption Account
(which subaccount is created under the Indenture and which the Trustee covenants and agrees to
cause to be maintained so long as any Term Bonds shall be Outstanding) an amount of money
equal to the Sinking Fund Payments required to be deposited therein on such December 1 for all
Outstanding Term Bonds; provided, that no deposit need be made in the Redemption Account if
the amount contained in the Principal Subaccount therein is at least equal to the principal amount
or Accreted Value of all Outstanding Serial Bonds maturing by their terms on such December 1
and if the amount contained in the Sinking Fund Subaccount therein is at least equal to the
amount of the Sinking Fund Payments required to be deposited therein on such December 1 for
all Outstanding Term Bonds.

All money in the Principal Subaccount in the Redemption Account shall be used
and withdrawn by the Trustee solely for the purpose of paying the principal or Accreted Value of
the Serial Bonds as they shall become due and payable, whether at maturity or on prior
redemption, and all money in the Sinking Fund Subaccount in the Redemption Account shall be
used and withdrawn by the Trustee solely for the purpose of purchasing or redeeming or paying
the Term Bonds, and with respect to the Sinking Fund Subaccount, on each Sinking Fund
Payment date the Trustee shall apply the Sinking Fund Payment or Sinking Fund Payments
required to be made on such date to the redemption of the related Term Bonds upon the notice
and in the manner provided in the Indenture or for the payment at maturity of the Term Bonds;
provided, that at any time prior to selection of Term Bonds for such redemption the Trustee shall,
upon receipt of a Written Request of the Authority, apply any money in a subaccount of the
Sinking Fund Subaccount to the purchase for cancellation of the related Term Bonds at public or
private sale as and when and at such prices (including brokerage and other charges, but
excluding accrued interest, which is payable from the Interest Account) as directed in such
Written Request of the Authority, except that the purchase price (excluding accrued interest)
shall not exceed such redemption price that would be payable for the Term Bonds upon
redemption by application of such Sinking Fund Payment, and if during the twelve-month period
immediately preceding any Sinking Fund Payment date the Trustee has purchased any Term
Bonds with money in the Sinking Fund Subaccount, such Term Bonds so purchased shall be
applied to the extent of the full principal amount thereof to reduce the related Sinking Fund
Payment due on such Sinking Fund Payment date.

Reserve Fund

The Reserve Fund is established under the Indenture, in which the Trustee
covenants to hold and maintain the Merged Downtown Reserve Account established under the
Merged Downtown Loan Agreement and the Oak Park Reserve Account established under the
Oak Park Loan Agreement. In the event the amount on deposit in the Merged Downtown
Reserve Account or the Oak Park Reserve Account, after taking into account the amount
available under the applicable Reserve Instrument, shall be less than the Merged Downtown
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Reserve Requirement or the Oak Park Reserve Requirement, respectively, the Trustee shall
promptly notify the Agency of the amount of such deficiency in accordance with the applicable
Loan Agreement. For this purpose all investments in the Reserve Fund on June 1 and December
1 of each year (beginning in June, 2006) shall be valued at the face value thereof if such
investments mature within twelve (12) months from the date of such valuation, or if such
investments mature more than twelve (12) months after the date of such valuation, at the price at
which such investments are redeemable by the holder, at his option, if so redeemable, or if not so
redeemable, at the then current market value of such investments; provided, that no deposit need
be made in the Merged Downtown Reserve Account or the Oak Park Reserve Account, if the
amount contained therein (valued as aforesaid) is at least equal to the applicable reserve
requirement; and provided further, that if as a result of the foregoing valuation the Trustee
determines that an amount in excess of the applicable reserve requirement is on deposit in either
of the accounts in the Reserve Fund, the Trustee shall withdraw such excess and shall apply such
excess as a credit against payments due under the applicable Loan Agreement, as appropriate.
Upon receipt of a deposit from the Agency to the Merged Downtown Reserve Account pursuant
to receipt of notice from the Trustee in accordance with this section and the Merged Downtown
Loan Agreement, the Trustee shall deposit such moneys in the Merged Downtown Reserve
Account. Upon receipt of a deposit from the Agency to the Oak Park Reserve Account pursuant
to receipt of notice from the Trustee in accordance with this section and the Oak Park Loan
Agreement, the Trustee shall deposit such moneys in the Oak Park Reserve Account.

All money in the Merged Downtown Reserve Account in the Reserve Fund shall
be used and withdrawn by the Trustee solely for the purpose of paying Program Obligation
Payments of the Merged Downtown Loan Agreement. All money in the Oak Park Reserve
Account in the Reserve Fund shall be used and withdrawn by the Trustee solely for the purpose
of paying Program Obligation Payments of the Oak Park Loan Agreement.

The Trustee agrees and covenants in the Indenture to comply with the provisions
of each Loan Agreement with respect to the reserve account established under such Loan
Agreement.

Rebate Fund

The Rebate Fund is established under the Indenture in which the Trustee shall
deposit in the Rebate Fund from funds provided by the Authority an amount equal to the Rebate
Requirement in accordance with the Tax Certificate, but only as directed by the Authority in
appropriate Written Requests of the Authority filed with the Trustee, and the Trustee shall apply
all money held in the Rebate Fund as provided in the Indenture and in the Tax Certificate, but
only as directed by the Authority in appropriate Written Requests of the Authority filed with the
Trustee; and subject to the provisions of the Indenture, all money held in the Rebate Fund is
pledged to secure payments to the United States of America, and the Authority and the Holders
shall have no rights in or claims to such money.

In accordance with the Tax Certificate, the Trustee will remit part or all of the
balance held in the Rebate Fund to the United States of America, but only as directed by the
Authority in appropriate Written Requests of the Authority filed with the Trustee, and in
addition, if the Tax Certificate so requires, the Trustee will deposit money into or transfer money
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out of the Rebate Fund from or into such accounts or funds as therein provided, but only as
directed by the Authority in appropriate Written Requests of the Authority filed with the Trustee.

Punctual Payment and Performance

The Authority will punctually pay the interest on and the principal or Accreted
Value of all Bonds issued under the Indenture as and when they respectively become due in strict
conformity with the terms of the Act, and of the Indenture and of the Bonds, and will faithfully
observe and perform all the agreements, conditions, covenants and terms contained in the
Indenture and in all Supplemental Indentures and in the Bonds required to be observed and
performed by it.

Indebtedness and Encumbrances

The Authority will not issue any evidences of indebtedness payable from the
Revenues except as provided in the Indenture, and will not create, nor permit the creation of, any
pledge, lien or other encumbrance upon any money in the Revenue Fund other than as provided
in the Indenture.

Tax Covenants

The Authority will at all times do and perform all acts and things permitted by
law and the Indenture which are necessary to assure that interest paid on the Series A Bonds (or
any of them) will be excluded from gross income for federal income tax purposes and will take
no action that would result in such interest not being excluded from gross income for federal
income tax purposes; and without limiting the generality of the foregoing, the Authority agrees
to comply with the provisions of the Tax Certificate. This covenant shall survive payment in full
or defeasance of the Series A Bonds.

Payment of Claims

The Authority will pay and discharge any and all lawful claims which, if unpaid,
might become payable from the Revenues or any part thereof or upon any funds in the hands of
the Treasurer or the Trustee allocated to the payment of the interest on or the principal or
Accreted Value of the Bonds, or which might impair the security of the Bonds.

Accounting Records and Reports

(a) The Authority will keep or cause to be kept proper books of record and
accounts in which complete and correct entries shall be made of all transactions relating to the
receipts, disbursements, allocation and application of the Revenues, and such books shall be
available for inspection by the Trustee at reasonable hours and under reasonable conditions. Not
more than one hundred eighty (180) days after the close of each Fiscal Year, the Authority will
furnish or cause to be furnished to the Trustee audited financial statements for such Fiscal Year
(constituting a part of the financial statements of the City) prepared by an Independent Certified
Public Accountant. The Authority will also keep or cause to be kept such other information as
required under the Tax Certificate, and the Trustee shall have no duty to review or examine such
statements.
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(b) In accordance with Section 6599.1 of the California Government Code,
until the October 30 following the final maturity of the Bonds, the Authority shall, not later than
October 30 of each year, provide the following information to the California Debt and
Investment Advisory Commission by mail, postage prepaid:

(1) The principal amount of Bonds outstanding and the principal amount of
the Program Obligations outstanding.

(2) The balance in the reserve funds established in connection with the
Program Obligations.

3) The costs of issuance, including any ongoing fees.

(4) The total amount of administrative fees collected.

(5) The amount of administrative fees charged to the Program Obligations.
(6) The interest earnings and terms of all guaranteed investment contracts.
(7 The commissions and fees paid on all guaranteed investment contracts.
(8) The delinquency rates on the Program Obligations.

9) The balance in capitalized interest accounts.

() In addition, in accordance with Section 6599.1 of the California
Government Code, until the final maturity of the Bonds, the Authority shall notify the California
Debt and Investment Advisory Commission by mail, postage prepaid, within ten (10) days if any
of the following events occur:

(1) The City or the Trustee fails to pay interest, principal or Accreted
Value due on the Bonds on any scheduled payment date.

(2) Funds are withdrawn from the Reserve Account to pay interest,
principal or Accreted Value on the Bonds.

(d) Neither the Authority nor the California Debt and Investment Advisory
Commission shall be liable for any inadvertent error in reporting the information required by the
foregoing described provisions of the Indenture, and the failure of the Authority to comply with
the provisions of the Indenture shall not be an Event of Default thereunder.

Protection of Security and Rights of Holders

The Authority will preserve and protect the security of the Bonds and the rights of
the Holders and will warrant and defend their rights against all claims and demands of all
persons.
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Prosecution and Defense of Suits

The Authority will defend against every suit, action or proceeding at any time
brought against the Trustee upon any claim to the extent arising out of the receipt, application or
disbursement of any of the Revenues or to the extent involving the failure of the Authority to
fulfill its obligations under the Indenture; provided, that the Trustee or any affected Holder at its
election may appear in and defend any such suit, action or proceeding. The Authority will
indemnify and hold harmless the Trustee against any and all liability claimed or asserted by any
person to the extent arising out of any such failure by the Authority, and will indemnify and hold
harmless the Trustee against any attorney’s fees or other expenses which it may incur in
connection with any litigation to which it may become a party by reason of its actions under the
Indenture, except for any loss, cost, damage or expense resulting from the active or passive
negligence or willful misconduct of the Trustee.

Enforcement and Amendment of the Program Obligation

The Authority shall enforce all of its rights with respect to the Program
Obligations to the fullest extent necessary to preserve the rights and protect the security of the
Holders under the Indenture. The Program Obligations may only be amended without the
consent of or prior notice to the Holders or the written approval of the Trustee for the purposes
set forth in the Program Obligations, and neither the Authority nor the Trustee shall consent to
any other amendment, change or modification of the Program Obligations without the mailing of
a notice thereof and receipt of the written approval or consent of (i) the Bond Insurer (provided
that the Bond Insurance Policy and the Reserve Instrument related to the applicable Program
Obligation are then in effect and the Bond Insurer is not in default under its payment obligations
under the Bond Insurance Policy or such Reserve Instrument) or (ii) the Holders of not less than
a majority of Bond Obligation of the Bonds at the time Outstanding if either the Bond Insurance
Policy or the Reserve Instrument related to the applicable Program Obligation is no longer in
effect or the Bond Insurer is in default under its payment obligations under the Bond Insurance
Policy or such Reserve Instrument given and procured as provided in the Indenture; provided
that no such amendment shall (a) extend the payment date of any Program Obligation Payments,
or reduce the interest or principal or Accreted Value or prepayment premium payments due
under the Program Obligations, without the prior written consent of the Holder of each Bond so
affected, or (b) reduce the percentage of Bond Obligation of the Bonds the consent of the
Holders of which is required for the execution of any amendment to the Program Obligations;
and provided further, that nothing contained in this section shall be construed to prevent the
Trustee, with the prior consent of the Authority, from settling a default under the Program
Obligations on such terms as the Trustee may determine to be in the best interests of the Holders.
If at any time the Authority shall request the consent of the Trustee to any such proposed
amendment, change or modification of the Program Obligations, the Trustee shall, upon being
satisfactorily indemnified with respect to expenses, cause notice of such proposed amendment,
change or modification to be mailed in the same manner as provided by the Indenture, which
such notice shall briefly set forth the nature of such proposed amendment, change or
modification and shall state that copies of the instrument embodying the same are on file at the
Principal Corporate Trust Office of the Trustee for inspection by the Bond Insurer or the
Holders, as applicable.
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Continuing Disclosure

The Authority will cause the Agency to comply with and carry out all of the
provisions of the Continuing Disclosure Certificate, as originally executed and as may be
amended from time to time in accordance with the terms thereof; provided, that failure of the
Agency to comply with the Continuing Disclosure Certificate shall not be considered an Event of
Default under the Indenture or a breach by the Trustee of any of its duties or obligations under
the Indenture; and provided further, that the Trustee may and, at the request of the Authority or
the Holders of at least twenty-five per cent (25%) in aggregate principal amount of Outstanding
Bonds (but only to the extent indemnified to its satisfaction from liability or expense, including
fees and expenses of its attorneys) shall, 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 Authority to comply with its obligations under the
Continuing Disclosure Certificate.

Maintenance of Existence

The Authority will, so long as any Bonds are Outstanding under the Indenture,
maintain its existence, powers and authority as a joint exercise of powers authority under the
laws of the State.

Further Assurances

The Authority will adopt, deliver, execute, make and file any and all further
assurances, instruments and resolutions as may be reasonably necessary or proper to carry out
the intention or to facilitate the performance of the Indenture and for the better assuring and
confirming unto the Holders of the rights and benefits provided in the Indenture, including
without limitation the filing of all financing statements, agreements, instruments or other
documents in the forms and in the locations necessary to perfect and protect, and to continue the
perfection of, the pledge of the Revenues provided in the Indenture to the fullest extent possible
under applicable law of the State.

The Trustee

U.S. Bank National Association at its Principal Corporate Trust Office, is
appointed Trustee for the purpose of receiving all Revenues which the Authority is required to
deposit with the Trustee under the Indenture and for the purpose of allocating, applying and
using the Revenues as provided under the Indenture and for the purpose of paying the interest on
and the principal or Accreted Value of the Bonds presented for payment at its Principal
Corporate Trust Office and for the purpose of canceling and destroying all paid or redeemed
Bonds and all other Bonds surrendered by the Authority to it pursuant to the Indenture, with the
rights and obligations provided therein. The Authority agrees that it will at all times maintain a
Trustee having a corporate trust office in Los Angeles or in San Francisco, California.

The Authority may at any time, unless there exists any Event of Default, remove
the original Trustee appointed under the Indenture and any successor Trustee thereto and appoint
a successor Trustee thereto by an instrument in writing; provided, that any such successor
Trustee shall be a state or national bank doing business and having a corporate trust office in Los
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Angeles or in San Francisco, California, and having (or in the case of an institution that is
affiliated with a bank holding company, such holding company shall have) a combined capital
(exclusive of borrowed capital) and surplus of at least one hundred million dollars
($100,000,000) and being subject to supervision or examination by federal or state authority; and
if such state or national bank publishes a report of condition at least annually, pursuant to law or
to the requirements of any supervising or examining authority above referred to, then for the
purpose of the Indenture the combined capital and surplus of such bank or trust company or
national banking association (or in the case of an institution that is affiliated with a bank holding
company, such holding company) shall be deemed to be its combined capital and surplus as set
forth in its most recent report of condition so published. The Trustee may at any time resign by
giving written notice of such resignation to the Authority and by mailing to the Holders notice of
such resignation, and upon receiving such notice of resignation, the Authority shall promptly
appoint a successor Trustee by an instrument in writing; provided, that notwithstanding any other
provision under the Indenture, no removal or resignation or termination of the Trustee and
appointment of a successor Trustee shall become effective until the acceptance of appointment
by the successor Trustee. If, within thirty (30) days after notice of the removal or resignation of
the Trustee no successor Trustee shall have been appointed and shall have accepted such
appointment, the removed or resigning Trustee may petition any federal or state court for the
appointment of a successor Trustee, which court may thereupon, after such notice, if any, as it
may deem proper and prescribe and as may be required by law, appoint a successor Trustee
having the qualifications required by the Indenture. The Trustee may be removed at any time for
any breach of the trust set forth in the Indenture.

The Trustee is authorized to pay or redeem the Bonds when duly presented for
payment at maturity or on redemption prior to maturity. The Trustee shall cancel all Bonds upon
payment thereof or upon the surrender thereof by the Authority and shall destroy such Bonds and
shall deliver to the Authority a certificate of such destruction upon request of the Authority. The
Trustee shall keep accurate records of all Bonds paid and discharged and cancelled by it.

The Trustee shall, prior to an Event of Default, and after the curing of all Events
of Default that may have occurred, perform such duties and obligations (and only such duties and
obligations) as are specifically set forth in the Indenture and no implied duties or obligations of
the Trustee shall be read therein. The Trustee shall, during the existence of any Event of Default
(that has not been cured), exercise such of the rights and powers vested in it under the Indenture,
and use the same degree of care and skill in their exercise, as a corporate trustee would exercise
or use under the circumstances.

Procedure for Amendment of or Supplement to the Indenture

(a) Amendment or Supplement With Consent of Holders. The Indenture and
the rights and obligations of the Authority and of the Holders may be amended or supplemented
at any time by the execution and delivery of a Supplemental Indenture by the Authority and the
Trustee, which Supplemental Indenture shall become binding when the written consents of (i) the
Bond Insurer (provided that the Bond Insurance Policy and the Reserve Instruments are then in
effect and the Bond Insurer is not in default under its payment obligations under the Bond
Insurance Policy or either Reserve Instrument) or (ii) the Holders of not less than a majority of
Bond Obligation of the Bonds at the time Outstanding (if either the Bond Insurance Policy or the
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Reserve Instruments are no longer in effect or the Bond Insurer is in default under its payment
obligations under the Bond Insurance Policy or either Reserve Instrument) the Holders of at least
a majority of Bond Obligations of the Bonds then Outstanding, exclusive of Bonds disqualified
as provided in the Indenture, shall have been filed with the Trustee; provided, that before
executing any such Supplemental Indenture the Trustee shall first be provided at the Authority’s
expense with an Opinion of Counsel that such Supplemental Indenture complies with the
provisions of the Indenture, on which opinion the Trustee may conclusively rely; and provided
further, that no such amendment or supplement shall (1) extend the maturity of or reduce the
interest rate on or otherwise alter or impair the obligation of the Authority to pay the interest on
or the principal Accreted Value of or make any Sinking Fund Payment for any Bond at the time
and place and at the rate and in the currency and from the funds provided in the Indenture
without the express written consent of the Holder of such Bond, or (2) permit the issuance by
the Authority of any obligations payable from the Revenues other than the Bonds as provided in
the Indenture, or jeopardize the ability of the Authority to collect the Revenues, or (3) reduce the
percentage of Bond Obligation of the Bonds required for the written consent to any such
amendment or supplement, or (4) modify any rights or obligations of the Trustee without its prior
written assent thereto.

(b) Amendment or Supplement Without Consent of Holders. The Indenture
and the rights and obligations of the Authority and of the Holders may also be amended or
supplemented at any time by the execution and delivery of a Supplemental Indenture by the
Authority and the Trustee, which Supplemental Indenture shall become binding upon execution
without the prior written consent of any Holders, but only to the extent permitted by law and
only after receiving an approving Opinion of Counsel and only for any one or more of the
following purposes:

(1) To add to the agreements and covenants required in the Indenture to be
performed by the Authority other agreements and covenants thereafter to be performed
by the Authority which shall not (in the opinion of the Authority) adversely affect the
interests of the Holders, or to surrender any right or power reserved under the Indenture
to or conferred under the Indenture upon the Authority which shall not (in the opinion of
the Authority) adversely affect the interests of the Holders;

(i1) 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 regard to questions arising under the Indenture which the Authority may deem
desirable or necessary and not inconsistent with the Indenture and which shall not (in the
opinion of the Authority) adversely affect the interests of the Holders;

(ii1))  To add to the agreements and covenants contained in the Indenture such
other agreements and covenants as may be necessary to qualify the Indenture under the
Trust Indenture Act of 1939;

(iv)  To make such additions, deletions or modifications as may be necessary or
appropriate to insure compliance with Section 148(f) of the Code relating to the required
rebate of excess investment earnings to the United States of America, or otherwise as
may be necessary to insure the exclusion from gross income for purposes of federal
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income taxation of the interest on the Bonds or the exemption of such interest from State
personal income taxes;

(v) To make such additions, deletions or modifications as may be necessary or
appropriate to maintain any then current rating by any of the Rating Agencies on the
Bonds; or

(vi)  To add to the rights of the Trustee.

In connection with the proceedings for the execution of any Supplemental
Indenture, the Authority shall provide each of the Rating Agencies with a notice of such
amendment together with a copy of the proposed Supplemental Indenture at least fifteen (15)
days in advance of the execution and delivery thereof.

Events of Default and Acceleration of Maturities

If one or more of the following events (“Events of Default”) shall happen, that is
to say:

(a) if default shall be made by the Authority in the due and punctual payment
of any interest on or principal or Accreted Value of or Sinking Fund Payment for any of the
Bonds when and as the same shall become due and payable;

(b) if default shall be made by the Authority in the observance or performance
of any of the other agreements or covenants contained in the Indenture required to be observed or
performed by it, and such default shall have continued for a period of thirty (30) days after the
Authority shall have been given notice in writing of such default by the Trustee;

(c) if the Authority shall file a petition or answer seeking arrangement or
reorganization under the federal bankruptcy laws or any other applicable law of the United States
of America or any state therein, or if a court of competent jurisdiction shall approve a petition
filed with or without the consent of the Authority seeking arrangement or reorganization under
the federal bankruptcy laws or any other applicable law of the United States of America or any
state therein, 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 Authority or of the whole or any
substantial part of its property; or

(d) if an Event of Default (as that term is defined in the applicable Loan
Agreement) has occurred under one of the Loan Agreements;

then and in each and every such case during the continuance of such Event of Default the Trustee
may, and upon the written request of the Holders of not less than a majority of Bond Obligation
of the Bonds then Outstanding, and in each case so long as the Trustee is indemnified to its
satisfaction therefor, shall, by notice in writing to the Authority, declare the principal and
Accreted Value of all Bonds then Outstanding and the interest accrued thereon to be due and
payable immediately, and upon any such declaration the same shall, without further action,
become due and payable, anything contained herein or in the Bonds to the contrary
notwithstanding; provided, that this provision is subject to the condition that if at any time after
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the principal and Accreted Value of the Bonds then Outstanding shall have been so declared due
and payable and before any judgment or decree for the payment of the money due shall have
been obtained or entered the Authority shall deposit with the Trustee a sum sufficient to pay all
matured interest on all the Bonds and all principal and Accreted Value of the Bonds matured
prior to such declaration, with interest, at the rate borne by such Bonds on such overdue interest,
principal or Accreted Value, and the reasonable fees and expenses of the Trustee, and any and all
other defaults known to the Trustee (other than in the payment of interest on and principal and
Accreted Value of the Bonds 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 and in every such case the Holders of not less
than a majority of Bond Obligation of Bonds then Outstanding, by written notice to the Authority
and to the Trustee, may, on behalf of the Holders of all the Bonds then Outstanding, rescind and
annul such declaration and its consequences; and provided further, that no such rescission and
annulment shall extend to or shall affect any subsequent default or shall impair or exhaust any
right or power consequent thereon.

Application of Funds Upon Acceleration

All money in the accounts and funds provided in the Indenture upon the date of
the declaration of acceleration by the Trustee as provided in the Indenture and all Revenues
thereafter received by the Authority thereunder shall be transmitted to the Trustee and shall be
applied by the Trustee in the following order:

First, to the payment of the fees, costs and expenses of the Trustee, if any, in
carrying out the provisions of the Indenture and of any other agreement to which the Trustee is a
party in connection therewith, including any outstanding fees and expenses of the Trustee and
including reasonable compensation to its accountants and counsel, and thereafter to the payment
of the costs and expenses of the Holders in providing for the declaration of such Event of
Default, including reasonable compensation to their accountants and counsel; and

Second, upon presentation of the several Bonds, and the stamping thereon of the
amount of the payment if only partially paid or upon the surrender thereof if fully paid, to the
payment of the whole amount then owing and unpaid upon the Bonds for interest and principal
or Accreted Value, with (to the extent permitted by law) interest on the overdue interest and
principal or Accreted Value at the rate borne by such Bonds, and in case such money shall be
insufficient to pay in full the whole amount so owing and unpaid upon the Bonds, then to the
payment of such interest, principal or Accreted Value and (to the extent permitted by law)
interest on overdue interest and principal or Accreted Value without preference or priority
among such interest, principal or Accreted Value and interest on overdue interest and principal
or Accreted Value ratably to the aggregate of such interest, principal or Accreted Value and
interest on overdue interest and principal or Accreted Value.

Institution of Legal Proceedings by the Trustee

If one or more Events of Default shall happen and be continuing, the Trustee may,
and upon the written request of the Holders of a majority of Bond Obligation of the Bonds then
Outstanding, and in each case so long as the Trustee is indemnified to its satisfaction therefor,
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shall proceed to protect or enforce its rights or the rights of the Holders of Bonds under the
Indenture by a suit in equity or action at law, either for the specific performance of any
agreement or covenant contained therein or in aid of the execution of any power in the Indenture
granted, or by mandamus or other appropriate proceeding for the enforcement of any other legal
or equitable remedy as the Trustee shall deem most effectual in support of any of its rights and
duties thereunder; provided, that nothing contained in the Indenture or in the Bonds shall affect
or impair the obligation of the Authority, which is absolute and unconditional, to pay the interest
on and the principal or Accreted Value of the Bonds to the respective Holders of the Bonds as
and when they respectively become due as provided in the Indenture from the Revenues as
provided in the Indenture pledged for such payment, or shall affect or impair the right of such
Holders, which is also absolute and unconditional, to institute suit to enforce such payment by
virtue of the contract embodied in the Indenture and in the Bonds.

A waiver of any default or breach of duty or contract by the Trustee or any Holder
shall not affect any subsequent default or breach of duty or contract or impair any rights or
remedies on any such subsequent default or breach of duty or contract. No delay or omission by
the Trustee or any Holder to exercise any right or remedy accruing upon any default or breach of
duty or contract shall impair any such right or remedy or shall be construed to be a waiver of any
such default or breach of duty or contract or an acquiescence therein, and every right or remedy
conferred upon the Holders by the Act or by the Indenture may be enforced and exercised from
time to time and as often as shall be deemed expedient by the Trustee or the Holders.

If any action, proceeding or suit to enforce any right or exercise any remedy is
abandoned, the Authority, the Trustee and any Holder shall be restored to their former positions,
rights and remedies as if such action, proceeding or suit had not been brought or taken.

Remedies Not Exclusive

No remedy in the Indenture conferred upon or reserved to the Holders is intended
to be exclusive of any other remedy, and every such remedy shall be cumulative and shall be in
addition to every other remedy given under the Indenture or now or hereafter existing at law or
in equity or by statute or otherwise, and may be exercised without exhausting and without regard
to any other remedy conferred by the Act or any other law.

Discharge of the Bonds

If the Authority shall pay or cause to be paid or there shall otherwise be paid to
the Holders of all Outstanding Bonds the interest thereon and the principal or Accreted Value
thereof as and when they respectively become due and payable in accordance with their terms or
upon redemption proceedings as provided in the Indenture, or otherwise, and the whole amount
of the principal or Accreted Value and the interest so due and payable upon all of the Bonds shall
be paid, or provision shall have been made for the payment of the same, together with all other
sums payable by the Authority under the Indenture, including all fees and expenses of the
Trustee, then and in that case the Indenture and the lien created thereby shall be completely
discharged and satisfied and the Authority shall be released from the agreements, conditions,
covenants and other obligations of the Authority contained in the Indenture, and the Trustee
shall assign and transfer to or upon the order of the Authority all property, money or securities
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(in excess of the amounts required for the foregoing) then held by the Trustee free and clear of
any encumbrances and the Trustee shall execute and deliver to the Authority all such instruments
as may be necessary or desirable to evidence such discharge and satisfaction.

Any Outstanding Bonds shall prior to the maturity date or redemption date thereof
be deemed to have been paid within the meaning of and with the effect expressed in the
preceding paragraph if there shall be on deposit with the Trustee money which is sufficient to
pay the interest due on such Bonds on such date and the principal or Accreted Value due on such
Bonds on such date.

Any Outstanding Bonds shall prior to the maturity date or redemption date thereof
be deemed to have been paid within the meaning and with the effect expressed in the initial
paragraph of this section (except that the Authority shall remain liable for the payment of such
Bonds, but only out of the money or securities deposited with the Trustee or an escrow agent as
described below) if (1) in case any of such Bonds are to be redeemed on any date prior to their
maturity date, the Authority shall have agreed to mail a notice of redemption pursuant to the
Indenture to the respective Holders of all such Outstanding Bonds and to DTC and the
Information Services selected by it pursuant to the Indenture, (2) there shall have been deposited
with the Trustee or an escrow agent acceptable to the Bond Insurer for the Bonds either money in
an amount which shall be sufficient or Defeasance Securities the interest on and the principal of
which when paid will provide money which, together with the money, if any, deposited with the
Trustee or such escrow agent at the same time, shall be sufficient to pay when due the interest to
become due on such Bonds on and prior to the maturity dates or redemption dates thereof, as the
case may be, and the principal or Accreted Value of such Bonds on and prior to the maturity
dates or the redemption dates thereof, as the case may be, as evidenced by (i) an Accountant’s
Report of an Independent Certified Public Accountant or such other accountant as shall be
acceptable to the Bond Insurer for the Bonds (“Accountant”) verifying the sufficiency of the
escrow established to pay the Bonds in full on the maturity or redemption date (“Verification),
(i1) an Escrow Deposit Agreement (which shall be acceptable in form and substance to the Bond
Insurer for the Bonds), and (iii) an Opinion of Counsel to the effect that the Bonds are no longer
“Outstanding” under the Indenture (each such Verification and Opinion of Counsel to be
acceptable in form and substance, and addressed, to the Authority, the Trustee and the Bond
Insurer for the Bonds, and in the event a forward purchase agreement is employed in the
refunding, such agreement shall be subject to the approval of the Bond Insurer for the Bonds and
shall be accompanied by such Opinions of Counsel as may be required by the Bond Insurer for
the Bonds, and the Bond Insurer for the Bonds shall be provided with final drafts of the above-
referenced documentation no less than five (5) Business Days prior to the funding of the
escrow); and (3) in the event such Bonds are not by their terms subject to redemption within the
next succeeding sixty (60) days, the Authority shall have agreed to mail pursuant to the Indenture
a notice to the Holders of such Bonds and to DTC and the Information Services selected by it
pursuant to the Indenture that the deposit required by clause (2) above has been made with such
escrow agent or the Trustee and that such Bonds are deemed to have been paid in accordance
with the Indenture, and stating the maturity dates or redemption dates, as the case may be, upon
which money will be available for the payment of the principal or Accreted Value of such
Bonds. Bonds shall be deemed Outstanding under the Indenture unless and until they are in fact
paid and retired or the above criteria are met.
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Unclaimed Money

Anything contained in the Indenture to the contrary notwithstanding, any money
held by the Trustee in trust for the payment and discharge of any of the Bonds or any interest
thereon which remains unclaimed for two (2) years after the date when such Bonds or interest
thereon have become due and payable, either at their stated maturity dates or by call for
redemption prior to maturity, if such money was held by the Trustee on such date, or for two (2)
years after the date of deposit of such money if deposited with the Trustee after the date when
such Bonds or interest thereon became due and payable, shall be repaid by the Trustee to the
Authority as its absolute property free from trust for use in accordance with the Act, and the
Trustee shall thereupon be released and discharged with respect thereto and the Holders shall
look only to the Authority for the payment of such Bonds and the interest thereon; provided, that
before the Trustee shall be required to make any such repayment the Authority shall mail
pursuant to the Indenture a notice to the Holders of all Outstanding Bonds and to DTC and the
Information Services selected by the Authority pursuant to the Indenture that such money
remains unclaimed and that after a date named in such notice, which date shall not be less than
thirty (30) days after the date of the mailing of such notice, the balance of such money then
unclaimed will be returned to the Authority.

Liability of Authority Limited to Revenues and Certain Other Funds

Notwithstanding anything contained in the Indenture, the Authority shall not be
required to advance any money derived from any source of funds other than the Revenues and
the other funds provided therein for the payment of the interest on or the principal or Accreted
Value of the Bonds or for the performance of any agreements or covenants contained therein;
provided, that the Authority may advance funds for any such purpose so long as such funds are
derived from a source legally available for such purpose without incurring an indebtedness.

The Bonds are limited obligations of the Authority, and are payable from, and are
secured as to the payment of the interest thereon and the principal or Accreted Value thereof, in
accordance with their terms and the terms of the Indenture, solely from the Revenues and the
other funds provided in the Indenture for their payment. The Bonds shall not constitute a charge
against the general credit of the Authority or the general credit of the City or the Agency, and
under no circumstances shall the Authority be obligated to pay the interest on or the principal or
Accreted Value of the Bonds except from the Revenues and such other funds, and neither the
State nor any public agency thereof nor the City shall be obligated to pay the interest on or the
principal or Accreted Value of the Bonds, and neither the faith and credit nor the taxing power of
the Authority, the State or any public agency thereof or the City shall be pledged to the payment
of the interest on or the principal or Accreted Value of the Bonds, and neither the payment of the
interest on or the principal or Accreted Value of the Bonds shall constitute a debt, liability or
obligation of the State nor any public agency thereof nor the City.

Deposit and Investment of Money in Accounts and Funds

All money held by the Treasurer in any account or fund established under the
Indenture shall be invested in Legal Investments that mature not later than the date on which it is
estimated that such money will be required to be paid out under the Indenture, and all money
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held by the Trustee in any account or fund established under the Indenture shall be invested by
the Trustee pursuant to a Written Request of the Authority received by the Trustee at least two
(2) days before making any such investment in those Legal Investments specified in such Written
Request of the Authority that mature not later than the date on which it is estimated that such
money will be required to be paid out under the Indenture, and the Trustee may conclusively rely
that any investment specified in any such Written Request of the Authority is a Legal
Investment; provided, that in the absence of receipt of any such Written Request of the
Authority, the Trustee shall, to the extent practicable, invest such money in securities defined in
paragraph (7) of the definition of Legal Investments; and provided further, that for investment
purposes the Trustee may commingle the money in the accounts and funds established under the
Indenture (except the money in the Reserve Fund), but shall account for each separately. The
Trustee (or any of its affiliates) may act as principal or agent or as sponsor, advisor or manager
in connection with the making or disposition of any investment by the Trustee under the
Indenture and may impose its customary charges therefor, and the Trustee shall not be
responsible for any loss suffered in connection with any investment made in accordance with the
Indenture.

The Authority acknowledges that to the extent regulations of the Comptroller of
the Currency or other applicable regulatory entity grant the Authority the right to receive
brokerage confirmations of security transactions as they occur, the Authority specifically waives
receipt of such confirmations to the extent permitted by law; provided, that the Trustee will
furnish the Authority periodic cash transaction statements which include details for all
investment transactions made by the Trustee under the Indenture.

All interest received on any such money so deposited or invested which exceeds
the requirements of the fund from which such money was deposited or invested shall (subject to
the requirements of the Indenture be deposited in the Revenue Fund, and all losses on any such
money so deposited or invested shall be borne by the fund from which the deposit or investment
was made.

Acquisition of Bonds by Authority

All Bonds acquired by the Authority, whether by purchase or gift or otherwise,
shall be surrendered to the Trustee for cancellation as provided in the Indenture.

Maintenance of Accounts and Funds

Any account or fund required in the Indenture to be established and maintained by
the Treasurer or the Trustee may be maintained by the Treasurer or the Trustee, as the case may
be in its accounting records in its customary manner either as an account or a fund, and may, for
the purposes of such accounting records, any audits thereof and any financial reports or
statements with respect thereto, be treated either as an account or as a fund; but all such
accounting records with respect to all such accounts and funds shall at all times be maintained by
the Treasurer and the Trustee in accordance with industry standards and with due regard for the
protection of the security of the Bonds and the rights of the Holders.
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THE LOAN AGREEMENTS

Certain provisions of each Loan Agreement are briefly summarized below.
Unless otherwise indicated, in the following summary of the Loan Agreements, the term “Loan”
refers to the Merged Downtown Loan or the Oak Park Loan, as applicable, the term “Loan
Agreement” refers to the Merged Downtown Loan Agreement or the Oak Park Loan Agreement,
as applicable, the term “Redevelopment Plan” refers to the Merged Downtown Redevelopment
Plan or the Oak Park Redevelopment Plan, as applicable, the term “Reserve Account” refers to
the Merged Downtown Reserve Account or the Oak Park Reserve Account, as applicable, the
term “Reserve Requirement” refers to the Merged Downtown Reserve Requirement or the Oak
Park Reserve Requirement, as applicable, the term “Reserve Instrument” means the 2005
Merged Downtown Reserve Instrument or the 2005 Oak Park Reserve Instrument, as applicable.

Terms of Loan; Payment of Principal and Interest

The principal of the Loan allocable to the Series A Bonds and the Series B Bonds,
respectively, shall be payable in installments on December 1 in each of the years and in the
amounts, and interest on such Loan shall be payable in installments on June 1 and December 1 in
each of the years and in the amounts as provided in the Loan Agreement. Principal of and
interest on the Loan shall be payable by the Agency to the Trustee, as assignee of the Authority
under the Indenture, in immediately available funds which constitute lawful money of the United
States of America. Payment of such principal and interest shall be secured, and amounts for the
payment thereof shall be deposited with the Trustee at the times, as set forth in the Loan
Agreement.

Optional Prepayment of Loans

The Merged Downtown Loan and the Oak Park Loan shall not be subject to
optional prepayment prior to December 1, 2015. The principal of the Merged Downtown Loan
and the Oak Park Loan shall be subject to optional prepayment on or after December 1, 2015, in
whole or in part on any date, by such principal installments or portions thereof as shall be
determined by the Agency (which determination shall not be inconsistent with any requirement
for the selection of the allocable Bonds under the Indenture), from any available source of funds,
at a prepayment price equal to the amount of the principal installments so called for prepayment,
and together with accrued interest thereon to the date of prepayment. In the event that a portion
of the principal of the Loan shall have been prepaid by the Agency pursuant to the Loan
Agreement, the amount of all future annual principal installments set forth in the Loan
Agreement shall be reduced as determined by the Agency pursuant to the Loan Agreement. If
the prepayment price described above exceeds the amount necessary to redeem an allocable
amount of Bonds, as confirmed by an Independent Financial Consultant, such excess shall be
refunded to the Agency, free and clear of the lien of the Loan Agreement, or such prepayment
price shall be reduced accordingly.

Redevelopment Fund

The Redevelopment Fund is established under the Loan Agreement, which shall
be held and maintained by the Agency as a fund separate and apart from other moneys of the
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Agency; provided, however, that this fund may be one and the same as any other fund
theretofore or thereafter created pursuant to any Parity Debt Instrument for the purposes
described in the Loan Agreement. The moneys deposited in the Redevelopment Fund pursuant
to the Loan Agreement shall be used solely in the manner provided by the Redevelopment Law
and the Redevelopment Plan, and in accordance with the Tax Certificate. The Agency shall pay
moneys from the Redevelopment Fund upon receipt of claims thereon and signed by at least one
duly authorized officer or member of the Agency. The Agency shall be authorized to pay its
Allocable Share of any Costs of Issuance not paid with moneys in the Cost of Issuance Fund
from moneys in the Redevelopment Fund. The Agency warrants that no withdrawal shall be
requested from the Redevelopment Fund for any purpose not authorized by law and shall be for
payment or reimbursement for costs incurred with respect to the Redevelopment Project.

Low to Moderate Income Housing Fund

There is established and held by the Agency pursuant to Section 33334.3 of the
Redevelopment Law a special trust fund designated as the “Low and Moderate Income Housing
Fund”. The moneys deposited in the Low and Moderate Income Housing Fund pursuant to the
Loan Agreement shall be held in a segregated account and shall be used solely in the manner and
for the purposes as provided by Sections 33334.2 and 33334.3 of the Redevelopment Law;
provided, however, that this fund may be one and the same as any other fund theretofore or
thereafter created pursuant to any Parity Debt Instrument for the purposes described in the Loan
Agreement.

Reserve Account

The Reserve Account is established under the Loan Agreement, which shall be
held by the Trustee under the Indenture within the Reserve Fund in trust for the benefit of the
Holders of the Bonds allocable to the acquisition of the Loan Agreement. The Reserve Account
is not pledged to pay debt service on the Bonds not allocable to the acquisition of the Loan
Agreement, on any Parity Debt or any other indebtedness of the Agency. The Reserve Account
shall be used solely to pay principal, Accreted Value interest and redemption premium, if any, on
the Bonds allocable to the acquisition of the Loan Agreement (and not on any other
indebtedness), and only to the extent necessary due to payment defaults on the Loan. The amount
on deposit in the Reserve Account shall be maintained at the Reserve Requirement at all times
prior to the payment of the Loan in full pursuant to the Loan Agreement, except to the extent
required for the purposes set forth in the Loan Agreement.

If the Agency shall fail to deposit with the Trustee the full amount of interest and
principal required to be deposited with respect to the Loan pursuant to the Loan Agreement on or
before 1:00 p.m., Sacramento Time, on the Business Day preceding any Interest Payment Date,
the Trustee shall immediately notify the Agency of such failure, such notice to be given by
telephone, telefax or other form of telecommunication confirmed in writing, and, unless such
failure is corrected by 3:00 p.m., Sacramento Time, on such date, the Trustee shall withdraw
from the Reserve Account and deposit in the Interest Account and the Redemption Account, in
such order, the difference between the amount required to be deposited with respect to the Loan
and the amount, if any, actually deposited by the Agency. Any deposits in the Interest Account
or the Redemption Account from the Reserve Account shall be used solely to pay principal,
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interest or premium on the Loan (and not on any other indebtedness). 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 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 applied to the payment of any obligations other
than the Loan Agreement, and only to the extent provided above.

In the event that the amount on deposit in the Reserve Account on the Business
Day following any Interest Payment Date (other than the final Interest Payment Date) exceeds
the Reserve Requirement, the Trustee shall apply all amounts in excess of the Reserve
Requirement as a credit against the next succeeding transfer required with respect to the Bonds
pursuant to the Loan Agreement. At the Request of the Agency, all amounts in the Reserve
Account shall either (a) be transferred by the Trustee, on or before the Business Day preceding
the final Interest Payment Date, as a credit against the transfer required on such date with respect
to the Bonds pursuant to the Loan Agreement, or (b) transferred, following the final Interest
Payment Date, to the Agency to be deposited pro rata (based on the deposits made pursuant to
the Loan Agreement and (d)) in the Redevelopment Fund and the Low and Moderate Income
Housing Fund. Notwithstanding the foregoing provisions, however, no amounts shall be
withdrawn from the Reserve Account and credited or transferred to the Agency during any
period in which an Event of Default shall have occurred and be continuing under the Loan
Agreement.

The Agency shall have the right at any time to release funds from the Reserve
Account, or to satisfy the Reserve Requirement, in whole or in part, by tendering to the Trustee a
Qualified Reserve Account Credit Instrument in an amount not less than the amount so to be
released, provided that the amount on deposit in the Reserve Account after such substitution,
taking into consideration all cash and all Qualified Reserve Account Credit Instruments on
deposit therein, is equal to or greater than the Reserve Requirement. Upon tender of such a
Qualified Reserve Account Credit Instrument to the Trustee together with an Opinion of Counsel
to the effect such substitution will not, in and of itself, cause interest on the Bonds to be included
in gross income for federal income tax purposes, the Trustee shall transfer the amount of cash in
the Reserve Account, if any, replaced by such Qualified Reserve Account Credit Instrument, to
the Agency free and clear of the lien of the Loan Agreement. Any funds so released shall be
deposited pro rata (based on the deposits made pursuant to the Loan Agreement) in the
Redevelopment Fund and the Low and Moderate Income Housing Fund. 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 required under the Loan Agreement. The Reserve
Requirement shall be satisfied initially by the Reserve Instrument held by the Trustee.

Except with respect to any Qualified Reserve Account Credit Instrument that
expires on the final maturity date of the Bonds, 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
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that the amount on deposit in the 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
Trustee 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 Reserve Account.

If the Reserve Requirement shall at any time be maintained in the Reserve
Account in the form of two or more Qualified Reserve Account Credit Instruments, the Trustee
shall draw on such Instruments pro-rata to make any payment then required to made from the
Reserve Account. 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 the
Reserve Account, the Tax Revenues thereafter received by the Agency, to the extent remaining
after making the other deposits (if any) then required to be made pursuant to the Loan
Agreement, shall be transferred by the Agency to the Trustee to be used to reinstate the Qualified
Reserve Account Credit Instrument.

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, subject to the following specific
conditions which are made conditions precedent to the issuance and delivery of such Parity Debt
issued under the 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) Except as provided under (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%), (i1) based on the most recent taxable valuation of property in the Project Area as
evidenced by the records of the 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, and exclusive of any Appeals
Adjustment and any outstanding Reserve Instrument Costs, shall be at least equal to: (a)
with respect to Tax Revenues under the Merged Downtown Loan Agreement, 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 (b) with respect to Tax
Revenues under the Oak Park Loan Agreement, one hundred thirty percent (130%),
reducing to one hundred twenty-five percent (125%) at such time as no 1999 Bonds (as
defined in this Official Statement) remain outstanding, 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.

(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
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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: (a) with respect to Parity Debt
issued under the Merged Downtown Loan Agreement, interest thereon shall be payable
on May 1 and November 1 and principal thereof shall be payable on November 1 in any
year in which principal is payable; and (b) with respect to Parity Debt issued under the
Oak Park Loan Agreement, 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.

63) 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.

(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), (c) and (d) above have been satisfied.

(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 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.

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:

(a) The Agency shall be in compliance with all covenants set forth in the
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 shall be equally secured by a first pledge of, security
interest in and lien on all of the Tax Revenues, without preference or priority for series, issue,
number, dated date, sale date, date of execution or date of delivery. The Tax Revenues are
allocated in their entirety to the payment of the principal of and interest on the Loan and all
Parity Debt as provided in the Loan Agreement. Except for the Tax Revenues no funds or
properties of the Agency shall be pledged to, or otherwise liable for, the payment of principal of
or interest or premium (if any) on the Loan.

The Special Fund is established under the Loan Agreement, which fund shall be
held by the Agency. This fund may be one and the same as any other fund theretofore or
thereafter created by the Agency under any Parity Debt Instrument for the purposes described in
the Loan Agreement. The Agency shall deposit all of the Tax Revenues received in any Bond
Year in the Special Fund promptly upon receipt thereof by the Agency, until such time (if any)
during such Bond Year as the amounts on deposit in the Special Fund equal the aggregate
amounts required to be transferred to the Trustee pursuant to the Loan Agreement; and (except as
may be otherwise provided in any Parity Debt Instrument or in the Loan Agreement) any Tax
Revenues received during such Bond Year in excess of such amounts shall be released from the
pledge and lien under the Loan Agreement and may be used for any lawful purposes of the
Agency. Prior to the payment in full of the principal of and interest and prepayment premium (if
any) on the Loan and all Parity Debt and the payment in full of all other amounts payable under
the Loan Agreement and under any Parity Debt Instrument, the Agency shall not have any
beneficial right or interest in the moneys on deposit in the Special Fund, except only as provided
in the Loan Agreement and in any Parity Debt Instrument, and such moneys shall be used and
applied as set forth in the Loan Agreement and in any Parity Debt Instrument.

The Agency shall withdraw from the 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 Business Day preceding
each Interest Payment Date commencing with the Interest Payment Date on June 1, 2006,
the Agency shall withdraw from the Special Fund and transfer to the Trustee an amount
equal to the aggregate amount of principal of and interest becoming due and payable on
such Interest Payment Date pursuant to the Loan Agreement and pursuant to any Parity
Debt Instrument.

(b) Reserve Account Deposits. In the event that the Trustee shall notify the
Agency pursuant to the Loan Agreement that the amount on deposit in the Reserve
Account is less than the Reserve Requirement, or that the amount on deposit in any
reserve account for any Parity Debt is less than the minimum requirement thereof, the
Agency shall immediately withdraw from the Special Fund and transfer to the Trustee for
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deposit in the Reserve Account or any such other reserve account, as appropriate, an
amount of money necessary to maintain the Reserve Requirement in the Reserve Account
and the minimum balance in any such other reserve account. If the amount available in
the Special Fund is insufficient for such purpose, such deposits shall be made to the
Reserve Account and such other reserve accounts on a pro rata basis according to the
principal amount of indebtedness secured thereby. No such transfer and deposit need be
made to the Reserve Account so long as there shall be on deposit therein a sum at least
equal to the Reserve Requirement.

(c) Surplus. Except as may be otherwise provided in any Parity Debt
Instrument, the Agency shall not be obligated to deposit in the Special Fund in any Bond
Year an amount of Tax Revenues which, together with other available amounts in the
Special Fund, exceeds the amounts required to be transferred to the Trustee or the City in
such Bond Year pursuant to the Loan Agreement. If for any reason whatsoever any
amounts shall remain on deposit in the Special Fund on any June 2 or December 2 after
making all of the transfers theretofore required to be made pursuant to the preceding
clauses (a) and (b) and pursuant to any Parity Debt Instrument, the Agency may, subject
to the Loan Agreement, withdraw such amounts from the Special Fund, to be used for
any lawful purpose of the Agency.

Investment of Moneys; Valuation of Investments

All moneys in the Redevelopment Fund, the Low Income and Moderate Income
Housing Fund and the Special Fund shall be invested by the Agency solely in investments which
are authorized under law, maturing not later than the respective dates on which such moneys are
estimated by the Agency to be required for application to the Redevelopment Project or required
to be deposited with the Trustee or the City pursuant to the Loan Agreement as applicable. All
moneys in the Reserve Account shall be invested by the Trustee solely in Permitted Investments
pursuant to the direction of the Agency given to the Trustee (and promptly confirmed in writing
by the Agency) in advance of the making of such investments. At least one-half of the amount in
the Reserve Account are to be invested in Permitted Investments with maturities of less than six
(6) months; the remainder of such moneys are to be invested in Permitted Investments with
maturities of not more than five (5) years. Obligations purchased as an investment of moneys in
the Reserve Account shall be deemed to be part of the Reserve Account. The Reserve Account
shall be marked to market valuation conducted on an annual basis by the Trustee. In making any
such market valuation, the Trustee may utilize such computerized pricing services as are
available to it.

Except as provided in the Loan Agreement, all interest, profits and other income
received from the investment of moneys in any fund or account held under this Loan Agreement
shall be deposited in such fund or account, provided that the Agency may, in its discretion,
deposit investment earnings on moneys in the Redevelopment Fund into the Special Fund.
Notwithstanding anything to the contrary contained in this paragraph, an amount of interest
received with respect to any investment equal to the amount of accrued interest, if any, paid as
part of the purchase price of such investment shall be credited to the fund from which such
accrued interest was paid. Permitted Investments acquired as an investment of moneys in any
fund or account held under the Loan Agreement shall be credited to such fund.
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Limitation on Superior Debt

Under the Loan Agreement, the Agency covenants that, so long as the 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 which is superior to or on a parity with the lien
established under the Loan Agreement for the security of the Loan, excepting only existing
Parity Debt and Parity Debt issued pursuant to the Loan Agreement. Except for the provisions of
the Loan Agreement with respect to the issuance of Subordinate Debt, nothing therein is
intended or shall be construed in any way to prohibit or impose any limitations upon the issuance
or incurrence by the Agency of loans, bonds, notes, advances or other indebtedness which are
unsecured or which are secured by junior liens on the Tax Revenues.

Books and Accounts; Financial Statement

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, in which complete and
correct entries shall be made of all transactions relating to the Redevelopment Project, the Tax
Revenues, the Special Fund, the Redevelopment Fund, the Low and Moderate Income Housing
Fund and the Reserve Account. 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 City and the Holders of any Bonds then Outstanding, or their
representatives authorized in writing.

Protection of Security and Rights

The Agency will preserve and protect the security of the Loan and the rights of
the Trustee and the Holders of the Bonds with respect to the Loan. From and after the Closing
Date, the Loan shall be incontestable by the Agency.

Disposition of Property in Project Area

The Agency will not authorize the disposition of any real property in the Project
Area to anyone which will result in such property becoming exempt from taxation because of
public ownership or use or otherwise (except for public ownership or use contemplated by the
Redevelopment Plan in effect on the date of execution and delivery of the Loan Agreement, or
property to be used for public streets or public off-street parking facilities or easements or rights
of way for public utilities, or other similar uses) if such dispositions, together with all similar
prior dispositions on or subsequent to the effective date of the Loan Agreement, shall comprise
more than ten percent (10%) of the assessed value in the Project Area, based on the most recently
equalized tax rolls of the County of Sacramento. If the Agency proposes to make any such
disposition which, together with all similar dispositions on or subsequent to the effective date of
the Loan Agreement, shall comprise more than ten percent (10%) of the assessed value in the
Project Area, it shall appoint an Independent Redevelopment Consultant and direct such
consultant to submit a report (the “Disposition Report”) on the effect of such proposed
disposition. If the Disposition 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
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proposed disposition, the Agency may make such proposed disposition. If the Disposition
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 disposition, the Agency
shall either not make such proposed disposition, or shall require that such new owner or owners
either:

(1) Pay to the Agency, so long as any of the Bonds allocable to the acquisition
of the Loan Agreement are Outstanding, an amount equal to the amount that would have
been received by the Agency as Tax Revenues if such property were assessed and taxed
in the same manner as privately-owned non-exempt property, which payment shall be
made within thirty (30) days after taxes for each year would become payable to the taxing
agencies for non-exempt property and in any event prior to the delinquency date of such
taxes established by law; or

(2) Pay to the Agency a single sum equal to the amount estimated by the
Agency to be receivable from taxes on such property from the date of such payment to
the last maturity date of all Outstanding Bonds allocable to the acquisition of the Loan
Agreement, less a reasonable discount value.

All such payments to the Agency in lieu of taxes shall be treated as Tax Revenues
and shall be deposited by the Agency as required by the Loan Agreement. For purposes of this
section of the Loan Agreement, “materially reduced” means reduced to an extent that would
result in an inability to satisfy the test regarding Parity Debt contained in the Loan Agreement
and described above under “Parity Debt” in clause (b) thereof.

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 appropriate officials of the County
and (in the case of supplemental revenues and other amounts payable by the State) appropriate
officials of the State of California. 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
Tax Revenues available to the Agency for payment of the Loan. Nothing in the 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, amendment or supplement which by its term is
subordinate to the payment of the Loan and all Parity Debt.

Tax Covenant

The Agency will at all times do and perform all acts and things permitted by law
and by the applicable Loan Agreement which are necessary to assure that interest paid on the
Series A Bonds (or any of them) will be excluded from gross income for federal income tax
purposes and will take no action that would result in such interest not being excluded from gross
income for federal income tax purposes; and without limiting the generality of the foregoing, the
Agency agrees to comply with the provisions of the Tax Certificate. This covenant shall survive
payment in full or defeasance of the Series A Bonds.
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Continuing Disclosure

The Agency covenants and agrees to comply with and carry out all of the
provisions contained in the Continuing Disclosure Certificate. Notwithstanding any other
provision of the Loan Agreement, failure of the Agency to comply with its obligations under the
Loan Agreement shall not be an Event of Default thereunder. However, any Participating
Underwriter (within the meaning of the Continuing Disclosure Certificate) 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 under the Loan Agreement.

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 the Plan Limit, as well as future cumulative annual
payments on the Loan, any Parity Debt and any other obligation of the Agency payable from Tax
Revenues. The Agency will not accept 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 Plan Limit to fall below the remaining cumulative debt service, except for the purpose
of depositing such Tax Revenues in escrow for future Loan or Parity Debt payments or to prepay
the Loan or Parity Debt.

Redevelopment of Project Area

The Agency shall ensure that all activities undertaken by the Agency with respect
to the redevelopment of the Project Area are undertaken and accomplished in conformity with all
applicable requirements of the Redevelopment Plan and the Redevelopment Law. Without
limiting the generality of the foregoing, the Agency covenants in the Loan Agreement that it
shall 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.

Amendment of Redevelopment Plan

If the Agency proposes to amend the Redevelopment Plan, it shall appoint an
Independent Redevelopment Consultant and direct such consultant to submit a report (the
“Amendment Report”) on the effect of such proposed amendment. The Agency may make such
amendment if the Amendment 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. If the Amendment 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. For purposes
of this section of the Loan Agreement, “materially reduced” means reduced to an extent that
would result in an inability to satisfy the test regarding Parity Debt contained in the Loan
Agreement and described above under “Parity Debt” in clause (b) thereof.

DOCSSC1:361758.6 A-42



Subordinate Debt Payments

Before withdrawing any funds from the Special Fund for the purpose of making
any payments or deposits with respect to Subordinate Debt in any Bond Year, the Agency shall
prepare a projection of the Tax Revenues available in such Bond Year to make all of the
transfers required in such Bond Year pursuant to the Loan Agreement. The Agency further
covenants that it will not withdraw any funds from the Special Fund for the purpose of making
any payments or deposits with respect to Subordinate Debt in such Bond Year, except to the
extent such projected Tax Revenues are sufficient to make the transfers required under the Loan
Agreement in such Bond Year.

Events of Default and Acceleration of Maturities

The following events shall constitute Events of Default under the Loan
Agreement:

(a) Failure by the Agency to pay the principal of or interest or prepayment
premium (if any) on the Loan or any Parity Debt when and as the same shall become due and
payable.

(b) Failure by the Agency to observe and perform any of the covenants,
agreements or conditions on its part contained in the Loan Agreement, other than as referred to
in the preceding clause (a), for a period of thirty (30) days after written notice specifying such
failure and requesting that it be remedied has been given to the Agency by the Trustee, the Bond
Insurer for the Bonds or the Authority; provided, however, that if in the reasonable opinion of the
Agency the failure stated in such notice can be corrected, but not within such thirty (30) day
period, the Authority shall not unreasonably withhold its consent to an extension of such time if
corrective action is instituted by the Agency within such thirty (30) day period and diligently
pursued until such failure 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 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.

(d) An event of default shall have occurred under any Parity Debt Instrument.

If an Event of Default has occurred and is continuing, the Trustee may, and, at the
written direction of the Holders of a majority of the Bond Obligation of the Bonds Outstanding,
the Trustee shall, (a) declare the principal of the Loan, together with the accrued interest on all
unpaid installments thereof, to be due and payable immediately, and upon any such declaration
the same shall become immediately due and payable, anything in the Loan Agreement to the
contrary notwithstanding, 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.
Immediately upon becoming aware of the occurrence of an Event of Default, the Trustee shall
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give notice of such Event of Default to the Agency by telephone, telecopier or other
telecommunication device, promptly confirmed in writing. This provision, however, is subject to
the condition that if, at any time after the principal of the 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 the Loan matured prior to such declaration and all accrued interest
thereon, with interest on such overdue installments of principal and interest at the net effective
rate then borne by the Outstanding Bonds, and the reasonable expenses of the Trustee (including
but not limited to attorneys fees), and any and all other defaults known to the Trustee (other than
in the payment of principal of and interest on the 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, and in every such
case, the Holders of a majority of the Bond Obligation of the Bonds Outstanding may, by written
notice to the Trustee and the Agency, rescind and annul such declaration and its consequences.
However, no such rescission and annulment shall extend to or shall affect any subsequent
default, or shall impair or exhaust any right or power consequent thereon.

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 the Loan Agreement shall be applied by the Trustee in the
following order:

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 Loan Agreement,
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
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:

(a) first, to the payment of all installments of interest on the 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 installments of the Loan
then due and unpaid, other than principal having come due and payable solely by
reason of acceleration pursuant to the Loan Agreement, 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 the Loan then due and unpaid
and having come due and payable solely by reason of acceleration pursuant to the
Loan Agreement, on a pro rata basis in the event that the available amounts are
insufficient to pay all such principal in full, and
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(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 the 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 under the Loan Agreement, the principal of and interest and premium (if any) on the
Loan to the Trustee as of the respective Interest Payment Dates, as therein provided, 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 Agreement.

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 Loan Agreement
may be enforced and exercised from time to time and as often as shall be deemed expedient by
the Trustee.

If a suit, action or proceeding to enforce any right or exercise any remedy shall be
abandoned or determined adversely to the Trustee, the Agency and the Trustee shall be restored
to their former positions, rights and remedies as if such suit, action or proceeding had not been
brought or taken.

Bond Insurer Remedies

For purposes of exercising remedies under the Loan Agreement, the Bond Insurer
for the Bonds shall be deemed to be the Holder of all Outstanding Bonds allocable to the Loan
Agreement with all rights with respect to remedies under the Loan Agreement attendant thereto,
provided that it is not in default under the bond insurance policy for the Bonds or under the
Reserve Instrument Instrument.

Discharge of Loan Agreement

If (a) the Agency shall pay or cause to be paid the principal of and interest and
prepayment premiums (if any) on the Loan or any portion thereof, or (b) the Agency shall have
made provision to pay and discharge the indebtedness on the 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 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
the 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 Defeasance Securities (as confirmed by a
Verification Report), and nationally-recognized bond counsel shall have delivered a defeasance
opinion in customary form, then the lien provided for in the Loan Agreement, including, without
limitation, the pledge of the Tax Revenues, and all other rights granted thereby, shall thereupon
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cease, terminate and become void and be discharged and satisfied with respect to the Loan or
applicable portion thereof, and the principal of, premium, if any, and interest on the Loan or any
such portion thereof shall no longer be deemed to be outstanding and unpaid.

Any funds thereafter held by the Trustee under the Loan Agreement, which are
not required for the purposes of the Loan Agreement, shall be paid over to the Agency.

Amendment

The Loan Agreement may be amended by the parties thereto but only if (a) such
amendment will not impair the ability of the Agency to repay the Loan, (b) such amendment
complies with the applicable provisions of the Indenture, and (c) the amendment is approved by
the Bond Insurer, provided that under no circumstance shall this provision be construed as a
requirement for Bond Insurer approval of additional Parity Debt.
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Section A - Introduction

The Sacramento City Financing Authority (Authority) is considering the issuance of
Tax Allocation Revenue Bonds (Bonds). The Bonds will be secured by two Loan
Agreements (Loans) to be entered into with the Redevelopment Agency of the City of
Sacramento (Agency). The Agency intends to pledge the tax increment revenues
generated from the Merged Downtown Redevelopment Project Area (Merged Project
Area) and the Oak Park Redevelopment Project Areas (Oak Park Project Area) to
repayment of the applicable Loans.

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

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

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

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

F. Adjustments and Liens on Revenue: This section provides information on and
the estimated impact of adjustments and liens on the revenue stream.

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

The value and revenue estimates contained in this Report are based upon information
and data 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
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the basis of our experience in the field of financial analysis for redevelopment
agencies.

Section B - General Information

The Merged Project Area

The Project Area consists of four formerly “independent” Redevelopment Projects that
were merged for financial purposes in 1986. The Merged Project Area consists of
Constituent Project Areas 2A, 3, 4 (including the amended portion referred to as 4A)
and 8.

In March 2005, the City Council approved an amendment to the Redevelopment Plan
that increased the tax increment limit and bond debt limit and extended certain time
limits for the Project Area. The Agency established a new cumulative tax increment
limit of $2.278 billion and a bond limit of $886 million for the Project Area. The tax
increment limit is from the effective date of the merger, July 17, 1986. Through the
2004-05 fiscal year, the Agency has received approximately $280.6 million in tax
increment revenues since the merger. The projections included in this Report indicate
that the Agency will not reach the tax increment limit by the end of the term to receive
tax increment.

The Agency intends to amend the Redevelopment Plan for the Merged Project Area
pursuant to SB 1096. That bill required redevelopment agencies to shift funds to the
Educational Revenue Augmentation Fund (ERAF) in 2004-05 and 2005-06. Under
certain conditions, redevelopment agencies can amend their redevelopment plans to
extend the plan effectiveness and tax increment receipt dates by one year for each year
that an ERAF payment is made. The Agency has already extended the relevant time
limits by one year for the ERAF payment made in 2004-05, and intends to extend the
time limits by one additional year. The time limits for Plan Effectiveness and Debt
Repayment shown below include the additional one year extension.

Time Limits — Merged Project
Debt Plan Debt
Project Establishment Effectiveness Repayment
2A Deleted 1/1/2022 1/1/2032
3 Deleted 1/1/2022 1/1/2032
4 Deleted 1/1/2022 1/1/2032
4A Deleted 1/1/2022 1/1/2032
8 Deleted 7/20/2025 7/20/2035

The Project Area is located in the central business district of the City and entails
approximately 430 acres. The Project Area contains tourist, commercial office,
residential, and retail land uses and is adjacent to the state Capitol and other state
office buildings. The table below shows a land use breakdown by assessed value as of

2005-06.
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LAND USE CATEGORY SUMMARY 2005-06
Taxable Percent of
Parcels Value Total

Residential 258 $106,262,132 5.06%
Commercial 388 1,602,647,160 76.39%
Industrial 20 9,138,626 0.44%
Vacant Land 43 32,744,360 1.56%
Other 180 206,738,290 9.85%
Total Secured 889 1,957,530,568 93.30%
Unsecured / State 140,531,781 6.70%
Assessed

Grand Total 2,098,062,349 100.00%

The Oak Park Project Area

The Oak Park Project Area was originally adopted on May 30, 1973, by Ordinance
No. 3278. The Redevelopment Plan has been amended six times. As with the Merged
Project Area, the Agency also intends to extend the Redevelopment Plan's
effectiveness and tax increment receipt dates by one additional year pursuant to SB
1096. The time and financial limits for the Project Area, including the additional one
year extension per SB 1096, are as follows:

TIME LIMITS — OAK PARK PROJECT
Debt Establishment 5/29/2013
Plan Effectiveness 5/29/2016
Debt Repayment 5/29/2026
Cumulative Tax Increment $172 million
Bond Debt $ 59 million

The Oak Park Project is located south of the downtown of the City of Sacramento and
includes approximately 1305 acres. The Project Area contains primarily residential
land uses as well as some retail and medical office uses. The Agency has received
approximately $32.3 million in tax increment through 2004-05 under the tax increment
limit. The projections included in this Report indicate that the Agency will not reach
the tax increment limit by the end of the term to receive tax increment. The table
below shows a land use breakdown by assessed value as of 2005-06.
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LAND USE CATEGORY SUMMARY 2005-06
Taxable Percent of
Parcels Value Total
Residential 4,088  $351,945,756 76.36%
Commercial 222 53,379,918 11.58%
Industrial 12 23,715,292 5.15%
Vacant Land 405 14,597,753 3.17%
Other 195 6,614,779 1.44%
Total Secured 4,922 450,253,498 97.69%
Unsecured / State Assessed 10,643,869 2.31%
Grand Total 460,897,367 100.00%

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 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 one
percent tax rate to the unsecured incremental value of a project area is based on the
actual collections of unsecured revenues on a county-wide basis.

Subsequent sections of this Report include a discussion of the impact of the County’s
allocation practices on each Project Areas tax increment revenues, to the extent
applicable.
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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 it full cash value. Locally assessed property is appraised by
the county assessor’s office. The State Board of Equalization (SBE) values 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 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 annually 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. Absent new acquisitions, the
full cash value of personal property tends to decline over time as a result of
depreciation. Fixtures, while categorized as real property and subject to the restrictions
of Proposition 13, are also subject to declining values through depreciation.

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, unitary property has been reported on a county-wide
basis, with unitary revenues allocated to taxing entities and redevelopment projects
pursuant to a formula contained in the Revenue & Taxation Code. State-assessed non
unitary values and railroad values are reported at the local tax rate area level.

Project Area Value Trends

Table 1.1 shows the historical taxable values of the Merged Project Area over the past
five years. Taxable values have grown from $1.7 billion in 2001-02 to almost $2.1
billion in 2005-06. The total percentage change was 24 percent over the five year
period. The average annual percentage growth in values was 5.61 percent.
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Secured taxable values over the five year period increased by more than $420 million.
New development in the Project Area contributed almost half of the increase at $201
million. The two major new developments were the completion of the Sheraton Grand
Hotel (which added $80 million) and the Embassy Suites Hotel (which added $48
million). Changes of ownership also added over $86 million in value. The allowable
2 percent inflation adjustment and other smaller changes of ownership and new
investment account for the balance of growth over the past five years.

Unsecured values between 2001-02 and 2005-06 have been fairly stable, although
there have been some variances between individual fiscal years. In 2001-02,
unsecured values were reported at $144.5 million compared to the 2005-06 amount of
$136 million. Most of the decrease was in personal property values, which depreciate
over time.

Table 1.2 shows the historical taxable values of the Oak Park Project Area over the
past five years. Taxable values have grown from $262.2 million in 2001-02 to $460.9
million in 2005-06. The total percentage change was 76 percent over the five year
period. The average annual percentage growth in values was 15 percent.

Secured taxable value growth in the Oak Park Project Area has largely been driven by
numerous small changes of ownership. In order to verify this, we reviewed all
changes of ownership that occurred between 2004-05 and 2005-06. The review
showed a total of 499 changes of ownership which increased secured value by over
$62 million (of the total $82 million in secured value growth). The average value of
the parcels that changed ownership went from $68,000 to $194,000.

A parcel verification was not performed as part of our analysis of taxable values.
Top Ten Assessees

The Top Ten Assessees in the Merged Project Area is summarized on Table 2.1. The
total taxable value for the Top Ten Assessees represents 42.77 percent of the total
value of the Project Area and 47.06 percent of the incremental value of the Project
Area. One of the Top Ten Assessees, the Sacramento Hotel Corporation (Sheraton
Grand) is appealing their assessment, as discussed further in Section D.

The Top Ten Assessees in the Oak Park Project Area is shown on Table 2.2. The total
taxable value for the Top Ten Assessees represents 12.38 percent of the total value of
the Project Area and 14.24 percent of incremental value of the Project Area. The Top
Assessee, Rainbow Baking Company, is appealing their assessment.

Historical Tax Increment Revenues

Tables 3.1 and 3.2 provide information on the historical receipt of tax increment
revenues in the Merged and Oak Park Project Areas respectively. The initial County
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levy is compared to the actual receipt of tax increment (exclusive of supplemental
revenues) to determine collection trends.

As shown on Table 3.1, actual receipts of tax increment for the Merged Project Area
have equaled between 99.89 percent and 104.08 percent of the levy in the past four
fiscal years. On average, the Agency has received approximately 102.26 percent of
the levy over the past four years. A part of the reason that receipts have exceeded the
levy in certain fiscal years was the allocation of penalties and interest on delinquent
unsecured property taxes. In addition, the County is allocating more unitary revenue to
the Project Area than the initial levy amount.

The receipts to levy ratios for the Oak Park Project Area are shown on Table 3.2. The
actual receipt of tax increment for the Project Area has equaled between 102.97
percent and 100.60 percent of the levy in the past four fiscal years. On average, the
Agency has received approximately 102.00 percent of the levy over the past four
years.

Supplemental property tax receipts are also shown on Tables 3.1 and 3.2.
Supplemental taxes are a function of new construction or changes of ownership since
the last property tax lien date. For the Merged Project Area, supplemental property
taxes have ranged from $481,886 in 2001-02 to $801,014 in 2004-05. For the Oak
Park Project Area, supplemental property taxes have ranged from $129,097 in 2001-02
to $533,690 in 2004-05. When supplemental property taxes are included, the Merged
Project Area has averaged 105.77 percent of the levy and the Oak Park Project Area
has averaged 113.21 percent of the levy.

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, including a reduction in the
market value of property. Values can be reduced under Proposition 8 either based on a
formal appeal or they can be set by the county assessor. 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.
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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. The review revealed that there are open appeals in each Project Area.
The table below summarizes the open appeals.

Open Appeals

Applicants Potential Estimated  Estimated

Original Roll Opinion Value Resolved Valuation

Assessee Value of Value Reduction Value Reduction

Downtown Project
FF Capital Towers $32,897,211 $20,932,092 $11,965,119  $32,897,211 $0
Macy's West Inc. 19,549,934 16,185,826 3,364,108 19,549,934 0
Xerox Lease Equipment 2,130,044 1,525,387 604,657 2,130,044 0
Governors Square Apartments 32,059,681 22,030,000 10,029,681 32,059,681 0
FU Maggie L/Denise E Bou 2,241,717 1,709,000 532,717 2,241,717 0
CIM/Sacramento LLC 8,400,000 5 8,399,995 4,200,000 4,200,000
Sacramento Hotel Corporation 90,228,369 54,000,000 36,228,369 54,000,000 36,228,369
IMAX Theater at Esquire 901,699 320,000 581,699 901,699 0
Federated Western Property 11,260,200 10,587,344 672,856 11,260,200 0
Accenture 890,069 563,975 326,094 890,069 0
Total Downtown 200,558,924 127,853,629 72,705,295 160,130,555 40,428,369
Oak Park Project

Regents of U C (Camellia Inn) 12,123,646 8,000,000 4,123,646 12,123,646 0
Rainbow Baking Co. of Sac 18,971,401 12,997,000 5,974,401 12,997,000 5,974,401
L&M Property Investment 850,000 550,000 300,000 850,000 0
Crimson Brandon T 235,000 203,010 31,990 235,000 0
Xerox Lease Equipment LL 160,017 102,207 57,810 160,017 0
Total Oak Park 32,340,064 21,852,217 10,487,847 26,365,663 5,974,401

As shown above, ten assessees in the Merged Project Area have requested reductions
in their assessments that total $72.7 million. There have been very few successful
appeals in the Merged Project Area between 1999 and 2003. A total of 80 appeals
were filed during this time period, with only two applicants receiving reductions in
their assessment. Those appeals averaged a 16 percent reduction in the original
assessed value. Given the limited number of successful appeals, we have not used
historical success factors to estimate the impact of the appeals. We have reviewed the
appeals with the County Assessor’s Office, but they were unable to provide any
information on the appeals. We have made the following assumptions in regards to

the appeals:
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e The appeal from CIM Sacramento is on the land value for certain parcels that
were acquired from the Agency at less than fair market value. We have assumed
that CIM would receive a reduction based on 50 percent of the current tax roll
value.

e The appeal from Sacramento Hotel Corporation is for the Sheraton Grand Hotel.
It is our understanding from discussions with Agency staff that this appeal has
validity, so we have assumed that the applicant would receive the requested
reduction.

e We have assumed that all of the other appeals would be unsuccessful.

For the Oak Park Project Area, five assessees have filed appeals that are currently
open. In total, they have requested reductions of $10.5 million. As with the Merged
Project Area, there has been little appeal activity in the Oak Park Project Area. The
one significant appeal that was granted in the last five years was to Rainbow Baking
Company, which received a 39 percent reduction in their assessed value in 2003-04.
The appealed value was reversed in 2004-05, and the applicant appealed again. We
have assumed that Rainbow Baking would receive the requested reduction shown on
the table above, but have not included any other reductions for the open appeals.

Appeals can potentially reduce the future taxable value of the Project Areas, and also
result in refunds of property taxes paid in prior fiscal years. For purposes of the tax
increment projections shown on Tables 5.1 through 5.3, we have reduced taxable
values in 2006-07 for the potential impact of the appeals. We have not made any
reductions for refunds, as described below.

Sacramento County allocates most 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
outside the Project Area could negatively affect future tax increment revenues in the
Project Areas, such refunds have historically had only a minor impact on the collection
of tax increment revenues in each Project Area. For major refunds, the County also
reduces tax increment revenues based on the actual refunds that occur within that
project area. For example, a multiple year refund that totaled over $2.0 million was
recently made from another Agency project area. Given that none of the pending
appeals would potentially have this large of an impact, we have not reduced the tax
increment projections for the impact of refunds.

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.
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Unitary revenues are allocated to a project area based on a formula contained in the
Revenue & Taxation Code. Generally, the Agency receives unitary revenues for its
project areas 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. We have noted inconsistencies between the County's initial levy
calculation for unitary revenues and the actual allocation of such revenues. The actual
allocations have been higher than the levy amounts and have not reflected the growth
or decline in countywide unitary values.

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 estimates shown on Tables 5.1 and 5.2. Supplemental
property taxes typically increase the receipt of tax increment.

Current Year Revenues

An estimate of the current year (2005-06) tax increment revenues is shown on Tables
4.1 and 4.2. The values utilized are based on information from the records of
Sacramento County. Tax increment generated from the application of the tax rate to
incremental taxable value for 2005-2006 is estimated at $19.2 million for the Merged
Project Area and $4.0 million for the Oak Park 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). We have used an estimated debt service tax rate for
2005-06 since the County has not yet released the actual rates. The debt service tax
rate is estimated at $.0055 per $100 of assessed value. The tax rate is levied by the
Regional Sanitation District and is only applied to the incremental land and
improvement values in the Project Areas.

Unitary revenues are estimated to equal $2.4 million for the Merged Project Area and
$81,000 for the Oak Park Project Area. We have used our own calculation of unitary
revenues, due to the problems noted in the County’s allocation of such revenues. Our

estimates are lower than the actual unitary revenue received in each Project Area for
2004-05.

Projected Revenues

A projection of tax increment revenues is shown on Table 5.1 (for the Merged Project
Area), 5.2 (for Constituent Project 8) and 5.3 (for the Oak Park Project Area). We
have included a specific projection table for Project 8 since its time limit to receive tax
increment extends three years beyond that of the other Projects in the Merged Project
Area. The 2005-06 value of real and other property for the Project Areas is based on
information from the records of Sacramento County. Real property consists of locally
reported secured and unsecured land and improvement values. The other property
category includes personal property and state assessed values.
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The future level of real and other property values has been estimated on Tables 5.1 and
5.2. 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, and reflects the factor which assessors had been directed
to use by the SBE in preparing the 2005-06 tax roll. 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 Tables 5.1 and 5.2.

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
Merged Project Area, and also for recent changes of ownership. Table 6.1 shows the
new developments that have been included, which are further described below:

1. Changes of ownership: A total of $75.1 million has been added for changes of
ownership. Two major ownership changes occurred. One was for the property
owned by SRI Six USBP, which sold for $159 million, which reflects a $42.5
million increase. The other was for the Renaissance Tower, which sold for $79
million, which will increase value by $22.7 million.

2. Plaza Lofts / CIM: This mixed use project will include 225 residential units plus
22,100 square feet of retail space. Only the land value is shown on the 2005-06
tax roll, with the improvement value expected to be included on the 2006-07 and
2007-08 tax roll.

3. Marriott Residence Inn: This hotel recently broke ground and will include 250
rooms. Taxable value from the development has been added to the 2007-08 and
2008-09 tax roll.

For the Oak Park Project Area, we have increased taxable values for recent transfers of
ownership. Those ownership changes are expected to increase value by $6.4 million
in 2006-07.

Taxable values have also been reduced for the impact of assessment appeals and for
properties that are currently included in the reported taxable values, but for which
exemptions are typically granted. For 2006-07, we have reduced the value of real
property for the Merged Project Area shown on Table 5.1 by $40.4 million for appeals
and by $8.9 million for exempt property. For the Oak Park Project for 2006-07, we
have reduced the value of real property shown on Table 5.2 by $6.0 million for
appeals.

Section F — Adjustments and Liens on Tax Increment

The tax increment revenues of each Project Area are subject to certain adjustments and
liens, as described in this section. The adjustments and liens must be paid prior to the
payment of debt service on the Loans.

Redevelopment Agency of the City of Sacramento Page 11
Fiscal Consultant Report October 2005



Fraser & Associates

Adjustments to Revenue

The one adjustment shown on Tables 5.1 and 5.2 is for property tax administrative
fees collected by Sacramento County. 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 Tables 5.1 and 5.2.

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. An amendment to the Redevelopment Plan
triggered a minimum housing set-aside of 30 percent of total tax increment for the
Merged Project Area staring in 2005-06. It is our understanding that the Agency has
deposited a portion of prior bond issues to the Housing Fund for the Project Area. A
portion of bond debt service can therefore be made from the housing set-aside
revenues of the Project Area. For purposes of the projections on Table 5.1, we have
shown the full housing set-aside amount.

For the Oak Park Project Area, we have also shown the full 20 percent housing set-
aside deposit on Table 5.2. It is our understanding that the Agency has in the past, and
will deposit a portion of the new Loan proceeds, into the Housing Fund. A portion of
bond debt service can therefore be made from the housing set-aside revenues of the
Project Area.

The Official Statement for the Loans will include separate tables showing debt service
coverage for both the housing set-aside and discretionary tax increment.

Tax Sharing Payments

No tax sharing agreements currently exist in the Merged Project Area. However, the
County is treating resolutions passed pursuant to former Section 33676 of the CRL as
tax sharing agreements. The Section 33676 resolutions apply only to the Amended
Area of Project Area 4. Because the Amended Area value for 2005-06 is below the
base year value, and is projected to remain so during the term of the projections, no
pass through payments are due from the area.

Pursuant to 1994 legislation, AB 1290, the Agency is required to make payments to
the affected taxing entities for both Project Areas. These payments are required
because the time period to incur debt was eliminated for the Merged Project Area and
extended for the Oak Park Project Area. Payments of the pass through payments are
only due on increases in tax increment revenues above levels that were received in
2003-04 for the Merged Project Area and 2002-03 for the Oak Park Project Area.
These are referred to as the AB 1290 Base Year. The pass through payments are
based on a three tier formula. All payments are made after the required 20 percent
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deposit to the housing set-aside fund. For purposes of the table below, we have
reduced the percentage of tax increment that must be allocated to the taxing entities by
the 20 percent housing set aside deposit (please note that the 30 percent housing
deposit for the Downtown Project Area does not effect the amount of the AB 1290
payment).

Tier Payment Required

Tier 1 20% of tax increment above the amount
received in the AB 1290 Base Year during
the remaining term the Agency receives tax
increment.

Tier 2 Beginning in the 11" year after the AB
1290 Base Year, an additional payment
equal to 16.8% of the tax increment
attributable to growth above levels in the
10™ year.

Tier 3 Beginning in the 31% year after the AB
1290 Base Year, an additional payment
equal to 11.2% of the tax increment
attributable to growth above levels in the
30" year.

Health and Safety Code Section 33607.5 authorizes the Agency to request that an
affected taxing entity subordinate its right to receive AB 1290 payments to the
payment of new loans, bonds or other indebtedness of the Agency. The Agency has
requested that the taxing entities subordinate the payments to the 2005 Loans, and has
provided substantial evidence that it will have sufficient funds available to pay debt
service on the 2005 Loans and make the statutory payments to the affected taxing
entities. The AB 1290 payments would only be subordinate to the 2005 Loans and not
to any past parity debt of the Agency. Given this, we have reduced the Tax Revenues
shown on Tables 5.1 through 5.3 by the amount of the AB 1290 payments.

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) Determine that planning and administrative costs charged to the
Housing Fund are necessary for the production, preservation, or improvement of
affordable housing; 5) Initiate development of housing on real property acquired from
the low and moderate income housing fund; and 6) Adopt an implementation plan. No
instances of non-compliance were noted in the audit.
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Educational Revenue Augmentation Fund (ERAF)

Due to shortfalls in the state budget, legislation was approved that required
redevelopment agencies statewide to shift $75 million of tax increment revenues to
ERAF in 2002-03, $135 million in 2003-04 and $250 million for 2004-05 and 2005-
06. The shift to ERAF offset the need for a similar amount of state aid to education.
Half of the shift was calculated on the basis of the gross tax increment of a project area
and the other half on net revenues after tax sharing payments. Pursuant to SB 1096,
the ERAF obligation is subordinate to the Bonds, so we have not reduced the amount
of tax increment shown on Tables 5.1 and 5.2 for such amounts. The ERAF
contribution for each Project Area is shown in the table below:

Fiscal Year Merged Project Qak Park Project

2002-03 $619,222 $72,414

2003-04 $1,144,166 $130,625

2004-05 $1,880,962 $246,275

2005-06 (estimate) $1,851,361 $275,422
Redevelopment Agency of the City of Sacramento Page 14
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Table 1.1

Redevelopment Agency of the City of Sacramento

Merged Downtown Redevelopment Project Area

HISTORICAL TAXABLE VALUE (1)

Total
Locally-Assessed Unsecured State-Assessed Total Percentage Incremental
Fiscal Year Secured Value Value Value Taxable Value Change Value (2)
2005-06 $1,957,530,568 $136,053,302 $4,478,479  $2,098,062,349 3%  $1,907,240,893
2004-05 1,899,241,351 130,133,475 5,282,345 2,034,657,171 6% 1,843,835,715
2003-04 1,787,121,832 119,926,654 5,780,672 1,912,829,158 6% 1,722,007,702
2002-03 1,662,872,385 138,318,571 5777173 1,806,968,129 7% 1,616,146,673
2001-02 1,536,549,769 144,454,061 5,325,466 1,686,329,296 N/A 1,495,507,840
Total Percentage Change 24.42%
Average Percentage Change 5.61%

(1) Excludes the taxable value of Project 4a - Amendment, which is below it's base year value.

(2) Taxable Value above base year value of $190,821,456.

Source: Sacramento County Assessors Office
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Table 1.2
Redevelopment Agency of the City of Sacramento
Oak Park Project Area

HISTORICAL TAXABLE VALUE

Total
Locally-Assessed Unsecured State-Assessed Total Percentage Incremental
Fiscal Year Secured Value Value Value Taxable Value Change Value (1)
2005-06 $450,253,498 $10,643,869 0 $460,897,367 21% $400,576,579
2004-05 368,179,458 11,305,949 0 379,485,407 15% 319,164,619
2003-04 309,413,792 21,900,235 0 331,314,027 6% 270,993,239
2002-03 299,169,027 12,618,698 0 311,787,725 19% 251,466,937
2001-02 252,812,746 9,392,164 0 262,204,910 N/A 201,884,122
Total Percentage Change 75.78%
Average Percentage Change 15.14%

(1) Incremental value over base year value of $60,320,788.

Source: Sacramento County Assessors Office
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Table 2.1
Redevelopment Agency of the City of Sacramento
Merged Downtown Redevelopment Project Area

TEN MAJOR PROPERTY TAX ASSESSEES

Yo0f Y%of
2005-06 2005-06 Total Incremental
Assessee Project Type of Use Secured Value (1) Unsecured Value (1) Total Value (2) Value (3)
1) EOP 400 Capitol Mall LLC Project 2 Wells Fargo - Office $143,438,589 $0 $143,438,589 6.84% 7.52%
2) Downtown Plaza LLC Project 2 Downtown Plaza 135,920,491 0 135,920,491 6.48% 7.13%
3) SRI Six USBP LLC (4) Project 8 US Bank - Office 116,532,186 0 116,532,186 5.55% 6.11%
4) Sacramento Hotel Corporation (5) Project 8 Sheraton Grand Hotel 90,228,369 0 90,228,369 4.30% 4.73%
5) VV USA City LP Project 3 300 Capitol Mall - Office 76,896,346 0 76,896,346 3.67% 4.03%
6) California Hospital Association Project 8 Esquire Plaza - Office 74,510,441 0 74,510,441 3.55% 3.91%
7) 1415 L State Partners LLC Project 8 Meridian - Office 70,000,000 0 70,000,000 3.34% 3.67%
8) Rubicon NGP Sacramento California LLC Project 8 Office 67,013,766 0 67,013,766 3.19% 3.51%
9) Capitol Regency LLC Project 8 Hyatt Hotel 66,491,509 0 66,491,509 3.17% 3.49%
10) NNN 801 K Street 23 LLC (6) Project 8 Renaissance Tower - Office 56,344,961 0 56,344,961 2.69% 2.95%
Total Valuation 897,376,658 0 897,376,658 42.77% 47.05%
(1) Based on ownership of locally-assessed secured property.
(2) Based on 2005-06 Project Area taxable value of $2,098,062,349.
(3) Based on 2005-06 Project Area taxable value of $1,907,240,893.
(4) This property recently sold at a reported price of $159 million per the Sacramento Business Journal.
(5) This parcel is currently being appealed.
(6) This property recently sold at a reported price of $79 million per the Sacramento Business Journal.
Fraser Associates DTSYS.xls

Tl Top Ten 10/07/2005



Table 2.2
Redevelopment Agency of the City of Sacramento
Oak Park Project Area

TEN MAJOR PROPERTY TAX ASSESSEES

1) Rainbow Baking Company (4)

2) Regents of U C/Camellia Inn Suites

3) Stockton/Broadway Partners LP

4) Crestwood Medical Center Hospital

5) Security Public Storage Sacramento

6) Edmar Investments LLC/Walgreens

7) Donald & Virginia Compton Family Trust
8) St. Hope Development

9) Campbell Taggart Baking Companies Inc.

10) Fruitridge Printing/Lithograph

(1
(2
3
(4

~—~ — ~— ~—

Fraser Associates
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Total Valuation

2005-06 2005-06 Yoof %of Inc.

Type of Use  Secured Value (1) Unsecured Value (1) Total Value (2)  Value (3)
Industrial $18,971,401 $0 $18,971,401 4.12% 4.74%
Commercial 12,366,118 1,595,764 13,961,882 3.03% 3.49%
Commercial 4,381,728 0 4,381,728 0.95% 1.09%
Commercial 3,863,549 0 3,863,549 0.84% 0.96%
Industrial 3,255,550 0 3,255,550 0.71% 0.81%
Commercial 2,810,651 0 2,810,651 0.61% 0.70%
Commercial 4,026,290 0 4,026,290 0.87% 1.01%
Commercial 2,061,770 0 2,061,770 0.45% 0.51%
Commercial 1,949,456 0 1,949,456 0.42% 0.49%
Unsecured 0 1,779,626 1,779,626 0.39% 0.44%
53,686,513 3,375,390 57,061,903 12.38% 14.24%

Based on ownership of locally-assessed secured property.
Based on 2005-06 Project Area taxable value of $460,897,367.
Based on 2005-06 incremental value of $400,576,579.
This parcel is currently being appealed.

Oak Tl 05-06.xIs
10/07/2005



Table 3.1

Redevelopment Agency of the City of Sacramento

Merged Downtown Redevelopment Project Area

LEVY TO RECEIPTS SUMMARY (1)

Tax Increment

Total

Property Tax

Net

Levy per Receipts Less % of Levy Tax Increment % of Levy ~ Administration Tax Increment
Fiscal Year County (2) Supplementals Received Supplementals Receipts Received Fees Receipts
2004-05 $20,455,087 $21,289,321 104.08% $801,014 $22,090,335 107.99% $310,044 $21,780,291
2003-04 19,396,314 20,100,770 103.63% 705,107 20,805,877 107.27% 327,656 20,478,221
2002-03 18,771,392 18,982,842 101.13% 698,083 19,680,925 104.85% 383,474 19,297,451
2001-02 17,885,435 17,865,245 99.89% 481,886 18,347,131 102.58% 331,683 18,015,448
|Average Receipts to Levy % 102.26% 105.77%

(1) Receipts per Agency records prior to reduction for property tax admin. fees.

(2) Intial levy reported by Sacramento County.
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Table 3.2

Redevelopment Agency of the City of Sacramento

Oak Park Project

HISTORICAL RECEIPTS (1)

Tax Increment

Total Property Tax Net

Levy per Receipts Less % of Levy Tax Increment % of Levy  Administration Tax Increment
County (2)  Supplementals Received Supplementals Receipts Received Fees Receipts
2004-05 $3,206,958 $3,302,211 102.97% $533,690 $3,835,901 119.61% $48,426  $3,787,475
2003-04 2,730,776 2,810,603 102.92% 206,649 3,017,252 110.49% 45,919 2,971,333
2002-03 2,555,655 2,579,001 100.91% 314,169 2,893,170 113.21% 51,925 2,841,245
2001-02 2,064,806 2,077,182 100.60% 129,097 2,206,279 106.85% 38,055 2,168,224
|Average Receipts to Levy 102.00% 113.21%)|

(1) Receipts per Agency records.

(2) Intial levy reported by Sacramento County.
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Table 4.1
Redevelopment Agency of the City of Sacramento
Merged Downtown Redevelopment Project Area

ESTIMATE OF INCREMENTAL TAX REVENUE
FOR FISCAL YEAR 2005-06

(1) Base (2) Incremental
Taxable Value Year Value Taxable Value

Secured

Land $448,741,903

Improvements 1,504,794,685

Personal Property 29,352,038

Gross Secured 1,982,888,626

Less: Exemptions 25,358,058
Total Secured 1,957,530,568 169,060,848 1,788,469,720
SBE Total Value 4,478,479

Unsecured
Land 7,047,042
Improvements 61,426,004
Personal Property 70,026,225
Gross Unsecured 138,499,271

Less: Exemptions 2,445,969
Total Unsecured 136,053,302 21,760,608 114,292,694
Total Secured and Unsecured $2,098,062,349 $190,821,456 $1,907,240,893
Tax Increment Revenue (3) 19,167,000

Unitary Revenue (4) 2,400,000
Total Tax Increment Revenues 21,567,000
Adjustments to Revenue

Less: Property Tax Administrative Charge (5) 330,000

Less: Housing Set-Aside Revenue 6,470,000

Less: Tax Sharing Payments (6) 244,905
Tax Revenue 14,522,095

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

(2) Because the total assessed value of Project 4 Amendment Area is below the base year value,

such values have been excluded.

3) Calculated based on the application of the estimated tax rate for 2005-06.
4) Based on estimatedl unitary revenue for 2005-06.
5) Estimated at 1.53 percent of Total Tax Increment Revenues.

(
(
(
(6) Tax sharing payments per the provisions of AB 1290.
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Table 4.2
Redevelopment Agency of the City of Sacramento
Oak Park Project Area

ESTIMATE OF INCREMENTAL TAX REVENUE
FOR FISCAL YEAR 2005-06

2005-06 Base Year Incremental
Taxable Value (1) Taxable Value  Taxable Value

Local Secured

Land $125,662,129
Improvements 541,121,913
Personal Property 14,295,751
Gross Secured 681,079,793
Less: Exemptions 230,826,295
Net Secured 450,253,498 57,450,020
State-Assessed 0 0
Total Secured 450,253,498 57,450,020 392,803,478
Unsecured
Land 1,121,202
Improvements 3,479,118
Personal Property 6,456,034
Gross Unsecured 11,056,354
Less: Exemptions 412,485
Net Unsecured 10,643,869 2,870,768 7,773,101
Total Secured & Unsecured 460,897,367 60,320,788 400,576,579
Tax Increment (2) 4,040,000
Unitary Revenue (3) 81,000
Total Tax Increment 4,121,000
Adjustments to Tax Revenue:
Property Tax Administration Fees (4) 63,000
Liens on Tax Increment:
Housing Set-Aside (5) 824,000
Tax Sharing Payments (6) 199,000
Tax Revenue 3,035,000

(1) Based on taxable value information from the records of Sacramento County.
(2) Calculated based on the application of the estimated tax rate for 2005-06.
(3) Reflects estimated unitary revenue for 2005-06.
(4) Estimated at 1.53 percent of Total Tax Increment Revenues.
(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 Oak Tl 05-06.xls
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Table 5.1
Redevelopment Agency of the City of Sacramento
Merged Downtown Redevelopment Project Area

PROJECTION OF INCREMENTAL TAX REVENUE

(000's Omitted) Incremental Unitary Property
Value Over Property Tax

Fiscal Real (1) New (2) Other (3) Total (4) Base Value of Tax (5) Tax (6) Total Administrative ~ Housing (8) AB 1290 Tax
Year Property Development  Property Value $190,821 Increment  Revenue Tax Revenue Fee (7) Set-Aside Tax Sharing Revenue
2005 - 2006 1,996,652 N/A $101,411 $2,098,062 $1,907,241 $19,167 $2,400 $21,567 $330 $6,470 $245 $14,522
2006 - 2007 1,986,269 87,617 101,411 2,175,296 1,984,475 19,922 2,400 22,322 342 6,696 347 14,936
2007 - 2008 2,115,363 70,838 101,411 2,287,612 2,096,790 21,026 2,400 23,426 358 7,028 496 15,544
2008 - 2009 2,229,925 11,125 101,411 2,342,461 2,151,639 21,556 2,400 23,956 367 7,187 569 15,834
2009 - 2010 2,285,871 0 101,411 2,387,282 2,196,460 21,984 2,400 24,384 373 7,315 628 16,068
2010 - 2011 2,331,588 0 101,411 2,432,999 2,242,178 22,422 2,400 24,822 380 7,447 689 16,307
2011 - 2012 2,378,220 0 101,411 2,479,631 2,288,809 22,888 2,400 25,288 387 7,586 751 16,564
2012 - 2013 2,425,784 0 101,411 2,527,195 2,336,374 23,364 2,400 25,764 394 7,729 814 16,827
2013 - 2014 2,474,300 0 101,411 2,575,711 2,384,889 23,849 2,400 26,249 402 7,875 878 17,095
2014 - 2015 2,523,786 0 101,411 2,625,197 2,434,375 24,344 2,400 26,744 409 8,023 999 17,313
2015 - 2016 2,574,262 0 101,411 2,675,673 2,484,851 24,849 2,400 27,249 417 8,175 1,122 17,535
2016 - 2017 2,625,747 0 101,411 2,727,158 2,536,336 25,363 2,400 27,763 425 8,329 1,247 17,762
2017 - 2018 2,678,262 0 101,411 2,779,673 2,588,851 25,889 2,400 28,289 433 8,487 1,375 17,994
2018 - 2019 2,731,827 0 101,411 2,833,238 2,642,417 26,424 2,400 28,824 441 8,647 1,506 18,230
2019 - 2020 2,786,464 0 101,411 2,887,875 2,697,053 26,971 2,400 29,371 449 8,811 1,639 18,471
2020 - 2021 2,842,193 0 101,411 2,943,604 2,752,782 27,528 2,400 29,928 458 8,978 1,775 18,716
2021 - 2022 2,899,037 0 101,411 3,000,448 2,809,626 28,096 2,400 30,496 467 9,149 1,914 18,967
2022 - 2023 2,957,018 0 101,411 3,058,428 2,867,607 28,676 2,400 31,076 475 9,323 2,055 19,223
2023 - 2024 3,016,158 0 101,411 3,117,569 2,926,747 29,267 2,400 31,667 485 9,500 2,199 19,483
2024 - 2025 3,076,481 0 101,411 3,177,892 2,987,070 29,871 2,400 32,271 494 9,681 2,347 19,749
2025 - 2026 3,138,011 0 101,411 3,239,422 3,048,600 30,486 2,400 32,886 503 9,866 2,497 20,020
2026 - 2027 3,200,771 0 101,411 3,302,182 3,111,360 31,114 2,400 33,514 513 10,054 2,650 20,297
2027 - 2028 3,264,786 0 101,411 3,366,197 3,175,376 31,754 2,400 34,154 523 10,246 2,806 20,579
2028 - 2029 3,330,082 0 101,411 3,431,493 3,240,671 32,407 2,400 34,807 533 10,442 2,965 20,867
2029 - 2030 3,396,684 0 101,411 3,498,095 3,307,273 33,073 2,400 35,473 543 10,642 3,127 21,161
2030 - 2031 3,464,617 0 101,411 3,566,028 3,375,207 33,752 2,400 36,152 553 10,846 3,293 21,460
2031 - 2032 2,049,936 0 54,841 2,104,778 1,950,965 19,510 2,235 21,745 333 6,523 2,163 12,725
2032 - 2033 2,090,935 0 54,841 2,145,776 1,991,964 19,920 2,235 22,155 339 6,646 2,263 12,906
2033 - 2034 2,132,754 0 54,841 2,187,595 2,033,783 20,338 2,235 22,573 345 6,772 2,365 13,090
2034 - 2035 2,175,409 0 54,841 2,230,250 2,076,438 20,764 2,235 22,999 352 6,900 2,501 13,247

(1
(2

) Real Property increased by 2 percent per year beginning in 2005-06. The value for 2006-07 has been reduced for open appeals.
) See Table 6.1 "Schedule of New Development".

(3) Includes the value of secured and unsecured personal property and state assessed railroad and non-unitary property.

(4) Because the total assessed value of Project 4 Amendment Area is below base year value, such values have been excluded.

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

(6) Unitary tax revenue is based on actual amount for 2004-05 and has been held constant.

(7) Reductions for property tax administrative fees charged by Sacramento County pursuant to SB 2557.

(8) Housing set-aside at 30 percent starting in 2005-06.
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Table 5.2
Redevelopment Agency of the City of Sacramento
Project 8

PROJECTION OF INCREMENTAL TAX REVENUE
(000's Omitted)

Property
Value Over Tax
Fiscal Real (1) New (2) Other (3) Total Base Year Of Tax (4) Unitary (5) Total Administrative ~ Housing (7) AB 1290 Tax
Year Property Development  Property Value $153,812 Increment Tax Revenue Tax Revenue Fee (6) Set-Aside Tax Sharing Revenue
2005 - 2006 1,109,860 N/A $54,841 $1,164,701 $1,010,889 $10,157 $2,235 $12,392 $190 $3,718 $233 $8,442
2006 - 2007 1,081,742 87,617 54,841 1,224,199 1,070,387 10,743 2,235 12,978 199 3,894 312 8,773
2007 - 2008 1,192,745 70,838 54,841 1,318,424 1,164,611 11,676 2,235 13,911 213 4,173 437 9,301
2008 - 2009 1,288,854 11,125 54,841 1,354,821 1,201,008 12,030 2,235 14,265 218 4,280 485 9,501
2009 - 2010 1,325,979 0 54,841 1,380,820 1,227,008 12,280 2,235 14,515 222 4,355 519 9,641
2010 - 2011 1,352,499 0 54,841 1,407,340 1,253,527 12,535 2,235 14,770 226 4,431 555 9,785
2011 - 2012 1,379,548 0 54,841 1,434,390 1,280,577 12,806 2,235 15,041 230 4,512 590 9,938
2012 - 2013 1,407,139 0 54,841 1,461,981 1,308,168 13,082 2,235 15,317 234 4,595 627 10,095
2013 - 2014 1,435,282 0 54,841 1,490,124 1,336,311 13,363 2,235 15,598 239 4,679 664 10,254
2014 - 2015 1,463,988 0 54,841 1,518,829 1,365,017 13,650 2,235 15,885 243 4,766 734 10,385
2015 - 2016 1,493,268 0 54,841 1,548,109 1,394,296 13,943 2,235 16,178 248 4,853 806 10,519
2016 - 2017 1,523,133 0 54,841 1,577,974 1,424,162 14,242 2,235 16,477 252 4,943 879 10,655
2017 - 2018 1,553,596 0 54,841 1,608,437 1,454,624 14,546 2,235 16,781 257 5,034 953 10,794
2018 - 2019 1,584,668 0 54,841 1,639,509 1,485,696 14,857 2,235 17,092 262 5,128 1,029 10,936
2019 - 2020 1,616,361 0 54,841 1,671,202 1,517,390 15,174 2,235 17,409 266 5,223 1,106 11,080
2020 - 2021 1,648,688 0 54,841 1,703,529 1,549,717 15,497 2,235 17,732 271 5,320 1,185 11,228
2021 - 2022 1,681,662 0 54,841 1,736,503 1,582,691 15,827 2,235 18,062 276 5,419 1,265 11,378
2022 - 2023 1,715,295 0 54,841 1,770,136 1,616,324 16,163 2,235 18,398 281 5,519 1,347 11,532
2023 - 2024 1,749,601 0 54,841 1,804,442 1,650,630 16,506 2,235 18,741 287 5,622 1,431 11,688
2024 - 2025 1,784,593 0 54,841 1,839,434 1,685,622 16,856 2,235 19,091 292 5,727 1,516 11,848
2025 - 2026 1,820,285 0 54,841 1,875,126 1,721,314 17,213 2,235 19,448 298 5,834 1,603 12,010
2026 - 2027 1,856,691 0 54,841 1,911,532 1,757,719 17,577 2,235 19,812 303 5,944 1,692 12,176
2027 - 2028 1,893,824 0 54,841 1,948,666 1,794,853 17,949 2,235 20,184 309 6,055 1,783 12,346
2028 - 2029 1,931,701 0 54,841 1,986,542 1,832,730 18,327 2,235 20,562 315 6,169 1,875 12,519
2029 - 2030 1,970,335 0 54,841 2,025,176 1,871,364 18,714 2,235 20,949 321 6,285 1,969 12,695
2030 - 2031 2,009,742 0 54,841 2,064,583 1,910,770 19,108 2,235 21,343 327 6,403 2,065 12,875
2031 - 2032 2,049,936 0 54,841 2,104,778 1,950,965 19,510 2,235 21,745 333 6,523 2,163 12,725
2032 - 2033 2,090,935 0 54,841 2,145,776 1,991,964 19,920 2,235 22,155 339 6,646 2,263 12,906
2033 - 2034 2,132,754 0 54,841 2,187,595 2,033,783 20,338 2,235 22,573 345 6,772 2,365 13,090
2034 - 2035 2,175,409 0 54,841 2,230,250 2,076,438 20,764 2,235 22,999 352 6,900 2,501 13,247
(1) Real Property increased by 2 percent per year beginning in 2005-06. The value for 2006-07 has been reduced for open appeals.
(2) See Table 6.1 "Schedule of New Development".
(3) Includes the value of secured and unsecured personal property and state assessed railroad and non-unitary property.
(4) Based on the application of Project Area tax rates to incremental taxable value.
(5) Unitary tax revenue is based on actual amount for 2004-05 and has been held constant.
(6) Reductions for property tax administrative fees charged by Sacramento County pursuant to SB 2557.
(7) Housing set-aside at 30 percent starting in 2005-06.
Fraser Associates 10/07/2005
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Table 5.3
Redevelopment Agency of the City of Sacramento
Oak Park Project Area

PROJECTION OF INCREMENTAL TAX REVENUE

(000's Omitted)
Total Value Unitary (5) Total Property AB 1290 (8)
Real (1) New (2) Real Other (3) Total Over Base Of  Tax (4) Property Tax Tax Increment Tax (6) Housing Tax Sharing Tax
Fiscal Year Property Development  Property Property Value $60,321 Increment Revenue Revenue Admin Fee Set-Aside Payments Revenue
2005 - 2006 440,558 N/A $440,558  $20,339  $460,897 $400,577 $4,040 $81 $4,121 $63 $824 $199 $3,035
2006 - 2007 443,275 6,379 449,654 20,339 469,993 409,673 4,125 81 4,206 64 841 212 3,089
2007 - 2008 458,647 0 458,647 20,339 478,987 418,666 4,208 81 4,289 65 858 224 3,142
2008 - 2009 467,820 0 467,820 20,339 488,160 427,839 4,293 81 4,374 67 875 236 3,196
2009 - 2010 477177 0 477177 20,339 497,516 437,195 4,379 81 4,460 68 892 248 3,252
2010 - 2011 486,720 0 486,720 20,339 507,059 446,739 4,467 81 4,548 69 910 261 3,308
2011 - 2012 496,455 0 496,455 20,339 516,794 456,473 4,565 81 4,646 71 929 274 3,372
2012 - 2013 506,384 0 506,384 20,339 526,723 466,402 4,664 81 4,745 72 949 287 3,436
2013 - 2014 516,511 0 516,511 20,339 536,851 476,530 4,765 81 4,846 74 969 312 3,491
2014 - 2015 526,842 0 526,842 20,339 547,181 486,860 4,869 81 4,950 76 990 338 3,546
2015 - 2016 537,378 0 537,378 20,339 557,718 497,397 4,974 81 5,055 77 1,011 364 3,603
2016 - 2017 548,126 0 548,126 20,339 568,465 508,144 5,081 81 5,162 79 1,032 390 3,661
2017 - 2018 559,088 0 559,088 20,339 579,428 519,107 5,191 81 5,272 80 1,054 417 3,720
2018 - 2019 570,270 0 570,270 20,339 590,610 530,289 5,303 81 5,384 82 1,077 445 3,780
2019 - 2020 581,676 0 581,676 20,339 602,015 541,694 5,417 81 5,498 84 1,100 473 3,842
2020 - 2021 593,309 0 593,309 20,339 613,648 553,328 5,533 81 5,614 86 1,123 501 3,904
2021 - 2022 605,175 0 605,175 20,339 625,515 565,194 5,652 81 5,733 88 1,147 530 3,968
2022 - 2023 617,279 0 617,279 20,339 637,618 577,297 5,773 81 5,854 89 1,171 560 4,034
2023 - 2024 629,624 0 629,624 20,339 649,964 589,643 5,896 81 5,977 91 1,195 591 4,100
2024 - 2025 642,217 0 642,217 20,339 662,556 602,235 6,022 81 6,103 93 1,221 622 4,168
(1) Prior Year Real Property increased by 2 percent per year.
The value for 2006-07 has been reduced by the estimated impact of appeals.
(2) Reflects transfers of ownership since January 1, 2005.
(3) Includes the value of secured and unsecured personal property, and state-assessed railroad and non-unitary property.
(4) Based on the application of Project Area tax rates to the total incremental taxable value.
(5) Reflects actual unitary for 2004-05. 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) Tax sharing payments pursuant to AB 1290.
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Table 6.1

Redevelopment Agency of the City of Sacramento

Merged Downtown Redevelopment Project Area

SCHEDULE OF NEW DEVELOPMENT

(000's Omitted)
1 2 3
Total 2006 2007 2008
Development Description Value 2007 2008 2009
Project 8
Changes of Ownership 75,129 75,129
Plaza Lofts 49,950 12,488 37,463
Marriott Residence Inn 44,500 33,375 11,125
Total Value 169,579 87,617 70,838 11,125
Escalated Value-- Project 8 87,617 70,838 11,125
TOTAL VALUE ADDED $169,579 $87,617 $70,838 $11,125
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APPENDIX C
CITY AND COUNTY OF SACRAMENTO GENERAL INFORMATION
Introduction

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. Although
the City is approximately 75 air miles northeast of San Francisco, its temperature range is more
extreme than that of most Northern California coastal cities, ranging from a daily average of
45 degrees Fahrenheit in January to 75 degrees Fahrenheit in July. Average elevation of the
City is 30 feet above sea level.

The City was incorporated in 1849, although it had been settled in the 1830s. In 1854,
Sacramento became the location of the Capitol of the State. Today, State government
employees and governmental-related activities contribute substantially to the City’s economy.

Population

The following chart indicates the change in population of the City, the County and the
State of California during the past five calendar years.

CITY OF SACRAMENTO
2000-2005 Population Estimates

Calendar City of County of State of
Year Sacramento Sacramento California
2001 414,674 1,252,652 34,441,561
2002 426,595 1,287,426 35,088,671
2003 435,510 1,317,973 35,691,442
2004 444,395 1,346,205 36,271,091
2005 452,959 1,369,855 36,810,358

Source: State of California, Department of Finance.
Industry and Employment

As the seat of State government, the City has traditionally had a large public sector
workforce. In recent years, the employment base in Sacramento and the surrounding area has
diversified as the relatively low cost of living and supply of skilled labor have drawn a number of
technology, financial services and healthcare employers.
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Labor force and industry employment data have been gathered for the
Sacramento-Arden Arcade-Roseville Metropolitan Statistical Area, which consists of ElI Dorado,
Placer, Sacramento and Yolo counties. This information is shown in the following table for the
years 2000 through 2004. These figures may not necessarily accurately reflect employment
trends in the City.

SACRAMENTO METROPOLITAN STATISTICAL AREA
Annual Average Labor Force Employment and Unemployment and Industry
Employment

2000 2001 2002 2003 2004
Civilian Labor Force 805,600 832,800 863,800 871,600 1,000,800
Employment 773,000 798,800 818,500 827,300 950,600
Unemployment 32,600 34,000 45,300 44,300 50,200
Unemployment Rate 4.0% 4.1% 5.2% 5.1% 5.0%
Industry Employment
Government 210,700 218,100 226,800 226,200 221,100
Trade, Transportation and Utilities 138,100 140,600 140,600 143,100 146,200
Publishing, Information and 18,500 22,300 23,100 21,900 20,900
Telecommunications
Business and Professional Services 105,400 99,300 96,100 95,800 97,500
Educational and Health Services 70,300 75,900 78,000 81,000 84,500
Leisure and Hospitality 70,100 72,200 75,200 77,300 79,400
Other Services 26,700 27,700 28,200 28,000 28,400
Finance, Insurance, Real Estate 52,000 52,500 55,200 59,400 60,100
Manufacturing 51,600 49,800 47,000 46,300 47,100
Construction 52,900 59,500 61,300 66,500 70,400
Natural Resources and Mining 900 900 800 700 700
Total Nonagricultural Industries 797,200 818,800 832,300 846,200 856,300
Total Farm 4,000 4,000 3,400 7,500 7,400
Total All Industries® 801,200 822,800 835,700 853,700 863,700

" Data not seasonally adjusted. Employment data is based on place of residence, includes self-employed
individuals, unpaid family workers, household domestic workers, and workers on strike.

) Totals may not add due to rounding.

Source: State of California Employment Development Department

2
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The following table lists the largest employers in the Sacramento area, including
employees outside of the City. Major private employers in the area include those in healthcare,
electronics, retail, and package delivery services. Major public sector employers include the
State of California and the County of Sacramento.

SACRAMENTO COUNTY
MAJOR EMPLOYERS
AS OF JANUARY, 2005

Company Location Industry

Aerojet Fine Chemicals LLC Rancho Cordova  Electronic Equipment & Supplies

Manufacturers

America River College Sacramento Schools-Business & Vocational

Apple Computer Inc Elk Grove Computers-Electronic-Manufacturers

California State University Sacramento Colleges & Universities

Child Abuse Prevention Office Sacramento Government-Individual/Family Social
Services

Corrections Department Sacramento State Government-Correctional
Institutions

Department of Health Services Sacramento State Government-Education
Programs

Disabled American Veterans Sacramento Veterans & Military Organizations

Education Department Sacramento State Government-Education
Programs

Employment Development Sacramento Government-Job Training/Voc Rehab

Department
Gen Corp Inc

Rancho Cordova

Services
Aerospace Industries

Intel Corporation Folsom Semiconductor Devices
(Manufacturers)

Kaiser Foundation Hospitals Sacramento Hospitals

Mercy San Juan Medical Center Carmichael Hospitals

Sacramento City College Sacramento Schools-Business & Vocational

Sacramento County Airport Sacramento Airports

Sacramento County Sheriff Dept Sacramento Sheriff

Securitas Security Svc USA Inc Sacramento Security Guard & Patrol Service

SMUD Customer Svc Center Sacramento Air Conditioning Contractors &
Systems

Social Services Department Sacramento State Government-Social/Human
Resources

Sutter Memorial Hospital Sacramento Hospitals

U C Davis Medical Center Sacramento Physicians & Surgeons

University of CA Surgery Clinic Sacramento Physicians & Surgeons

Water Resource Department Sacramento State Government-Environmental
Programs

Wild Zone Sacramento Novelties-Retail

Source: State of California Employment Development Department.
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Median 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 labor-related income (such as employer
contributions to private pension 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 total effective buying income for the City, the County
of Sacramento, the State of California and the United States for the period 2000 through 2004.

EFFECTIVE BUYING INCOME
As of January 1, 2000 through 2004

Income Effective

Year Area (000’s Omitted) Buying Income
2000 City of Sacramento $6,851,758 $35,757
Sacramento County 22,895,128 40,970
California 652,190,282 44,464
United States 5,230,824,904 49,252
20017 City of Sacramento N/A N/A
Sacramento County N/A N/A
California N/A N/A
United States N/A N/A
2002 City of Sacramento 6,604,013 34,715
Sacramento County 22,127,827 40,690
California 650,521,407 43,532
United States 5,303,481,498 38,365
2003 City of Sacramento 6,596,088 33,949
Sacramento County 22,645,845 39,879
California 647,879,427 42,484
United States 5,340,682,818 38,035
2004 City of Sacramento 7,082,308 34,324
Sacramento County 23,979,765 40,448
California 674,721,020 42,924
United States 5,466,880,008 38,201

(1) In 2002, Claritas Inc., the publisher of Sales and Marketing Management, altered the methodology used in

Total Effective Buying

Median Household

order to produce current year estimates. Therefore, 2001 estimates are not available.

Source: Sales & Marketing Management Survey of Buying Power.

Building Permit Activity

The following table shows the number and value of new building permits issued in the

City during calendar years 2000 through 2004.



CITY OF SACRAMENTO
New Building Permit Valuation
For Calendar Years 2000 through 2004
(Valuations in Thousands)

2000 2001 2002 2003 2004
Residential Valuation (in 000s)
Single Units $290,919 $399,498 $479,628 $483,081 $429,520
Multi-Dwelling Units 54,748 61,143 96,733 198,918 112,839
Total $345,667 $460,641 $576,361 $681,999 $542,359
New Housing Units
Single Units 2059 2745 3227 3605 3108
Multi-Dwelling Units 803 881 1328 2368 1214
Total 2862 3626 4555 5973 4322

Sources: Construction Industry Research Board.

Sales Taxes

The following table shows taxable transactions in the City by type of business during
calendar years 1999 through 2003. As indicated below, total retail sales for the City in 2003
increased by approximately 13.3% over the total retail sales in 1999.

CITY OF SACRAMENTO
Taxable Transactions by Type of Business
For Calendar Years 1999 through 2003
($ in thousands)

Business 1999 2000 2001 2002 2003

Apparel Stores $152,414 $ 167,352 $ 165,051 $ 184,332 $ 197,884
General Merchandise Stores 599,235 617,303 620,208 603,027 613,304
Food Stores 227,300 240,227 248,401 244,110 262,784
Eating & Drinking Places 406,778 438,164 460,409 476,009 508,416
Home Furn. & Appliances 105,430 119,200 114,345 118,964 119,887
Bldg. Mat. & Farm Impimts. 292,725 328,469 375,303 386,656 413,908
Auto Dealers. & Auto Supplies 439,714 476,485 500,189 499,827 509,352
Service Stations 183,304 233,059 233,932 206,977 271,453
Other Retail Stores 601,665 642,159 642,037 659,864 744,086
Retail Stores Total 3,008,565 3,262,418 3,359,875 3,379,766 3,641,074

All Other Outlets 1,575,630 1,687,758 1,652,508 1,619,829 1,646,630
TOTAL ALL OUTLETS $4,584,195 $4,950,176  $5,012,283  $4,999,595 $5.,287,704

™ Most recent State Board of Equalization data available.

Source: State Board of Equalization.
Education

Public school education in the County is available through seven elementary, two high
school and seven unified school districts, with the largest, Sacramento City Unified School
District, covering the entire area of the City and portions of adjacent areas. There are
approximately 83 private schools in Sacramento County and 70 industrial, technical trade
schools.

C-5



The Los Rios Community College District serves the majority of Sacramento County, as
well as portions of El Dorado, Placer, Yolo and Solano Counties. The Los Rios Community
College District maintains three campuses in Sacramento County: American River College,
located in the northeastern area of the City of Sacramento; Sacramento City College located in
the City of Sacramento, and Consumnes River College, located in the southern area of the City.

California State University, Sacramento, offers four-year program in business
administration, liberal arts, engineering, education and nursing, and masters degree programs
in various fields. Other higher education facilities located in Sacramento are McGeorge School
of Law branch of the University of the Pacific; the Medical Center of the University of California,
Davis; National University, Lincoln Law School; Golden Gate University; the University of
Southern California (for public administration); and the University of Northern California (law).

Transportation

Sacramento’s strategic location and broad transportation network have contributed to
the City’s economic growth. The City 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. 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. State 99 parallels Interstate 5 through
central California and passes through Sacramento.

The Union Pacific railroad, a transcontinental line, has junctions in Sacramento and is
connected to the Burlington Northern and Santa Fe via the Central California Traction
Company. Passenger rail service is provided by AMTRAK. Bus lines offering intercity as well
as local service include Greyhound and the Sacramento Regional Transit District. The
Sacramento Regional Transit District also provides light rail service within the City. The Port of
Sacramento, located 79 nautical miles northeast of San Francisco, provides direct ocean freight
service to all major United States and world ports. Via a deep water channel, ships can reach
Sacramento from San Francisco in less than eight hours. The major rail links serving
Sacramento connect with the Port, and Interstate 80 and Interstate 5 are immediately adjacent
to it.

Trucking services are offered through facilities of interstate common carriers operating
terminals in the area and by contract carriers of general commodities. Greyhound Bus Lines
also provides passenger and package service stations located in Sacramento.

Sacramento International Airport is about 12 miles northwest of downtown Sacramento.
The airport is served by nine major 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 there are two other County operated general airports and
numerous private airports.
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APPENDIX D

AUDITED FINANCIAL STATEMENTS OF THE AGENCY
FOR FISCAL YEAR ENDED DECEMBER 31, 2004
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