


















































































































































































































































age 50 and have five years of credited service to be entitled to retirement benefits. Monthly benefits
equal the product of years of credited service, final compensation, and the benefit percent per year of
service under the "2 percent at age 60" formula for miscellaneous employees or the "2 percent at age
50" formula for safety employees. PERS also provides disability and death benefits. Benéfit provisions
and all definitions and requirements are established by PERS.

All full-time, non-safety employees hired before January 29, 1977 are eligible to participate in SCERS.
Generally, employees must be at least age 50 and have five years of credited service to be entitled to
SCERS retirement benefits. Monthly benefits equal the product of years of credited service, average
compensation in the three years before retirement, and a factor which is determined by age at
retirement. SCERS also provides disability and death benefits. Benefit provisions and all definitions and
requirements are established by SCERS. -

Under both retirement plans, eligible City Employees are required to contribute a percentage of their
reportable salary. For PERS, the contribution rate is 7% for miscellanecus employees. For public safety
employees the employee rate is 9%, however, the City pays 5.5% to 6% of the employee portion and
the employee contributes the remaining 3% to 3.5%. For SCERS, contribution rates are between

6.88% and 10.46%, based on the employee's entry age. The City is required to contribute the .

remaining amounts necessary to fund PERS and SCERS, using the actuarial basis specified by the plans.

No City or related party securities are included in the assets of PERS. The assets of SCERS .include
$2.3 million in muni¢ipal bonds of the City.

Funding Status and Progress

The amount shown below as the "pension benefit obligation” is a standardized disclosure measure of
the present value of pension benefits, adjusted for the effects of projected salary increases, estimated
to be payable in the future as a result of employee service to date. The measure is intended to help
users assess the funding status of PERS and SCERS on a going-concern basis, assess progress made
in accumulating sufficient assets to pay benefits when due, and make comparisons among employers.
The measure is the actuarial present value of credited projected benefits, and is independent of the
funding method used to determine contributions to PERS and SCERS.

Pension benefit obligations were computed as part of annual actuarial valuations performed as of June
30, 1991 for PERS (latest available information) and as of June 30, 1992 for SCERS. Significant
actuarial assumptions used in the valuations include: ) }

Annual rate of return on the investment of present .

and future assets, compounded annually 8.75% 7%
Projected annual salary increases, compounded

annually, attributable to inflation 4.8% 3%
Projected average annual salary increases, compounded

annually, attributable to seniority/merit : 2.63% 5%

The unfunded pension benefit obligation applicable to the City's employees in PERS was $58.2 million
at June 30, 1991. The net assets in excess of the pension benefit obligation applicable to the City's
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employees in SCERS was $20.1 million at June 30, 1992. Below is an analysis of these amounts (in
millions}:

PERS at SCERS at
June 30, 1991 June 3C, 1992
Pension benefit abligation: '
Retirees and beneficiarias receiving
benefits and terminated employees
not yet receiving benefits

Current employees:

Accumulated employee contribution
including allocated investment
earnings

Employer-financed vested

Employer-financed nonvested

Total pension benefit obligation

Net assets available for benefits, at )
cost (market value = $241.5 and
$326.7, respectively) ’

Unfunded (net assets in excess of}
pension benefit obligation

During the year ended June 30, 1992, the PERS pension benefit abligation increased by $13.5 million
because of changes in benefit provisions and decreased by $7.9 millicn because of changes in actuarial
assumptions. : C

Contributions_ Required and Contributions Made

PERS and SCERS funding policies provide for actuarially determined contributions under the entry age
normal actuarial cost method, which is a projected benefit cost method. That is, it takes into account
those benefits that are expected to be earned in the future as well as those already accrued.

According to this cost method, the normal cost for an employee is the level- amount which would fund
the projected benefit if it were paid annually from date of employment until retirement. Both PERS and
SCERS have adopted a madification of the entry age cost method whereby the employer’s total normal
cost is expressed as a level percentage of payroll. The level percentage of payroll method is also used
to amortize the unfunded actuarial liability by June 30, 2000 for PERS miscellanecus members, by June

30, 2016 for PERS safety members, and by June 30, 2007 for SCERS members.

The significant actuarial assumptions used for PERS and SCERS to compute the actuarially determined
contribution requirements are the same as those used to compute the pension benefit obligations, as
previously described.

Contributions to PERS and SCERS for the fiscal year ended June 30, 1992 were made in accordance
with actuarially determined requirements computed through actuarial valuations performed as of June
30, 1991 for PERS and as of June 30, 1992 for SCERS. The contributions are made up of the
following (in millions):
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PERS Amount

% of

Covered Payroll

SCERS Amount

% of
Covered Payroil

Normal cost $20.4 18.1% $3.6 2.5%
Amortization of unfunded actuarial
accrued liability 3.1 2.8% 1.1 8%
Totat $23.6 20.9% $4.7 3.3
City contribution $14.7 13.1% $3.0 2.1%
Employee contributions 8.8 7.8% 1.7 1.2%
Total 3235 : 209% $4.7 3.3

l.

Effective February 22, 1892, the City extended the amortization period for the unfunded actuarial
liability for safety members from 2011 to 2016. This reduced the PERS contribution rate for safety
members from 20.319% to 19.523%.

The City contribution to PERS of $14.7 million in 1992 was offset by PERS credits of $15.9 million
accumulated from prior years. The credits were recorded as revenue in governmental and proprietary
funds and as reductions to payroll-related costs in the Operating Grant Special Revenue Fund and the
Capital Grant Capital Projects Fund grant funds. At June 30, 1992, the City had additiocnal PERS
credits remaining of $640,000.

Trend Information

Trend information gives an indication of the progress made in accumulating sufficient assets to pay
benefits when due. Ten-year system-wide trend information may be found in the PERS annual report
for the year ended June 30, 1991. Ten-year trend information for SCERS is available in its annual
financial report for the year ended June 30, 1992,

Trend information for the three most recent available yeérs for the City is shown below:

PERS SCERS
1989 1990 1991 1990 1931 1992

Net assets available for benefits,

expressed as a percentage of the

pension benefit obligation 111.5% 82.5% 78.9% 102.2% 103.0% 107.1%
Unfunded (assets in excess of}

pension benefit obligation,

expressed as a percentage of

annual covered payroll {6.2%) 36.4% 51.8% {5.3%!) (6.4%: {14.0%}
City contribution axpressed as a .

percentage of annual covered _

payroll 6.8% 7.7% 3.7% : 8.2% 4.7% 2.1%

For fiscal years 1989, 1990, 1991 and 1992, the City's contributions to PERS and SCERS were made
in accordance with actuarially determined requirements.

Sacramento Housing and Redevelopment Agency
SHRA aiso contributes to PERS. At June 30, 1990 (the most recent date available at the time of
SHRA's December 31, 1391 financial statements) the total pension benefit obligation applicable to

SHRA's employees was $15.7 million, and the net assets in excess of the pension benefit obligation
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were $3.6 million. Contributions to PERS. were made in accordance with actuarially determined
requirements. '

Additional information about SHRA's retirement plan including a plan description, funding status and
progress, contributions reguired and contributions made, and tre_nd information is available in SHRA's
December 31, 1991 annual financial report which is publicly available.

NOTE 9 DEFERRED COMPENSATION PLANS

The City and SHRA offer their permanent employees deferred compensation ptans under the provisions
of internal Revenue Code Section 457. The plans permit employees to defer a portion of their salaries
and defer paying taxes on the deferred portion until the withdrawal date. The deferred compensation
is not available for withdrawal until termination, retirement, death, or unforeseeable emergeancy.

The deferred compensation plans are administered by unrelated financial institutions. Ali deferred
compensation and income attributable to the investment of the deferred compensation amounts held
by the financial institutions, until paid or made available to the employees or beneficiaries, are the
property of the City or SHRA subject only to the claims of the City's or SHRA's general creditors. In
addition, the participants in the plans have rights equal to those of the general creditors of the City or
SHRA, and each participant's rights are equal to his or her share of the fair market value of each plan's
assets. The City and SHRA believe that it is unlikely that plan assets will be needed to satisfy claims
of general creditors that might arise.

. As part of its fiduciary role, the City and SHRA have an obligation of due care in selecting third party

administratofs'. It is the opinion of the City's and SHRA's respective legal counsels that the City and
SHRA have acted in a prudent manner and are not fiable for losses that may arise from the
administration of the plans. '

Deferred compensation plans are accounted for in agency funds. AtJune 30, 1992, the City had 2,322
employees participating in its deferred compensation plans, with related assets totalling $44.2 million.
At December 31, 1997, SHRA had 152 employees pammpatmg in its deferred compensation plans,
with related assets totalling $3 8 million.

NOTE 10 POST-EMPLOYMENT HEALTH AND DENTAL CARE BENEFITS

The City and SHRA provide health and dental care insurance benefits for all employees who retire from
the City and SHRA and for their survivors and dependents. Participants have the choice of enrolhng
in one of several health plans and one of two dental plans.

Post-retirement health care benefits of the City consists of the City paying up to $145 per month per
participant, which covers between 33% and 100% of the benefit cost, depending on the choice of plan
and number of dependents. For the City's dental care insurance, the benefit consists of the City paving

" $15 per month per participant, which covers between 25% and 100% of the benefit costs, depending

on the choice of plan and number of dependents. For SHRA, the combined heaith and dental care
benefit consists of a range of $420 to $460 per month per participant, depending on the participant's
job classification at the time of retirement. SHRA covered 100% of the participant's health and dental
benefits under these plans. '

Benefits are defined by labor agreements approved by the City Council. Benefit costs are recorded on
a pay-as-you-go basis as nondepartmental expenditures. For the fiscal year ended June 30, 1992, the
City and SHRA expended approximately $2.6 million and $198,000, respectively, for post-employment
health and dental care insurance benefits. Approximately 1, 727 and 82 retlrees and/or families were
covered, respectively.

City of Sacramento, California




NOTE 11 BUDGET, FUND BALANCE AND RETAINED EARNINGS DEFICITS

The retained earnings deficit in the SHRA Enterprise Funds of $4.7 million is covered by contributions
from other SHRA funds. These contributions from other funds have been reflected as contributed
capital. There were no fund balance deficits at June 30, 1992.

For the year ended June 30, 1992, certain funds had the following expehditures in excess of budgeted
appropriations at the departmental level {in thousands):

General Fund:

Fianning and Development $166
Parks & Commuinity Services 40
Bad debt expenditure : 271
Other {non-departmental) 126

Transfers to Debt Service Fund 2,293

Special Revenue: :
Lightirig and Landscaping District 118

Maintenance Benefit Area 22
Bell Avenue Development Fund 2
Recreation Program Funds 92

" Debt Service Funds: :
1986 COP Fund 1,635
1989 COP Fund 485

As discussed in Note 2, the budget spans a two-year period and is the first budget for which the City
has adopted a two-year approach. The amount in excess of budget in the General Fund is expected
to be covered in year 2 of the two-year cycle.

General Fund bad debt expenditures are over budget as a result of under-projecting the unrecoverable
amount of billings made for emergency response cost recovery. in the coming year, the City will adjust
the bad debt expenditure in the budgét to inciude this experience in payments.

General Fund other (non-departmental) expenditures are over budget in employee services primarily due
to a year end accrual of PERS retirement contributions. Additional contributions are payable to reflect
the inclusion of firefighter's FLSA premium pay in compensation subject to retirement. System
programming is currently underway to allow for the correct payment of this compensation each payroll
period. In the coming year, the City will adjust the budget to include this accrual.

General Fund transfers to Debt Service fund were over budget as a result of the 1986 and 1989 COP
budget differences explained below.

Lighting and Landscaping’s excess of expenditures over budget is a result of underestimating the extend

of actual increases in outside charges for serwces in fiscal year 1992, This is expected to be made up
in fiscal year 1993."

Maintenance Benefit Area's excess of expendstures over budget is the result of this bemg a new fund
which was not budgeted for in fiscal year 1992 but is budgeted in fiscal year 1993.

Bell Avenue Development Fund's excess of expenditures over budget is the result of the fund never
being budgeted. This fund will be budgeted in fiscal year 1993.

Recreation Program funds' excess of expenditures over budget is a resutt of underbudgeting the
matching funds requirement for a recreation grant.
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The 1988 COP Fund's excess of expenditures over budget was aresult of a change in funding policy
for payments due on July 1st. In the coming year, the City will adjust the budget to refiect this change
in funding.

The 1989 COP Fund's excess of expenditurés-over budget was a resuit of the City's under projecting
interest expense in fiscal year 1992. This is expected to be budgeted in fiscal year 1993.

NOTE 12 SEGMENT INFORMATION FOR ENTERPRISE FUNDS

The City maintains Enterprise Funds that provide water, sewage treatment, refuse collection and
disposal, golf, parking, community center, storm drainage, marina and low-income housing services and
facilities which are largely financed by user charges. Segment information for the year ended June 30,
1992 follows {in thousands):

SHRA
Solid Community  Storm Enterprise
Water Sswer Waste Golf Parking Center Drainage Marina Fund
Fund _Fund _Fund Fund Fund Fund Fund _Fund (Decernber 31, 19291} Total

Operating
revenues $ 22,506% 11,096 $27,177 $4,5865 § 9,204 § 2,441 $20,807 $1,389 $ 2,307 $101,472

Depreciation .
expense .7 2,143 1,599 1,136 252 =1 802 935 390 ; 8,678

Operating ] . .
income {loss) 2,203 2,018 5,398 (3,883) . 7,690 2174 o 15,679

Operati.ng ] o :
transfers in 317 ' 70 - 202 656 o _ . 2,038

Opetating ' , : L )
transfers out - (1,476) (1,622} (2,489) (344) (2,279) {396y -{2,212) 188} .. . {11,291}

Net income 2,158 806 2,789 558 {96) 1,334 7,947 (348) 13,610
Tax revenues . . 7,233 . ‘ 7.233
Current capital

contributions 1,032 ] _ o . .7’433

Fixed assets: ) . )
Additions 1,972 5,072 ! 36,730

Deietions 1,808 120 : i ) 4112

Net warking
capital 17,544 4,137 4,282 3,090 2,081 3,007 23,817 (328) - 433 57.763

Total assets 111,818 &39,722 25,290 17,835 53,410 173,423 - 73,38410,491 28,838 584,511
Long-term debt 10,264 2,950 7,866 11,279 31,266 156,509 11,252 7,974 16,010 255,349

Total equity 88,6507 63,848 12,167 5,843 19,020 13,845 60,118 1,516 10,708 285,569

City of Sacramento, California




NOTE 13 INTERFUND TRANSACTIONS

The City had numerous transactions between funds to finance operations, provide services, construct
assets and sefvice debt. As discussed above, these transactions are classified as operating transfers,
due from/to other funds. and advances to/from other funds. The following table summarizes interfund
transactions for the fiscal year ended June 30, 1992 {in thousands}):

Operating Operating Due Due Advances Advances
Transfers Transfers From Other Ta Other To Other From Other
Fund Deacription In “ Out Funds Funds " Funds Funds

GENERAL FUND $15,654 (814,707) $2,468 $0 $1,169 $0

SPECIAL REVENUE FUNDS :
Community Development Block Grant ' 198 (199)
Landfill Closure
Disaster Ralief
Special District Administration (110}

Landscaping & Lighting Districts (3,755}
Recreation Program (554)
Narcotics Task Force (60)
Maintenance Benefit Area (39)
Operating Grants .
Assessment District Maintenance 58
SHRA (41,935)
Total Special Revenue Funds (46,511)

DEBT SERVICE FUNDS
1965 Flood & Drainage Bonds
1983 COP
1986 COP
1988 COP
1991/85 Light Rail COP
1891/87 COP
1992 COP
SHRA
Total Debt Service Funds

CAPITAL PROJECTS FUNDS
1989 COP (8.942)
1991 Revenue Bonds (2.316)
City Capital Projects (500}

Total Capital Projects Funds (11,767}

ENTERPRISE FUNDS
Water
Sewer
Solid Waste
Golf
Parking
Community Center
Storm Drainage
Marina
SHRA

Total Enterprise Funds

INTEANAL SERVICE FUNDS
Fleet Management
Risk Management
SHRA
Total Internal Service Funds

TRUST AND AGENCY FUNDS
City-County Metropolitan
Water Planning Office
SHRA Expendable Trust
Total Trust and Agency Funds

GENERAL LONG-TERM DEBT
ACCOUNT GROUP

TOTAL $74,405 ($74.405)
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The fiscal year of the City begins on July 1 of each year and ends on June 30. The fiscal year of SHRA
begins an January 1 and ends on December 31 for a majority of its funds; however, the effect on the
financial statements of the differing SHRA year ends is not material. The December 31, 1991 financial
statements of SHRA are included in this report. As a result of these differing year ends, interfund
transactions such as described above as well as advances made between funds of both a short-term
(due to/from) and long-term nature {advances to/from) do not offset at June 30.

NOTE 14 RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The Risk Management Fund
was created to provide coverage up to a maximum of $1.0 million for each workers' compensation
claim and $2.0 million for each general or automobile claim. The City has commercial insurance for
claims in excess of coverage provided by the Fund. The excess insurance for workers' compensation
claims is $5.0 million over the $1.0 million self-insured amount. An excess of $18.0 million over the
$2.0 million self-insurance amount for general and automobile claims has been obtained.

All funds of the City participate in the program and make payments to the Risk Management Fund
based on actuarial estimates of the amounts needed to pay prior and current year claims. The City has
a $3.8 million self-insured retention reserve for catastrophic losses over and above the amount included
in the claims accrual at June 30, 1892, ’

In fiscal year 1992 the City contracted with an independent actuary to compute the estimated liabilities
of the Risk Management Internal Service Fund as of June 30, 1992. Estimates for incurred but not
reported claims are included in the reserve estimates recommended by the actuary. Based on an
actuarial analysis of workers' compensation, which includes a 7 percent discount rate at an 80 percent
confidence level, the City has funded estimated claims liabilities of $27.6 million. For general and
automobile liabilities, the City has funded estimated claims liabilities of $6.4 million, based on an
actuarial analysis with no discount rate assumptions at an 80 percent confidence level.

The self-insured retention for catastrophic losses funded by the City in excess of the required claims

accruals is shown below:

Self-Insured Retention for
Catastrophic Losses {in thousands)

Auto and general liability
Workers' compensation
Unempioyment insurance

Money, securities, other
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NOTE 15 CONTRIBUTED CAPITAL

Contributions of property, plant and equipment for the proprietary funds are as follows (in thousands):

Balance at  Contributions Contributions Depreciation
Beginning from from on Balance at
of Year Developers Other Funds Contributions End of Year

Water Fund §53,783 $3,319 $17 ${953) $56,166
Sewer Fund 62,342 1,032 {1,254) 62,120
Solid Waste Fund 269 268
Golf Fund 456 456
Parking Fund . C 5,284 ) {128) 5,158
Community Center Fund 3,645 . 3,645
Storm Drainage Fund . 28,895 749 (776} . 28,868
Marina Fund _ 216 ' 29 245
SHRA Enterprise Fund 13,092 2,287 15,379
Fleet Management Fund 7.440 281 7.701
Risk Management Fund 5 Y
SHRA Internal Service Fund 209 208
Totals $176.638 $5,100 $2.594 ${3,109) $180.221

In prior years, the Sewer Fund contributed capital and fixed asset balances were overstated for assets
purchased from operations rather than contributed capital by $1,178, the beginning balance has been
adjusted

NOTE 16 PRIOR PERIOD ADJUSTMENTS

SHRA - Fund balance and retained earnings of the SHRA Special Revenue Funds and SHRA Internal
Service Fund as of December 31, 1990 have been reduced by $850,000 and $231,000, respectively,
for the effects of prior year errors in the recording of amounts recelvable from the federal government
under various housing programs.

CITY - Retained earnings as of June 30, 1991 for several Enterprise Funds and the Fleet Management
Internal Service Fund has been increased and reduced, respectively, by $1.7 million for the effect of
prior year errors in the recording of fixed assets in the Fleet Management Internal Service Fund rather
than the applicable Enterprise Funds. '

NOTE 17 COMMITMENTS AND CONTINGENCIES
Commitment of revenues

All revenues of the Water and Sewer Enterprise Funds are irrevocably pledged to the punctual payment
of principal and interest on revenue bonds. All amounts remaining are to be apportioned for such
purposes as are expressly permitted by the terms of the applicable bond resolutions.

Construction and other commitments

The City has commitments of $19.8 million for contracts awarded but not completed at June 30, 1992,
This amount consists of $4.3 miillion in the special revenue funds, $2.6 million in the capital projects
funds and $12.8 million in the enterprise funds. The major contracts outstanding are for the
Community Center and Exhibit Hall expansions, Sacramento Water Treatment Plant modifications,
various Library expansion projects, South area golf course, curbside recycling, miscellaneous drainage
improvements, and various street improvements.
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At December 31, 1991, SHRA had outstanding contractual obligations, primarily for hdusing project
site improvements and structural rehabilitation totalling $8.1 million.

In connection with Riverview Plaza Associates (a partnership), which is included as a component unit
within the Sacramento Housing and Redevelopment Agency reporting entity. The Agency entered into
a funding guarantee agreement in which the Agency is obligated to fund the operations of the
partnership to the extent that the partnership revenues are inadequate, up to $658,000 annually. The
funding guarantee agreement terminates on January 1, 2005,

Mortgage insured bonds

The City and the County of Sacramento between 1980 and 1991, issued single family and multifamily
mortgage bonds totaling $655.3 million. The bonds were issued to provide funds for the purchase of
home mortgages in the Sacramento County area. SHRA was appointed by the City and County of
Sacramento to administer the mortgage program. The mortgages do not constitute a liability of SHRA
or the City. :

Contingent liabilities

The City and SHRA participate in a number of federal, state and local grant programs, the principal of
which are Community Development Block Grant programs. These programs are subject to financial and
compliance audits by the grantors or their representatives. Accordingly, compliance with applicable
grant requirements will be established at some future date. The amount, if any, of expenditures which
may be disallowed by the granting agencies cannot be determined at this time although neither the City
nor SHRA expect such amounts, if any, to materially affect the financial statements of the City.

Litigation

In early 1991, the City and SHRA were informed of litigation between the State Board of Equalization
(Board) and California public utilities which would have a future financial impact to both entities. The
utilities contended that the State Board of Equalization overassessed their unitary property at a value
in excess of the fair market value, and they submitted claims for refund of excess property taxes. As
of this date, a settlement agreement has been negotiated. Although the financial impact to the entities
is unknown, it is anticipated that refunding of previously collected tax revenues will not be required (i.e.
the settlement agreement will be prospective in nature).

Various claims and lawsuits are pending against the City and SHRA. Although the outcome of these
claims and lawsuits is not presently determinable, management, after consultation with legal counsel,
is of the opinion that these matters will not have a material adverse effect on the financial condition
of the City or SHRA.

NOTE 18 SUBSEQUENT EVENT

Impact of State of California Budget Cuts -- On September 2, 1992, the State of California (the State)
adopted a 1992-93 budget which cut funding to municipalities in order to reduce the State budget
deficit. Key provisions of the budget as they affect the City and its related entities call for a 9%
reduction in allocated property taxes (an annual loss of approximately $4.6 million to the City) and a
loss of all future cigarette tax and trailer coach fee revenues (an annual loss of approximately $80,000).
The impact on SHRA of these cuts result in a one-time loss of property tax increment revenues
calculated at 16% of the 1990-91 property tax increments received, approximately $2.3 million. SHRA
must pay this amount to the State prior to May 10, 1993. The decrease in property taxes and the loss
of cigarette tax and trailer coach fee revenues represent a lass of future revenues. City and SHRA
management believe that the entities will be able to absorb these losses.
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APPENDIX B

Summary of Principal Legal Documents

The following is a summary of certain provisions of the Acquisition Agreement, the Facilities Leases and the Trust
Agreement. This summary does not purport to be complete or definitive and is qualified in its entirety by reference to
the provisions of such documents.

DEFINITIONS

Additional Rental or Additional Rental Paymenis means all amounts payable by the City as Additional Rental pursuant
to the Facilities Leases.

Authority means the Sacramento City Financing Authority, a joint exercise of powers agency established pursvani 10
the laws of the State of California, any surviving, resulting or transferee corporation and, except where the context requires
otherwise, any assignee of the Authority.

Base Rental or Base Rental Payments means all amounts payable by the City as Base Rental pursuant to the Facilities
Leases.

Base Rental Payment Fund means the fund by that name established pursuant to the Trust Agreement.
Bond Insurer means AMBAC Indemnity Corporation, a Wisconsin-domiciled stock insurance company.

Bonds means the Sacramento City Financing Authority Lease Revenue Refunding Bonds, Series 1993, that are issued
pursuant to the Trust Agreement and at any time Outstanding, consisting of the Series 1993 A Bonds and the Series
1993 B Bonds.

Business Day means any day other than a Saturday or Sunday or day upon which the Prmcq)al Corporate Trust Office
of the Trustee is authorized by law to remain closed.

City means the City of Sacramento, a charter city and municipal corporation of the State of California.
Code means the Intemal Revenue Code of 1986, as amended, and the regulations issued thereunder.

Demised Premises means that certain real property situated in the City of Sacramento, State of California, described
as Demised Premises in exhibits to the Facilities Leases or real property and improvements thereto substituted for all or
a portion of the 1eal property described as Demised Premises in exhibits to the Facilities Leases in accordance with the
terms and conditions of the Acquisition Agreement,

Facilities means the Demised Premises and those certain public facilities which are located on the Demised Premises
as described in exhibits to the Facilities Leases or the public facilitics and the real property substituted for all or a portion
of the real property described as the Demised Premises in exhibits (o the Facilities Leases in accordance with the terms
and conditions of the Acquisition Agreement.

Facilities Leases means those certain Facilities Leases, dated as of August 1, 1993, by and between the Authority and
the City, being the Facilities Lease (Series 1993 A) and the Facilities Lease (Senes 1993 B), as originally executed and
entered into and as either of them may from time to time be amended or supplemented in accordance with the Trust
Agreement and therewith,

Municipal Bond Insurance Policy means the municipal bond insurance policy issued by the Bond Insurer insuring the
payment when due of the principal of and interest on the Series 1993 A Bonds as provided therein,

Ourstanding, when used as of any particular time with reference to Bonds (except for disqualified Bonds under the
Trust Agreement), means all Bonds except —

(1) Bonds canceled by the Trustee or surrendered to the Trustee for cancellation;

(2) Bonds paid or deemed to have been paid within the meaning of the Trust Agreement; and




(3) Bonds in Heun of and in substitution for which other Bonds shall have been executed and .delivered by the
Trustee under the Trust Agreement.

Owner means the registered owner of any Bond.

Permitted Encumbrances means, as of any particular time: (i) liens for general ad valorem taxes and assessments,
if any, not then delinguent; (ii) the Facilities Leases, as they may be amended from time to time; (iii) any right or claim
of any mechanic, laborer, materialman, supplier or vendor filed or perfected in the manner prescribed by law,
(iv) easements, rights of way, mineral rights, drilling rights and other rights, reservations, covenants, conditions or
restrictions which exist of record as of the date the Bonds were issned and which the City certifies in writing will not
materially impair the use of the Facilities by the City; and (v) easements, rights of way, mineral rights, drilling rights and
other rights, reservations, covenants, conditions or restrictions established following the date of recordation of the Facilities
Leases, to which the City and the Authority consent to and certify in writing will not materially impair the ownership
interests of the Authority.

Projects means those capital improvements for the City described in Exhibit B to the Trust Agreement or as they may
be modified or substituted in accordance with the Trust Agreement.

Reserve Fund Requirement means as of any date of calcﬁlation and for each Series of the Bonds, the remaining
maximum annual debt service on the Bonds of such Series.

Series, when used with reference to the Bonds, means all of the Bonds authenticated and delivered on original issuance
and delivery and identified pursuant to the Trust Agreement 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 Trust Agreement.

Series 1993 A Bonds means the Bonds described as such in the Trust Agreement.
Series 1993 B Bonds means the Bonds described as such in the Trust Agreement.

Trust Agreement means the Trust Agreement, dated as of August 1, 1993, by and between the Authority and the
Trustee, as originally executed and entered into and as it may from time to time be amended or supplemented in
accordance with the Trust Agreement.

THE TRUST AGREEMENT
Pledge of Base Rental Payments

The Base Rental Payments from the Facilities Lease (Series 1993 A) are irrevocably pledged to the Trusiee for the
benefit of the Owners of the Series 1993 A Bonds and shall be used for the punctual payment of the interest on and
principal of the Series 1993 A Bonds, and such Base Rental Payments shall not be used for any other purpose while any
of the Bonds remain Qutstanding, and the Base Rental Payments from the Facilities Lease (Series 1993 B) are irrevocably
pledged to the Trustee for the benefit of the Owners of the Series 1993 B Bonds and shall be used for the punctual
payment of the interest on and principal of the Series 1993 B Bonds, and such Base Rental Payments shall not be used
for any other purpose while any of the Bonds remain Outstanding. These pledges constitute a first lien on the Base Rental
Payments for the foregoing purposes in accordance with the terms of the Trust Agreement and the Facilities Leases.

All Base Rental Payments are required (o be paid directly by the City to the Trustee, and if received by the Authority
at any time shall be deposited by the Authority with the Trustee within one Business Day after the receipt thereof. All
Base Rental Payments received by the Trustee shall be held in trust by the Trustee under the terms of the Trust
Agreement, and the Base Rental Payments from the Facilities Lease (Series 1993 A) shall be deposited by it as and when
received in the Series 1993 A Account in the Base Rental Payment Fund, which account the Trustee agrees to establish
and maintain so long as any Series 1993 A Bonds are Qutstanding, and the Base Rental Payments from the Facilities
Lease (Series 1993 B) shall be deposited by it as and when received in the Series 1993 B Account in the Base Rental
Payment Fund, which account the Trustee agrees to establish and maintain so long as any Series 1993 B Bonds are
QOuistanding, and all money in such accounts shall be held in trust by the Trustee for the benefit of the City until deposited
in the funds described below, wherenpon such money shall be held in trust in such funds by the Trustee for the benefit
of the Owners. The Anthority pledges and grants a licn on and a security interest in the Base Rental Payment Fund to
the Trustee for the benefit of the Owners.
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The Trustee shall immediately notify the Bord Insurer if at any time there are insufficient moneys to make any
payments of principal or interest as required and immediately upon the occurrence of any Event of Defanlt relating to the
Series 1993 A Bonds, . .

Deposit of Money in the Base Rental Payment Fund

The Trustee is required to deposit the money contained in the Base Rental Payment Fund at the following respective
times in the following respective funds in the manner described below, each of which funds the Trustee agrees to establish
and maintain so long as any Bonds are Outstanding, and the money in each of such funds may be disbursed only for the
purposes and uses authorized in the Trust Agreement; provided that any amounts received as Base Rental and not requi.red
to pay the principal of and interest on the Bonds will be ransferred to the Reserve Fund to the extent necessary to bring
the balance therein to the Reserve Fund Requirement:

Interest Fund. The Trustee, on each Interest Payment Date (commencing on November 1, 1993), shall deposit in th_e
Series 1993 A Account in the Interest Fund an amount of money which, together with any money contained therein, is
equal to the aggregate amount of the interest becoming due and payable on all Ouistanding Series 1993 A Bonds on such
Interest Payment Date, and the Trustee, on each Interest Payment Date (commencing on November 1, 1993), shall deposit
in the Series 1993 B Account in the Interest Fund an amount of monéy which, together with any money contained thercin,
is equal to the aggregate amount of the interest becoming due and payable on all Qutstanding Series 1993 B Bonds on
such Interest Payment Date. All money in the two accounts in the Interest Fund shall be used and withdrawn by the
Trustee solely for the purpose of paying the interest on the Series 1993 A Bonds or the Series 1993 B Bonds, as
appropriate, when due and payable. '

The Trustee is also required to maintain within the Interest Fand a separate account designated the “Series 1993 A
Capitalized Interest Account.” The Trustee shall transfer from the Series 1993 A Capitalized Interest Account and deposit
in-such account in the Interest Fund the amounts on the dates specified in the Trust Agreement for payment of interest
on the Series 1993 A Bonds. ' '

FPrincipal Fund. The Trustee, on each November 1, commencing November 1, 1993, shall deposit in the Series
1993 A Account in the Principal Fund an amount of money which, together with any money contained therein, is equal
to the aggregate amount of the principal becoming due and payable on ail Qutstanding Series 1993 A Bonds on such
November 1, and the Trustee, on each November 1, commencing November 1, 1993, shall deposit in the Series 1993 B
Account in the Principal Fund an amount of money which, together with any money contained therein, is equal to the
aggregate amount of the principal becoming due and payable on all Outstanding Series 1993 B Bonds on such
November 1. All money in the two accounts in the Principal Fund shall be used and withdrawn by the Trustee solely
for the purpose of paying the principal of the Series 1993 A Bonds or the Series 1993 B Bonds, as appropriate, when
due and payable including mandatory sinking fund payments pursuant to the Trust Agreement.

Prepayment Fund. The Trustee, on the prepayment date specified in a request of the. City filed with the Trustee at
the time that any prepayment is paid to the Trustee pursuant to either Facilities Lease, shall deposit in the Prepayment
Fund (established solely for such Facilities Lease) the amount of such prepayment. All money in said Prepayment Fund
shall be used and withdrawn by the Trustee solely for the purpose of paying the interest on and principal of the Series
1993 A Bonds or the Series 1993 B Bonds, as appropriate, to be redeemed on their respective redemption dates.

Any money deposited in the Base Rental Payment Fund, and not required for the foregoing purposes, shall be released
to the City to be expended for any lawful purpose.

Reserve Fund

Money in the Series 1993 A Account in Reserve Fund shall be used and withdrawn by the Trustee solely for the
purpose of replenishing the Series 1993 A Account in the Interest Fund or the Series 1993 A Account in the Principal
Fund, in that order, and money in the Series 1993 B Account in Reserve Fund shall be used and withdrawn by the Trustee
solely for the purpose of replenishing the Series 1993 B Account in the Interest Fund or the Series 1993 B Account in
the Principal Fund, in that order, in the event of any deficiency at any time in either of such funds, but solely for the
purpose of paying the principal of or interest or redemption premiums, if any, on the Series 1993 A Bonds or the 1993 B
Bonds, as appropriate, or for the retirement of all Series 1993 A Bonds or Series 1993 B Bonds, as appropriate, then
Outstanding, except that so long as the Authority is not in default, any cash amounts in the Reserve Fund in excess of
the Reserve Fund Requirement shall be withdrawn from the Reserve Fund and deposited in the particular Project Fund
designated by the City, After completion of the Projects, on or before each Interest Payment Date, any such excess shall
be deposited in the Base Rental Payment Fund account relating to the respective series of Bonds. On the first date upon
which a Series of Bonds is no longér Outstanding, any balance of money remaining in the respective Reserve Fund
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account shali be fransferred to such other fund or account established under the Trust Agreement or shall be otherwise
transferred to the City for any lawful purpose as the City may direct.

In licu of maintaining and depositing money in the Reserve Fund as described above, the Anthority may deposit with
the Trustee a letter of credit (i) which is issued by a bank with a credit rating at the time of deposit of such letier of
credit into the Reserve Fund of at least the rating on the applicable Bonds, (ii) the repayment obligation with respect to
which is not secared by a lien on assets of any Member senior to any lien which secures the Owners and (iii) which has
a term of at least five years from the date of issuance thereof. If the credit rating of the bank issuing such letter of credit
falls below such rating, the Authority shall, as soon as is practicable, but in any event within six months, either
(a) substitute a new letter of credit satisfying the requirements of this paragraph, (b) fund the Reserve Fund through the
deposit of cash or an irrevocable surety bond policy satisfying the requirements of the immediately succeeding paragraph

or {c) fund the Reserve Fund through a combination of (a) and (b).. At least six months prior to the expiration date of

a letter of credit on deposit in the Reserve Fund, the Authority shall either (2) substitute a new letter of credit satisfying
the requirements of this paragraph, (b) fund the Reserve Fund through the deposit of cash or an irrevocable surety bond
policy satisfying the requirements of the immediately succeeding paragraph or (c) fund the Reserve Fund through a
combination of (a) and (b). Any such letter of credit shall permit the Trustee to immediately draw amounts thereander
for deposit in the Reserve Fund which, together with any money on deposit in, or surety bond policy available to fund,
the Reserve Fund, and not less than the Reserve Fund Requirement and which may be applied to any purpose for which
money in the Reserve Fund may be applied. The Trustee shall make a drawing on such letter of credit (a) whenever
money is required for the purposes for which Reserve Fund money may be applied, and (b) prior to any expiration or
termination thereof; provided, however, that no such drawing need be made if other money or an irrevocable surety bond
are available in the Reserve Fund in the amount of the Reserve Fund Requirement. Notwithstanding anything to the
contrary in the foregoing, no letter of credit so obtained shall be payable with respect to more than one Series. of Bonds.

In lieu of maintaining the depositing money in the Reserve Fund, the Authority also may maintain in effect an
irrevocable surety bond policy (i) which is issued by a bond insurance company with a claims-paying ability rating at the
time of deposit of such surety bond policy into the Reserve Fund of at least the rating on the applicable Bonds, (ii) the
repayment{ obligation with respect to which is not secured by a lien on assets of the Authority senior to any len which
secures the Owners and (iii) has a term of at least five years from the date of issuance thereof. If the credit rating of
the bond insurance company issuing such surety bond policy falls below such rating, the Authority shall, as soon as

practicable, but in any event within six months, either (a) substitute a new surety bond policy satisfying the requirements .

of this paragraph, (b) fund the Reserve Fund through the deposit of cash or a letter of credit satisfying the requirements
of the immediately preceding paragraph or {c) fund the Reserve Fund through a combination of (a) and (b). At least six
months prior to the expiration date of a surety bond policy on deposit in the Reserve Fund, the Authority shall either (a)
substitute a new surety bond policy satisfying the requirements of this paragraph, (b) fund the Reserve Fund through the
deposit of cash or a letier of credit satisfying the requirements of the immediately preceding paragraph or (¢) fund the
Reserve Fund through a combination of (a) and (b). Any such surety bond policy shall permit the Trustee 1o obtain
amounts thereunder for deposit in the Reserve Fund which, together with any money on deposit in, or letter of credit
available to fund, the Reserve Fund, are not less than the Reserve Fund Requirement and which may be applied to any
purpose for which money in the Reserve Fund may be applied. The Trustee shall make a drawing on such surety bond
policy (a) whenever money is required for the purposes for which Reserve Fund money may be applied, and (b) prior
to any expiration or termination therecof; provided, however, that no such drawing need be made if other money or a letter
of credit are available in the Reserve Fund in the amount of the Reserve Fund Requirement, Notwithstanding anything
to the contrary in the foregoing, no surety bond policy so obtained shall be payable with respect to more than one Series
of Bonds.

Project Funds

The Trustee shall hold in trust in the Project Funds for each of the Projects set forth in Exhibit B to the Trust
Agreement the money transferred to it on behalf of the City, which Project Funds shall be maintained until all items
constituting the Projects have been acquired or constructed by the City, or until the amounts therein are expended towards
such acquisition or construction. All money in the Project Funds shall be applied by the City for the payment of the cost
of the construction of the Projects and the expenses incidental thereto (including reimbursement to the City for any such
cost or expenses paid by it in anticipation of such proceeds).

When the acquisition and construction of all items constituting a Project has been completed, the City shall deliver
to the Trustee a Certification of the City stating the fact and date of the completion of such acquisition and construction
and stating that all the costs of the acquisition and construction and the expenses incidental thereto have been determined
and paid (or that all such costs and expenses have been paid less specified claims which are subject to dispute and for
which a retention in the related Project Fund is to be maintained in the full amount of such claim until such dispute is

resolved and notice thereof is provided to the Trustee by the City). The Trustee shall then transfer any remaining balance




of money in such Project Fund (but less the amount of any such retention) upon a Request of the City to retmburse or
to pay costs of any public capital improvements of the City or to make or prepay Base Rental Payments.

Covenants

Compliance with Trust Agreement. The Trustee will not authenticate or deliver any Bonds in any manner other than
in accordance with the provisions of the Trust Agreement; and the Authority will not suffer or permit any default by it
to occur under the Trust Agreement, but will faithfully observe and perform all the agreements, conditions, covenants and
terms contained in the Trust Agreement required to be observed and performed by it.

Compliance with or Amendment of Faciliies Leases. The Authority will faithfully observe and perform all the
agreements, conditions, covenants and terms contained in the Facilities Leases required to be observed and performed by
it, and will enforce the Facilities Leases against the City in accordance with their terms.

The Authority will not alter, amend or modify, nor permit such alteration, amendment or modification to the Facilities
Leases without the prior written consent of the Trustee (which consent shall not be required o be given if such
amendment would be adverse to the rights or obligations of the Trustee), which consent shall be given only (i) if, in the
opinion of the Trustee (which opinion may be based upon an Opinion of Counsel or a Certification of the City), such
alterations, amendments or modifications are not materially adverse to the interests of the Owners, (ii) to add to the
covenants and agreements of any party, other covenants to be observed, or to surrender any right or power therein reserved
to the City, (iii) to cure, correct or supplement any ambiguous or defective provision contained therein, (iv) to resolve
questions arising thereunder as the parties thereto may deem necessary or desirable (provided that the Trustee may rely
upon an Opinion of Counsel or Certification of the City) and which do not materially adversely affect the interests of the
Owners of the Bonds, (v) to modify the legal description of the Demised Premises to conform to the requirements of titfle
insurance or otherwise to add or delete property descriptions to reflect accurately the description of the parcels intended
or preferred to be included therein, or (vi) if the Trustee first obtains the written consents of the Owners of at least a
majority in aggregate principal amount of the Bonds then Outstanding allocable to such Facilities Lease to such alterations,
amendments or modifications to such Facilities Lease; provided, that no such alteration, amendment or modification shall
extend a Base Rental payment date or reduce the rate of interest on any Bond or extend the time of payment of such
interest or reduce the amount of principal of any Bond without the prior written consent of the Owner of such Bond so
affected, nor shall any such alteration, amendment or medification reduce the percentage of Owners whose consent is
required for the execution of any alteration, amendment or supplement.

Observance of Laws and Regulations. The Authority will faithfully observe and perform all lawful and valid
obligations or regulations imposed on it by contract, or prescribed by any state or national law, or by any officer, board
or commission having jurisdiction or control, as a condition of the continued enjoyment of each and every franchise, right
or privilege owned or acquired by it, including its right to exist and carry on its business, to the end that such franchises,
rights and privileges shall be maintained and preserved and shall not be abandoned, forfeited or in any manner impaired.

Certain Tax Covenants. The Authority shall at all times do and perform all acts and things permitied by law and
the Trust Agreement which are necessary or desirable in order to assure that interest paid on the Bonds (or any of them)
will be excluded from gross income for federal income tax purposes and shall take no action that would result in such
interest not being so excluded. . Without limiting the generality of the foregoing, the Authority agrees (o0 comply with the
provisions of the Tax Certificate. This covenant shall survive payment in full or defeasance of the Bonds.

The Trustee shall establish the Rebate Fund to be held under the Trust Agreement. There shall be deposited in the
Rebate Fund such amounts as are required to be deposited therein pursuant to the written instructions of the Authority,
All money at any time deposited in the Rebate Fund shall be held by the Trustee in trust, to the extent required to satisfy
the Rebate Requirement (as defined in the Tax Certificate), for payment to the federal government of the United States
of America and neither the Authority, the Owners nor the Trustee shall have any rights in or claim to such money. All
amounts deposited into or on deposit in the Rebate Fund shall be governed by the Trust Agreement and by the Tax
Certificate {(which is incorporated therein by reference). The Trustee shall be deemed conclusively to have complied if
it follows the written direction of the Authority, and shall have no liability or responsibility to enforce compliance by
the Authority with the terms of the Tax Certificate or the Trust Agreement. '

Upon receipt of the Rebate Instructions (as set forth in the Tax Certificate) required to be delivered to the Trustee
pursuant to the Tax Certificate, the Trustee shall remit part or all of the balance in the Rebate Fund 10 the United States
government, as so directed. In addition, if the Rebate Instructions delivered to the Trustee pursuant to the Tax Certificate
so direct, the Trustee shall deposit money into or transfer money out of the Rebate Fund from or into such accounts or
funds as the Rebate Instructions direct,




Notwithstanding any provision of the Trust Agreement, if the Authority shall provide to the Trustee an opinion of
Bond Counsel that any specified action required under the Trust Agreement is no longer required or that some further or
different action is required to maintain the exclusion from gross income for federal income tax purposes of interest with
respect 1o the Bonds, the Trustee and the Authority may conclusively rely on such opinion in complying with the
requirements of the Trust Agreement, and the covenants thereunder shall be deemed o be modified to that extent,

Other Liens. The Authority will keep the Facilities and all parts thereof free from judgments and liens and free from
all claims, demands or encumbrances of whatever nature or character, except for Permitted Encumbrances, and free from
any claim or liability which would materially interfere with the City in utilizing the Facilities or any portion thereof. The
Trustee at its option (after first giving the Authority ten (10) days” written notice to comply therewith and failure of the
Authority to so comply within such period) may defend against any and all actions or proceedings in which the validity
of the Trust Agreement is or might be questioned, or may pay or compromise any claim or demand asserted in any such
actions or proceedings; provided, that in defending against any such actions or proceedings or in paying or compromising
any such claims or demands, the Trustee shall not in any event be deemed to have waived or released the Authority from
Liability for or on account of its failure to observe or perform any of the agreements, conditions, covenants or terms
contained in the Trust Agreement required 1o be observed or performed by it, or from its liability under the Trust
Agreement to defend the validity of the Trust Agreement and to observe and perform all snch agreements, conditions,
covenants and terms. '

Accounting Records and Statements. The Trustee and the Authority, as the case may be, shall keep proper books of
record and account in accordance with trust accounting standards in which complete and correct entries shafl be made of
all transactions relating to the receipt, investment, disbursement, allocation and application of the Base Rental Payments
and the proceeds of the Bonds. Such records shall specify the account or fund to which each investment (or portion
thereof) is to be allocated and shall set forth, in the case of each investment, (a) its purchase price, (b} identifying
information, including par amount, coupon rate, and payment dates, (c) the amount received at maturity or its sale price,
as the case may be, (d) the amounts and dates of any payments made with respect thereto, and (¢) such documentation
as is required to be obtained by the Trusiee or the Authority, as the case may be, which may be provided to the Trustee
by the Authority, as evidence 1o establish that all investments have been purchased in arms’-length transactions with no
amounts paid to reduce the yield on the investments.

With respect to any of the foregoing deierminations required to be made, the Trustee may request and the Authority
shall provide such determination, upon which determination the Trustee may conclusively rely. Such records of the Trustee
shall be open 1o inspection by any Owner at any reasonable time during regular business hours of the Trustee on
reasonable notice. Not later than the 15th day of each month, commencing on November 15, 1993, and continuing so
long as any Bonds are Outstanding, the Trustee will furnish to the Authority and to any Owner who may so request (at
the expense of such Owner or the Authority) a complete statement covering the receipts, deposits and disbursements of
the funds held under the Trust Agreement for the preceding fiscal year, :

Recordation and Filing. The Authority will file, record, register, renew, refile and rerecord all such documents,
including financing statements (or continuation statements in connection therewith), as may be required by law in order
to mainiain at all iimes a security interest in the Base Rental Payments granted pursuant to, and the assignment of the
Facilities Leases to the Trustee made pursuant thereto and the Trust Agreement, all in such manner, at such times and
in such places as may be required in order to fully perfect, preserve and protect the: benefit, protection and security of
the Owners and the rights and security interests of the Trustee, and the Authority will do whatever else may be necessary
or be reasonably required in order to perfect and continue the pledge of and lien on the Base Rental Payments and the
assignment of the Facilities Leases. The Trustee shall not be responsible for recording or filing any financing statement,
continuation statement, supplemental Trust Agreement, or other document required to perfect any security interest under
the Trust Agreement. .

Further Assurances. Whenever and so ofien as requested to do so by the Trustee or any Owner, the Authority will
prompily execute and deliver, or cause to be exccuted and delivered, all such other and further assurances, documents or
instruments and promptly do or cause to be done all such other and further things as may be necessary or reasonably
required in order to further and more fully vest in the Trustec and the Owners the benefit, protection and security
conferred, or intended to be conferred, upon them by the Trust Agreement.

Default and Limitations of Liability

Action on Defaulr. Subject to the provisions of the Trust Agreement, if any Event of Default shall happen, then such
Event of Default shall constitute a default under the Trust Agreement, and in each and every such case during the
continuance of such Event of Default the Trustee or the Owners of not less than a majority in aggregate principal amount
of the Bonds allocable to either Facilities Lease at the time Outstanding shall be entitied, upon notice in writing to the




City and to the Autherity, to exercise the remedies provided to the Authority in such Facilities Lease; provided, that
nothing in the Trust Agreement shall affect or impair the right of action of any Owner to institute suit directly against
the City to enforce payment of such Owner’s Bond; and provided further, that notwithstanding anything in the Trust
Agreement or in the Facilities Leases to the contrary there shall be no right to accelerate the Base Rental Payments or
otherwise to declare any Rental Payments not then in default to be immediately due and payable. In addition, throughout
the term of each of the Facilities Leases, and notwithstanding any rejection of either Facilities Lease in a bankrupicy
proceeding of the Authority, so long as the City is tendered the beneficial use and occupancy of the Facilities, the City
shall stay in possession thereof and shall pay all Rental Payments under such Facilities Lease as they become due and
payable thereunder. Upon the occurrence and continuance of an Event of Defanlt relating to the Series 1993 A Bonds,
the Bond Insurer shall be entitled to control and direct the enforcement of all rights and remedies granted to the Owners
or the Trustee for the benefit of the Owners.

Application of Funds. All money received by the Trustee pursuant to any right given or action taken under the
provisions of this article or of Article VII of either of the Facilities Leases shall be deposited in an account established .
solely for such Facilities Lease in the Base Rental Payment Fund and shall be applied by the Trustee (after payment of
all amounts due and payable under the Trust Agreement to the Trustee) in the following order and upon presentation of
the several Bonds allocable to such Facilities Lease, and the stamping thereon of the payment if only partially paid, or
upon the surrender thereof if fully paid --

- First, Costs and Expenses: to the payment of the costs and expenses of the Trustee and of the Owners in
declaring such Event of Default, including reasonable compensation to its or their agents, attorneys and counsel
and then to the payment of such costs and expenses of the Owners; '

Second, Interest: to the payment to the persons entitled thereto of all payments of ‘interest on the Bonds then
due in the order of the due date of such payments, and, if the amount available shall not be sufficient to pay in
full any payment or payments coming due on the same date, then to the payment thereof ratably, according to
the amounts due thereon, to the persons entitled thereto, without any discrimination or preference; and ‘

Third, Principal: to the payment to the persons entitled thereto of the unpaid principal of any Bonds which
shall have become due, whether on the maturity date thereof or by call for redemption, in the order of their due
dates, with interest on the overdue principal of and interest on the Bonds at a rate equal to the rate paid with
respect to the Bonds and, if the amount available shall not be sufficient to pay in full all the amounts due on
the Bonds on any date, together with such interest, then to the payment thereof ratably, according to the amounts
of principal due on such date to the persons entitled thereto, without any discrimination or preference.

A default under one Facilities Lease will not constitute a default under the other Facilities Lease or the Bonds related
thereto, Any such default under one such Facilities Lease shall not, in and of itself, cause a default on the Series of
Bonds relating to the other Facilities Lease.

The Trustee

Removal and Resignation of the Trustee. The Authority and the City, or the Bond Insurer, may at any time, provided
that an Event of Default has not occurred or, if an Event of Default has occurred, is not continuing, remove the Trustee
and any successor thereto by giving written notice of such removal to the Trustee and by giving notice by mail in
accordance with the Trust Agreement of such removal to all Owners of Bonds then Outstanding, and the Trusice and any
successor thereto may at any time resign, with prior written notice to the Bond Insurer, by giving written notice of such

* resignation to the Authority and the City and by giving notice by mail in accordance with the Trust Agreement of such

resignation to all Owners of Bonds then Outstanding. All of the Owners of the Bonds may at any time, with or without
cause, remove the Trastee and any successor thereto by giving written notice to the City and to the Trustee in accordance
with the Trust Agreement. Upon giving any such notice of removal or upon receiving any such notice of resignation,
the City and the Authority shall promptly appoint a successor Trustee acceptable to the Bond Insurer by an instrument
in writing; provided, that in the event the City and the Authority do not appoint a successor Trustee within sixty (60) days
following the giving of any such notice of removal or the receipt of any such notice of resignation, the removed or
resigning Trustee may petition any appropriate court having jurisdiction to appoint a successor Trustee.  Any successor
Trustee shall (i) be a bank or trust company in good standing, doing business and having a principal corporate trust office
in San Francisco or Los Angeles, California; (i) have a combined capital (exclusive of borrowed capital) and surplus of
at least seventy-five million dollars ($75,000,000); and (iii) be subject to supervision or examination by state or national
authorities. If such bank or trust company 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 purposes of this section the
combined capital and surplus of such bank or trust company shall be deemed to be its combined capital and surplus as
set forth in its most recent report of condition so published.




Any company into which the Trustee may be merged or converted or with which it may be consolidated or any
company resulting from any merger, conversion or consolidation {0 which it shall be a party or any company to which
the Trustee may sell or transfer all or substantially all of its corporate trust business, provided that such company shall
be eligible under the Trust Agreement, shall be the successor to the Trustee without the execution or filing of any paper
or further act, anything in the Trust Agreement 1o the contrary notwithstanding.

Any removal or resignation of a Trustee and appointment of a successor Trustee shall become effective only upon
the acceptance of the appointment by the successor Trustee. Any successor Trusiee appointed under the Trust Agreement,
shall signify its acceptance of such appointment by executing and delivering to the City and to its predecessor Trustee
a written acceptance thereof, and thereupon such successor Trustee, without any further act, deed or conveyance, shall
become vested with all the money, estates, properties, rights, powers, trusts, duties and obligations of such predecessor
Trostee, with like effect as if originally named Trustee in the Trust Agreement; but, nevertheless at the Request of the
City or the request of the successor Trustee, such predecessor Trustee shall execute and deliver any and all instruments
of conveyance or further assurance and do such other things as may reasonably be required for more fully and certainly
vesting in and confirming to such successor Trustee all such money, estates, properties, rights, powers, trusts, duties and

obligations., Upon acceptance of appointment by a successor Trustee as provided in the Trust Agreement, the City shall .

mail a notice of the succession of such Trustee to the trusts under the Trust Agreement to each rating agency which is
then rating the Bonds and to the Owners of Bonds then Outstanding in accordance with the Trust Agreement.

Compensation and Indemnificdtion of the Trustee. The Authority shall from time to time, subject to any agreement
then in effect with the Trustee, pay the Trustee compensation for its services and reimburse the Trustee for all its advances
and expenditures under the Trust Agreement, including, but not limited to, fees and expenses incurred pursuant to removal
or resignation of the Trustee, advances to and fees and expenses of accountants, agents, appraisers, consultants, counsel
or other experts employed by it in the observance and performance of its rights and obligations under the Trust
Agreement; provided, that the Trustee shall not have any lien for such compensation or reimbursement against any money
held by it in any of the funds established under the Trust Agreement or under the Facilities Leases, except that upon an
Event of Default the Trustee shall have a right to receive compensation as provided in the Trust Agreement, and the
Trusiee may take whatever legal actions are available to it directly against the Authority or the City to recover such
compensation or reimbursement.

To the extent permitted by law, the Authority assumes liability for, and agree to defend, indemnify, protect, save and
keep harmless, the Trustee and its directors, officers and employees and its successors and assigns from and against any
and all liabilities, obligations, losses, damages (including consequential damages incurred by others), taxes and impositions,
penalties, fines, claims, actions, suits, costs and expenses and disbursements (including legal fees and expenses) of
whatsoever kind and nature imposed in, asserted againsi or incurred or suffered by the Trustee or its directors, officers
or employees or its successors and assigns in any way relating to or arising out of (i) the condition, management,
maintenance or use of or from any work done in connection with the Facilities and the Projects by the City, (ii) any act
of negligence of the City or of any of its agents, contractors, councilmembers, employees, invitees, licensees or officers
in connection with the Facilities and the Projects, or (iif) the exercise of any rights or obligations of the Trustee under
the Trust Agreement; provided, that no indemnification will be made for willful misconduct or negligence by the Trustee.

The Trustee’s rights to immunities and protection from liability under the Trust Agreement and its ﬁghts to payment
of its fees and expenses shall survive its resignation or removal, the final payment or defeasance of the Bonds and the
discharge of the Trust Agreement. . :

Protection of the Trustee. The Trustee shall be protected and indemnified as stated in the Trust Agreement by the
Authority and shall incur no liability in acting or proceeding in good faith upon any affidavit, bond, certificate, consent,
notice, request, requisidon, resolution, statement, telegram, voucher, waiver or other paper or document which it shall in
good faith believe to be genuine and to have been adopted, executed or delivered by the proper party or pursuant to any
of the provisions of the Trust Agreement, and the Trustee shall be under no duty to make any investigation or inquiry
as to any statements contained or matters referred to in any such instrument, or as to the performance or observance of
any of the terms, conditions, covenants or agreements in the Trust Agreement or of any of the documents executed in
connection with the Bonds, but may accept and rely upon the same as conclusive evidence of the truth and accuracy of
such statements. The Trustee may consult with counsel, who may be counsel to the City, with regard to legal questions
arising under the Trust Agreement, and the opinion of such counsel shall be full and complete authorization and protection
in respect to any action taken or suffered by it under the Trust Agreement in good faith in accordance therewith.

The Trustee shall not be'responsible for the vaIidity and sufficiency of or the representations made in the Facilities

Leases or of the assignment made (o it pursuant thereto of all rights to receive the Rental Payments under the Facilities
Leases, or of the title or value of the Facilities, and shall not be deemed to have knowledge of any Event of Default other
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than a default in making Base Rental or Additional Rental Payments by the City unless and untl it shall have actual
knowledge thereof or have received written notice thereof at its Principal Corporate Trust Office. The Trustee shall, prior
to an Event of Default, and after the curing of all Events of Default which may have occurred, perform such duties and
only such duties as are specifically set forth in the Trust Agreement. The Trustee shall, during the existence of any Event
of Default (which has not been cured), exercise such of the rights and powers vested in it by the Trust Agreement, and
pse the same degree of care and skil! in their exercise, as a reasonable person would exercise or use under the
circumstances in the conduct of his own affairs,

Al recitals, warranties or representations contained in the Facilities Leases and in the Trust Agreement are statements
of the City, and the Trustee assumes no responsibility for their correctness, and the Trustee shall not be accountable for
the use or application by the City, or any other party, of any funds which the Trustee properly releases to the City or
which the City may otherwise receive from time io time. The Trustee makes no representation conceming, and has no
responsibility for, the validity, genuineness, sufficiency or performance by parties other than the Trustee of the Trust
Agreement, the Facilities Leases, any Bond, or of any other paper or docuoment, or for taking any action on them (except
as specifically and expressly stated for the Trustee in the Trust Agreement), or with respect to any obligation of the City
or the Authority or for the sufficiency of any insurance on the Facilities.

Whenever in the observance or performance of its rights and obligations under the Trust Agreement or under the
Bonds the Trustee shall deem it necessary or desirable that a matter be proved or established prior to taking or suffering
any action under the Trust Agreement, sach matter (unless other evidence in respect thereof be herein specifically
prescribed) may be deemed to be conclusively proved and established by a Certification of the City or the Authority, and
such Certification shal! be full warrant to the Trustee for any action taken or suffered under the provisions of the Trust
Agreement upon the faith thereof, but in its discretion the Trustee may, in lieu thereof, accept other evidence of such
malter or may require such additional evidence as to it may deem reasonable.

The Trustee may buy, sell, own, hold and deal in any of the Bonds and may join in any action which any Owner
may be entitled to take with like effect as if it were not a party to the Trust Agreement. The Trustee, either as principal
or agent, may also engage in or be interested in any financial or other transaction with the City or the Authority, and may
act or may permit any of its officers or directors to act as agent, depositary or trustee for any committee or body of
Owners or of owners of obligations of the City or the Authority as freely as if it were not the Trustee under the Trust
Agreement,

The Trustee shall not be liable for the exercise of any of its rights under the Trust Agreement or for the performance
of any of its obligations under the Trust Agréement or for anything whatsoever in connection- with the funds established
under the Trust Agreement, except only for its own willful misconduct or negligence.

The Trustee shall not be liable with respect to any action taken or omitted to be taken by it in good faith in
accordance with the direction of the Owners of not less than a majority in aggregate principal amount of the Bonds at
the time Outstanding relating to the time, method and place of conducting any proceeding for any remedy available to
the Trustee.

No provision of the Trust Agreement shall requlre the Trustee to expend or risk its own funds or otherwise incur any
financial liability in the performance of any of its obligations under the Trust Agreement, or in the exercise of any of its
rights thereunder, if it shall have reasonable grounds for believing that repayment of such funds or adequate indemnity
against such liability is not reasonably assured to it.

Amendment or Supplement to Trust Agreement

The Trust Agreement and the rights and obligations of the City and the Authority and Owners and the Trustee
thereunder may be amended or supplemented at any time by an amendment thereof or supplement thereto which shall
become binding when the written consents of the Owners of a majority in aggregate principal amount of the Bonds then
Outstanding, exclusive of Bonds disqualified as provided in the Trust Agreement, are filed with the Trustee. No such
amendment or supplement shall (1) reduce the rate of interest on any Bond or extend the time of payment thereof or
reduce the amount of principal of any Bond or extend the Bond Payment Date thereof without the prior written consent
of the Owner of the Bond so affected, or (2) reduce the percentage of Owners whose consent is required for the execution
of certain amendments of the Trust Agreement or supplements thereto, or (3) modify any of the rights or obhgataons of
t.he Trustee without its prior written consent thereto.

The Trust Agreement and the rights and obligations of the City and the Authority and the Owners and. the Trustee
may also be amended or supplemented at any time by an amendment of the Trust Agreement or supplement thereto which




shall become binding upon execution without the written consents of any Owners, but only to the extent permitted by law
and after receipt of an approving Opinion of Counsel and only for any one or more of the following purposes --

(a) o add to the agreements, conditions, covenants and terms contained in the Trust Agreement required to be
observed or performed by the ‘City or the Authority other agreements, conditions, covenants and terms thereafter to
be observed or performed by the City or the Authority, or to surrender any right reserved in the Trust Agreement to
or conferred therein on the City or the Authority, and which in etther case shall not materially adversely affect the
interests of the Owners;

(b) to make such pmmons for.the purpose of curing any ambiguity or of correcting, curing or supplementing
any defective provision contained in the Trast Agreement or in regard to questions arising thereunder which the City
or the Authority may deem desirable or necessary, and which shail not materially adversely affect the interests of the
Owners; : : .

(c) to modify, amend or supplement the Trust Agreement or any agreement supplemental thereto in such manner
as 10 permit the qualification of the Trust Agreement or any agreement supplemental thereto under the Trust Indenture
Act of 1939 or any similar federal statute in effect or to permit the qualification of the Bonds for sale under the
securities laws of the United States of Amexica or of any of the states of the United States of America, and, if they
so determine, to add to the Trust Agreement or any agreement supplemental thereto such other terms, conditions and
provisions as may be permitted by said Trust Indenture Act of 1939 or similar federal statute; or :

(d) to make any modifications or changes necessafy or appropriate in the Opinion of Counsel to preserve or
protect the exclusion from gross income for federal income tax pusposes of interest on the Bonds.

Any provision of the Trust Agreement expressly recognizing or granting rights in or to the Bond Insurer may not be
amended in any manner which affects the rights of the Bond Insurer without the prior written consent of the Bond Insurer.

- Unless otherwise provided, the Bond Insurer’s consent shall be required in addition to Owner consent, when required,
for the following purposes: (i) execution and delivery of any supplemental Trust Agreement relating to the Series 1993 A
Bonds or any amendment, supplement or change to or modification of the Facilities Lease (Series 1993 A), (ii) removal
of the Trustee and selection and appointment of any successor trustee and (iii) initiation or approval of any other action
relating to the Series 1993 A Bonds which requires Owner consent,

In the event of any reorganization or ﬁquidaﬁon, the Bond Insurer shall have the right to vote on behalf of all Owners
who hold Bond Insurer insured bonds absent a default by the Bond Insurer uhder the Municipal Bond Insurance Policy
insuring the Series 1993 A Bonds.

Discharge of Bonds and Trust Agreement

(a) If the Trustee shall pay or cause to be paid or there shall otherwise be paid to the Owners of all Outstanding
Bonds of either Series the interest thereon and principal thereof at the times and in the manner provided in the Trust
Agreement and such Bonds, then such Owners shall cease to be entitled to the pledge of and lien on the Base Rental
Payments as provided in the Trust Agreement, and all agreements and covenanis of the City and the Authority to such
Owners thereunder shall thereupon cease, terminate and become void and shall be discharged and satisfied.

(b) Any Outstanding Bonds of either Series shall at maturity or upon redemption be deemed to have been paid within
the meaning of and with the effect expressed in subsection (a) of this section if there shall be on deposit with the Trustee
money which is sufficient to pay the interest on and principal of such Bonds payable on and prior to their maturity or
their dates of redemption prior thereto. , : _ '

(¢) Any Outstanding Bonds of either Series shall prior to their maturity or their dates of redemption prior thereto
be deemed to have been paid within the meaning of and with the effect expressed in subsection (a) of this section if {1) in
case any of such Bonds are to be redeemed on' any date prior to their maturity, the City shall have given to the Trustee
in form satisfaciory 10 it irrevocable instructions to give notice by mail in accordance with the Trust Agreement to the
Owners of such Bonds of the redemption of such Bonds on such redemption dates, (2) there shall have been deposited
. with the Trustee either money in an amount which shall be sufficient or securities specified in the Trust Agreement which
are not subject to redemption except by the holder thereof prior to maturity (including any such securities issued or held
in book-entry form), the interest on and principal of which when paid will provide money which, together with the money,
if any, deposited with the Trustee at the same time, shall be sufficient to pay when due the interest on such Bords on
and prior to their maturity or their dates of rédemption prior thereto, as the case may be, and the principal of such Bonds,
and (3) in the event such Bonds are not by their terms subject to redemption within the next succeeding sixty (60) days,
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the City shall have given the Trustee in form satisfactory to it irrevocable instructions to give notice by mail in accordance
with the Trust Agreement to the Owners of such Bonds that the deposxt required by clause (2) above has been made with
the Trustec and that such Bonds are deemed to have been paid in accordance with this section and stating their maturity
dates or their dates of redemption prior thereto upon which money is to be available for the payment of the interest on
and principal of such Bonds; provided, that the Owners thereof shall be entitled to the principal of, and premium and
interest on such Bonds, and the City shall remain liable for such Base Rental Payments, but only out of such money or
securities deposited with the Trustee as aforesaid for such payment.

(d) Afier the payment of the interest on and principal of all Outstanding Bonds as provided in this section and
payment of the fees and expenses of the Trustee, the Trustee shall execute and deliver to the City and the Authority all
such instruments as may be necessary or desirable 10 evidence the discharge and satisfaction of the Trust Agreement, and
the Trustee shall pay over or deliver (o the City all money or deposits or investments held by it pursuant to the Trust
Agreement which are not required for the payment of the interest on and principal of such Bonds.

In the event that the principal or interest due on the Series 1993 A Bonds shall be paid by the Bond Insurer pursuant
to the Municipal Bond Insurance Policy, the Series 1993 A Bonds shall remain Outstandmg for all purposes, not be
defeased or otherwise satisfied and not be considered paid by the Authority, and the assignment and pledge and all
covenants, agreements and other obligations of the Authority to the registered Owners shall continue to exist and shall
run to the benefit of the Bond Insurer, and the Bond Insurer shall be subrogated to the rights of such registered Owners.

THE ACQUISITION AGREEMENT _
Acquisition of Facilities and Demised Premises; Substitution or Release of Facilities and Demised Premises

The City will sell and convey to the Authority the Facilities and the Demised Premises and the Authority agrees to
purchase and acquire from the City all the right, title and interest of the City in and to the Facilities and the Demised
Premises.

The City reserves the right at any time to substitute a public facility or facilities and real propcrty owned by the City
for all or any poriion of the public facilities and real property described in the Acquisition Agreement, provided that;

(a) the City obtains the consent of the Authority and any municipal bond rating agency that has rated the Bonds
issued pursuant to the Trust Agreement and any municipal bond insurance company that has insured all or part of the
Bonds allocable to the related Facilities Lease; and

() the City certifies that the substituted public facility or facilities and real property has the same or greater fair
market value than the remaining outstanding principal amount of the Bonds allocable to either Facilities Lease and that
the Base Rental Payments being made by the City pursuant to such Facilities Lease will be sufficient to pay debt service
on such Bonds; and

{c) the City certifies o the Trustee that the substituted public faclhty or facilities and real property has similar or
greater essentiality of use and the equivalent or greater useful life as the prior public facility or facilities and real property;
and

(d} the City obtains or causes to be obtained a title insurance pohcy with endorsement so as to be payable to the
Trustee for the use and benefit of the trust estate. Such policy shall be in form satisfactory to the Trustee, shall be in
the amount equal to the principal component of Base Rental Payments atributable o the substituted facility or . facilities
and real property and shall insure fee simple title in the Authority to the substituted real property; and

(¢) the City provides the Authority and the Trustee with an opinion of counsel that such substitution does not canse,
in and of itself, the interest on the Bonds allocable to the related Facilities Lease to be included in gross income for
federal income tax purposes.

The City reserves the right at any time to release any portion of the public Facilities and real property described in
either Facilities Lease, provided that:

(a) the City obtains the consent of the Authority, any municipal bond rating agency that has rated the Bonds allocabie
to the related Facilities Lease and any municipal bond insurance company that has insured all or part of the Bonds
allocable to the related Facilities Lease; and




(b) the City certifies that the remaining public facility or facilities and real property has the same or greater fair
market value than the remaining outstanding principal amount of the Bonds allocable to such Facilities Lease and that the
Base Rental Payments being made by the City pursuant to such Facilities Lease will be sufficient to pay debt service on
such Bonds; and _ _ .

(c) the City certifies to the Trustee that the remaining public facility or facilities and real property has substantially
the same essentiality of use and useful life at least as long as the term of such Bonds.

Upon such substitution or release of any real property and improvements thereon for all or a portion of the real

property, the City, the Authority and the Trustee shall execute and record with the Office of the County Recorder, County
of Sacramento, Califomia, any document necessary 1o reconvey to the City any real property and improvements thereon
and to include any substimied real property and improvements thereon as all or a portion of the Demised Premises and
Facilities.

Acquisition Price

In consideration of the acquisition by the Authority of the City’s right, title and interest in the Facilities and the
Demised Premises pursuant to the Acquisition Agreement, the Authority agrees to pay to the City a sum which the parties
agree represents the fair market value of the Facilities and the Demised Premises and which approximates the value thereof
as determined pursuant to that certain certificate of the City. The parties agree that said amount constitutes fair and
adequate consideration for the interests of the City in the Facilities and the Demised Premises. Said acquisition price shall
be paid by the Authority to the City on the date of execution and delivery of the Facilities Leases and the Bonds, and
shall be paid from the proceeds of sale of the Bonds., The Authority shall not be obligated to pay such purchase price
other than from the proceeds of the sale of the Bonds.

Use of Proceeds

The parties agree that the acquisition by the Authority of the City’s right, title and interest in the Facilities and the
Demised Premises serves the public purposes of the City and the Authority by enabling the Authority to acquire the
Facilities and the Demised Premises and by providing funds to enable the City to finance capital projects of the City.
The City agrees 10 use the proceeds of the sale of the Facilities and the Demised Premises solely for the purpose of
refinancing the costs of capital projects as more fully set forth in the Trust Agreement,

Use of Facilities

The Authority covenants and agrees that it shall lcase the Facilities and the Demised Premises to the City pursuant
to the Facilities Leases and shall assign the Facilities Leases to the Trustee. The Authority further agrees to use the
proceeds from the sale of the Bonds in the manner stipulated in the Trust Agreement.

THE FACILITIES LEASES
Term

The term of the Facilities Leases will commence on Aungust 1, 1993 or the date of recordation of the Facilities Leases,
whichever is earlier, and shall end on November 1, 2020, unless such term is extended or sconer terminated as hercinafter
described. If on November 1, 2020, the principal components and the interest components of the Base Rental Payments
under either Facilities Lease shall not have been paid, or provision therefor made, for any reason, including, without
limitation, because the rental payable under such Facilities Lease shall have been abated at any time and for any reason,
then the term of such Facilities Lease shall be extended until 10 days after all the principal components and the interest
components of the Base Rental Payments under such Facilities Lease have been paid, or provision therefor made and no
Bonds allocable to such Facilities Lease remain Qutstanding, but in no event beyond the date specified in snch Facilities
Lease. If prior to November 1, 2020, the principal components and the interest components of the Base Rental Payments
under either Facilitics Lease shall have been paid, or provision therefor made in accordance with the Trust Agreement,
the term of such Facilities Lease shall end as to the Facilities leased thereunder; provided that the obligation of the City
10 make Base Rental Payments, but solely from such provision, in accordance with the Trust Agreement, shall continue
until such Base Rental Payments are paid.

-B-12-




Rental Payments

Base Rental. Subject to abatement and prepayment, the Clty shall pay to the Authority, without deduction or offset
of any kind, as Base Rental in annual rental payments with interest and principal components, the interest components
being due semlannually on the Interest Payment Dates and the principal components being due annually on the Principal
Payment Dates in accordance with the Base Rental Payment Schedule set forth in the Facilities Leases. Each Base Rental
Payment shall be payable on and shall be required to be deposited with the Trustee on the second Business Day -
immediately preceding its due date. Each aggregate annual payment of Base Rental shall be for the use of the Facilities
for the twelve-month period endmg on the day immediately preceding the November 1 on which the principal component
of such annual Base Rental is due, except for the initial payment of Base Rental due under the Facilities Leases which
shall be for the use of the Facilities from the carlier of the date of recordation thereof or August 1, 1993 through
November 1, 1993,

" Additional Rental. The City shall pay to the Authority as Additional Rental such amounts in each year as shall be
required by the Authority for the payment in full of all costs and expenses incurred by the Autherity in connection with
the execution, performance or enforcement of the Facilities Leases or any assignment thereof, of the Trust Agreement,
of the ownership of the Facilities and the lease of the Facilities to the City, including but not limited to payment of all
fees, costs and expenses and all administrative costs of the Auathority in connection with the Demised Premises, the
Acquisition Agreement, the Facilities, the Facilities Leases and the Trust Agreement and all taxes, assessments and
governmental charges of any nature whatsoever levied or imposed by any governmenial authority against the Demised
Premises, the Facilities or the rentals and the other payments required t0 be made by the City under the Facilities Leases.
The City consents to and agrees to pay, as Additional Rental, directly (o the Trustee, within 30 days of a receipt of a bill
therefore, the fees and expenses of the Trustee payable under the Trust Agreement,

Fair Rental Value

Each payment of Base Rental and Additional Rental for each rental period during the term of the Facilities Leases
shall constitute the total rental for such rental period, and shall be paid by the City on or before the due dates thereof
for and in consideration of the right to the use and occupancy, and the continued quiet enjoyment, of the Facilities during
the rental period for which such rental is paid. The parties to the Facilities Leases have agreed and determined that such
rental represents the fair rental value of the Facilities.

Covenant to Appropriate

The City agrees and covenants to take such action as may be necessary to include ali such Base Rental and Additional
Rental Payments due under the Facilities Leases in its annual budgets and to make the necessary annual appropriations
for all such rental payments.

- Abatement

Except to the extent of amounts held in the Reserve Fund or otherwise available to the City for payments under the
Facilities Leases, during any period in which, by reason of material damage or destruction (other than by condemnation)
there is substantial interference with the use and possession of any portion of the Facilities, any such interference -shall
first be allocated to that portion of the Facilitics usable that was not financed with the proceeds of the obligations being
refinanced with the proceeds of the Bonds, and thereafter rental payments due thereunder with respect to each portion of
the Facilities financed with the proceeds of the obligations being refinanced with the proceeds of the Bonds shall be abated
proportionately by the fractional amount that the cost of the portion of the Facilities financed with the proceeds of the
obligations being refinanced with the proceeds of the Bonds so damaged or destroyed bears to the entire cost of the
Facilities financed with the proceeds of the obligations being refinanced with the proceeds of the Bonds, as calculated by
the City and set forth in writing o the Authority and the Trustee; and the City waives the benefits of Civil Code Sections
1932(2) and 1933(4) and any and all other rights to terminate either of the Facilitics Leases by virtue of any such
interference and the Facilities Leases shall continue in full force and effect. Such abatement shall continue for the period
commencing with the date of such damage or destruction and ending with the substantial completion of the work of repair
or replacement of the portions of the Facilities financed with the proceeds of the obligations bemg refinanced with the
proceeds of the Bonds so damaged or destroyed.

Maintenance and Utilities

During the term of the Facilities Leases, all maintenance, both ordinary and extraordinary, of the Facilities shall be
the sole responsibility of the City, which shall at all times maintain or otherwise arrange for the maintenance of the
Facilities for the purposes intended, and the City shall pay for or otherwise amrange for the payment of all atility services




supplied to the Facilities. The Authority agrees only to provide the Facilities to the City as provided in the Facilities
Leases. The City agrees to operate, maintain and preserve, or cause be operated, maintained and preserved, the
Facilities in good repair and working order and will operate, or cause the Facilities to be operated, in an efficient and
economical manner. The City covenants to improve the Facilities to the extent necessary to comply w1th building or
safety codes governing the Famhtl&s '

Option to Purchase

The City has the option to purchase the Authority’s interest in the Facilities or any part of the Facilities, upon
payment of an option price in an amount sufficient to provide funds to pay the aggregate amount for the entire remaining
term of either Facilities Lease of the total rent under such Facilities Lease, consisting of principal, in integral multiples
of $5,000, and interest on such principal to the applicable prepayment date. Any such payment shall be made (o the
Trusiee and shall be applied by the Trustee to pay the interest on and principal of the Bonds allocable to such Facilities
Lease.  Upon the making of such payment to the Trustee, {a) the interest and principal components of each annual
installment of Base Rental thereafter payable under such Facilities Lease shall be reduced by the amount thereof
attributable to such part of the Facilities; provided, however, that in no event shail the Base Rental Payments be reduced
below the amount required to pay the principal of and interest on any Outstanding Bonds allocable to such Facilities
Lease, (b} provisions regarding abatement shall not thereafter be applicable to such part of the Facilities, (¢) the insirance
required by such Facilities Lease need not be maintained as to such part of the Facilities, and (d) title to such part of the
Facilities including the portion of the Demised Premises upon which such part of the Facilities is located shall vest in the
City and the term of such Facilities Lease shall end as to such portion of the Facilities,

Eminent Domain

If all of the Facilities (or portions thereof such that the remainder is not usable for public purposes by the City) leased
under either of the Facilities Lease shall be taken under the power of eminent domain, the term of such Facilities Lease
shall cease as of the day that possession shall be so taken, If less than the entire Facilities shall be taken under the power
of eminent domain and the remainder is usable for public purposes by the City at the time of such taking, then such
Facilities Lease shall continue in full force and effect as to. such remainder, and the parties waive the benefits of any law
to the contrary, and in such event there shall be a partial abatement of the Base Rental due in an amount equivalent to
that proportion of the Base Rental which the fair market value of the portion taken bears to the fair market value of the
Facilities as a whole. So long as any of the principal components of the Base Rental remain unpaid, any award made
in eminent domain proceedings for taking the Facilities or any portion thereof shall be applied to the prepayment of the
principal components of Base Rental Payments and any remaining balance of any such award shall be applied to the
making of Additional Rental Payments. Any such award made after all of the Base Rental and Additional Rental
Payments have becn fully paid, or provision therefor made, and on the first date upon which Bonds are no longer
Outstanding, shall be paid to the City. .

Insurance

Liability Insurance. Except as described below, the City shall procure or cause to be procured and maintain or cause
to be maintained, throughout the- term of the Facilities Leases, a standard comprehensive general liability insurance policy
or policies in protection of the City, the Authority and its members, directors, officers, agents and employees and the
Trustee, indemnifying said parties against all direct or contingent loss or liability for damages for personal injury, death
or property damage occasioned by reason of the operation of the Facilities, with minimum liability limits of $1,000,000
for personal injury or death of each person and $3,000,000 for personal injury or deaths of two or more persons in each
accident or event, and in a minimum amount of $200,000 for damage to property resulting from each accident or event.
Such public hablhty and property damage insurance may, however, be in the form of a single limit pohcy in the amount
of $3,000,000 covering all such risks. Such liability insurance may be maintained as part of or in conjunction with any
other liability insurance carried by the City.

As an alternative to providing the insurance required by the first paragraph above, or any portion thereof, the City,
with the -written consent of the Authority, may provide a self insurance method or plan of protection if and to the extent
such self insurance method or plan of protection shall afford reasonable protectlon to the Authority, its members, directors,
officers, agents and employees and the Trustee, in light of all circumstances, giving consideration to cost, availability and

similar plans or methods of piotection adopted by cities in the State of California other than the City. In the event of
loss covered by any such self insurance method, the liability of the City hereunder shall be limited to the amounts in the

self insurance reserve fund or funds created under such method.

Casualty Insurance. The City shall procure or camse to be procured, and maintain or cause to be maintained,
throughout the term of the Facilities Leases, insurance against loss or damage to any structure constituting any part of the

-B-14-




Facilities by fire and lightning, with extended coverage and vandalism and malicious mischief insurance. Said extended
- coverage insurance shall, as nearly as practicable, cover loss or damage by explosion, windstorm, riot, aircraft, vehicle
damage, smoke and such other hazards as are normally covered by such insurance. Such insurance shall be in an amount
equal to one hundred percent (100%) of the replacement cost (without deduction for depreciation) of all structures
constituting any part of the Facilities, or the aggregate coverage of all such policies on the Facilities shall at least equal
the principal component of the Base Rental Payments then remaining unpaid, whichever is greater (except that such
insurance may be subject to deductible clauses of not to exceed $5,000, or, in the alternative, shall be in an amount and
in a form sufficient (together with money in the Reserve Fund on the date of acquisition of such policy), in the event of
total or partial loss, to enable all Bonds then Outstanding to beé prepaid). Such insurance may be maintained as part of
or in conjunctior with any other fire and extended coverage insurance carried or required to be carried by the City. The
City may participate in a joint powers agency, with the consent of the Bond. Insurer, providing insurance or other pooled
insurance program provided by state statte to provide separately funded and maintained insurance. '

As an altemnative to providing. the insurance required by the first paragraph of this section for up to the first
$1,000,000 of coverage, the City, with the written consent of the Authority (and, under the Facilities Lease (Series
1993 ‘A), the Bond Insurer), may provide a seif insurance (under the Facilities Lease (Series 1993 A), an alternative
insurance) method or plan of protection if and to the extent such self or alternative insurance method or plan of protection
shall afford reasonable coverage for the risks required to be insured against, in light of all circumstances, giving
consideration to cost, availability and similar plans or methods of protection adopted by cities in the State of California
other than the City. In the event of loss covered by any such self or aiternative insurance method, the liability of the
City under the Facilities Leases shall be limited to the amounts in the self or alternative insurance reserve fund or funds
created under such method, : -

Use and Occupancy Insurance. The City shall procure or cause to be procured, and maintain or cause to be
maintained, throughout the term of the Facilities Leases, from and after the date of recordation thereof, rental interruption
or use and occupancy insurance to cover loss, total or partial, of the use of any structures constituting any- part of the
Facilities -leased under either Facilities Lease as the result of any of the hazards covered by the casualty insurance
deséribed above, in an amount sufficient to pay the total rent under such Facilities Lease for a period of at least 12
months.. The net proceeds of such insurance shall be applied to Base Rental Paymenis and Additional Rental Payments
under such Facilities Lease. : '

Title Insurance. With respect to the Series 1993 B Bonds except for the Demised Premises, and with respect to the
Series 1993 A Bonds, the City will obtain or cause to be obtained at the time of the delivery of the Bonds a CLTA ditle
insurance policy with endorsement so as to be payable to the Trustee for the use and benefit of a portion of the trust
estate,. Such policy shall be in a form satisfactory to the Trustee, shall be in an amount equal to the aggregate amount
of the Bonds QOuistanding and -shall insure title in the Aunthority 1o a portion of the fee simple estate created by the grant
deed or any subsequent grant deed, as the case may be, delivered pursuant 1o the Acquisition Agreement. All proceeds
received by the Trustee under said policy shall be applied and disbursed by the Trustee in the same order and priority
and for the same purposes as are provided in the Facilities Leases.

Consent of Bond Insurer

Any provision of the Facilities Lease (Series 1993 A) expressly recognizing or granting rights in or to the Bond
Insurer may not be amended in any manner which affects the rights of the Bond Insurer without the prior writien consent
of the Bond Insurer. In the event of any reorganization or liquidation, the Bond Insurer shall have the right to vote on
behalf of all Owners who hold Bond Insurer insured bonds absent a default by the Bond Insurer under the Municipal Bond
Insurance Policy insuring the Series 1993 A Bonds.

Breach and Remedies

. .Breach. (a) If default shall be made by the City in the payment of Base Rental or Additional Rental under either
Facilities Lease when the same is due and payable and required to be deposited with the Trustee, time being expressly
declared to be of the essence, or the City shall fail in the observance or performance of any other agreement, condition,
covenant or term contained in either Facilities Lease required to be observed or performed by it for a period of 30 days
after notice of the same has been given o the City by the Authority or the Trustee or for such additional time as is
reasonably required, in the sole discretion of the Trustee to correct the same, or upon the happening of any of the events
specified in (b) below (in each case an “Event of Default”), then the Authority may exercise any and ail remedies
avaitable or granted to it pursuant to law or under the Facilities Leases.

Upon the breach of any agreement, condition, covenant or term coniained in either Facilities Lease that is required
to be observed or performed by the City, the Authority may exercise any and all rights of entry upon or possession of
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the Facilities leased thereunder, and also, at its option, with or without such entry, may terminate such Facilities Lease;
provided, that no termination shall be effected either by operation of law or acts of the parties except upon express written
notice from the Authority to the City terminating such Facilities Lease, as provided below. In the case of an Event of
Default and notwithstanding any entry by the Authority, the Authority may at any time thereafter (with or without notice
and demand and without limiting any other rights or remedies the Authority may have):

(1) To terminate such Facilities Lease in the manner described therein on account of default by the City,
notwithstanding any re-entry or re-letting of the Facilities leased thereunder, and to re-enter the Facilities and remove
all persons in possession thereof and all personal property whatsoever sitnated upon the Facilities and place such
personal property in storage in any warehouse or other suitable place within the City. In the event of such
termination, the City agrees to immediately surrender possession of the Facilitics, without let or hindrance, and 10 pay
the Authority all damages recoverable at law that the Authority may incur by reason of default by the City, including,
without limitation, any costs, loss or damage whatsoever arising out of, in connection with, or incident to any such
re-eniry upon the Facilities and removal and storage of such property by the Authority or its duly authorized agents
in accordance with the provisions of such Facilities Lease. Neither notice to pay rent or to deliver up possession of
the Facilities given pursuant to law nor any entry or re-entry by the Authority nor any proceeding in unlawful
detainer, or otherwise, brought by the Authority for the purpose of effecting such re-entry or obtaining possession of
the Facilities nor the appointment of a receiver upon initiative of the Authority to protect the Authority’s interest under
such Facilities Lease shall of itself operate to terminate such Facilities Lease, and no termination of such Facilities
Lease on account of default by the City shall be or become effective by operation of law or acts of the parties, or
otherwise, unless and until the Authority shall have given written notice to the City of the election on the part of the
Authority 10 terminate such Facilities Lease. The City covenants and agrees that no surrender of the Facilities or of
the remainder of the term or any termination of such Facilities Lease shall be valid in any manner or for any purpose
whatsoever unless stated or accepted by the Authority by such written notice. .

(2) Without terminating such Facilities Lease, (i) to collect each installment of rent as it becomes due and
enforce any other term or provision of such Facilities Lease (o be kept or performed by the City or (i) to exercise
any and all rights of entry and re-entry upon the Facilities and 1o re-let the Facilities on any terms at the Authority’s
discretion, In the event the Authority does not elect to terminate such Facilities Lease, the City shall remain lable
and agrees to keep or perform all covenants and conditions contained in such Facilities Lease to be kept or performed
by the City, and, if the Facilities are not re-let, to pay the full amount of the rent to the end of the term of such
Facilities Lease or, in the event that the Facilities are re-let, to pay any deficiency in rent that results therefrom; and
further agrees to pay said rent and/or rent deficiency punctually at the same time and in the same manner as provided
above for the payment of rent under such Facilities Lease, notwithstanding the fact that the Authority may have
received in previous years or may receive thereafter in subsequent years. rental in excess of the rental specified in such
Facilities Lease, and notwithstanding any entry or re-entry by the Authority or suit in unlawful detainer, or otherwise,
brought by the Authority for the purpose of effecting such re-entry or obtaining possession of the Facilities. Should
the Authority elect o re-enter as provided in such Facilities Lease, the City irrevocably appoints the Authority as the
agent and attorney-in-fact of the City to re-let the Facilities, or any part thereof, from time to time, either in the
Authority’s name or otherwise, upon such terms and conditions and for such use and period as the Authority may
deem advisable and to remove all persons in possession thereof and all personal property whatsoever sitwated upon
the Facilities and 1o place such personal property in storage in any warehouse or other suitable place in the City of
Sacramento, for the account of and at the expense of the City. :

The City waives any and all claims for damages caused or which may be caused by the Authority in re-entering
and taking possession of the Facilities as provided in such Facilities Lease and all claims for damages that may result
from the destruction of or injury to the Facilities and all claims for damages to or loss of any propetty belonging to
the City, or any other person, that may be in or upon the Facilities.

. Each and all of the remedies given to the Authority under the Facilities Leases or by any law and the single or partial
exercise of any right, power or privilege under the Facilities Leases shall not impair the right of the Authority to other
or further exercise thereof or the exercise of any or all other rights, powers or privileges. The term “re-let” or “re-letting”
as used in this section shall include, but not be limited to, re-letting by means of the operation or other utilization by the
Authority of the Facilities. If any statte or rule of law validly shall limit the remedies given to the Authority, the
Authority nevertheless shall be entitled to whatever remedies are allowable under any statute or rule of law.

(b) In addition to any default resniting from breach by the City of any agreement, condition, covenant or term of
either Facilities Lease, if (1) the City’s interest in such Facilities Lease or any. part thereof be assigned, sublet or
transferred without the written consent of the Authority, either voluntarily or by operation of law; or (2) the City or any
assignee shall file any petition or institute any proceedings under any act or acts, state or federal, dealing with or relating
to the subject of bankruptcy or insolvency or under any amendment of such act or acts, either as a bankrupt or as an




insolvent or as a debtor or in any similar capacity, wherein or whereby the City asks or secks or prays [0 be adjudicated
a bankrupt, or is to be discharged from any or all of its debts or obligations, or offers to its creditors to effect a
composition or extension of time to pay its debts, or asks, seeks or prays for a reorganization or to effect a plan of
reorganization or for a readjustment of its debts or for any other similar relief, or if the City shall make a general or any
assignment for the benefit of its creditors; or (3) the City shall abandon or vacate the Facilities or any part thereof; then
in each and every such case the City shall be deemed to be in default under such Facilities Lease.

Covenants

Right of Entry and Inspection. The Authority shall have the right to enter the Facilities during reasonable business
hours (and in emergencies at all times) for any purpose connected with the Authority’s rights or obligations thereunder
and for all other lawful purposes. B .

Prohibition Against Encumbrance or Sale of Facilities. Neither the Authority nor the City shall create or suffer
be created any mortgage, pledge, lien, charge or encumbrance upon the Facilities, including the Demised Premises, or any
part thereof, or upon any real or personal property essential to the operation of the Facilities, except for Permitied
Encumbrances and except as provided in the Trust Agreement. Neither the Authority nor the City shall sell or otherwise
dispose of the Facilities except as otherwise provided in the Facilities Leascs.

Liens. In the event the City shall at any time during the term of the Facilitics Leases cause any improvements o
the Facilities to be constructed or materials to be supplied in or upon or attached to the Facilities, the Ciry shall pay or
cause to be paid when due all sums of money that may become due or purporting (o be due for any labor, services,
materials, supplies or equipment furnished or alleged to have been furnished to or for the City in, upon, about or relating
to the Facilities and shall keep the Facilities free of any and all liens against any portion of the Facilities or the
Authority’s interest therein, except for Permitted Encumbrances. In the event any such lien attaches to or is filed against
any portion of the Facilities or the Authority’s interest therein, the City shall cause cach such lien to be fully discharged
and released at the time the performance of any obligation secured by any such lien matures or becomes due, except that
if the City desires to contest any such lien it may do so. If any such lien shall be redoced to final judgment and such
judgment or any process as may be issued for the enforcement thereof is not promptly stayed, or if so stayed and such
stay thereafter expires, the City shall forthwith pay or cause to be paid and discharged such judgment,

Quiet Enjoyment. The parties mutually covenant that the City, so long as it observes and performs the agreements,
conditions, covenants and terms required to be observed or performed by it contained in the Facilitics Leases and is not
in default thereunder, shall at all times during the term thereof peaceably and quietly have, hold and enjoy the Facilities,
including the Demised Premises, without suit, trouble or hindrance from the Authority.

covenants, conditions and requirements in the Facilities Leases. The City shall not suffer or permit any default to occur
under the Facilities Leases, nor do or permit to be done in, upon or about the Facilities or any part thereof, anything that
might in any way impair the obligation of the City to make rental payments under the Facilities Leases. The City shall
not do or permit anything to be done, or omit or refrain from doing anything, in any case where any such act don¢ or
permitted to be done, or any such omission of or refraining from action, would or might be a ground for cancellation ar
termination of the Facilities Leases.

Title to Facilities

Title to the Facilities, including the Demised Premises described in the Facilities Leases, shall remain in the Authority
during the term of the Facilitics Leases. Title to all moveable property that is not pari of the Facilities placed in or about
the Facilities by the City shall remain in the City. The City shall take all necessary actions to execute and deliver or
cause to be executed and delivered all such other and further instruments, documents and assurances as may be necessary
or reasonably required in order o further and more fully vest in the Authority the title to the Facilities.

Upon the termination or expiration of either of the Facilities Leases, title to the Facilities, including the portion of
the Demised Premises described in such Facilities Lease, shall vest in the City.

I Compliance with Facilities Leases. 'The City and the Authority agree to faithfully observe and perform their respective
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| APPENDIX C
Proposed Form of Opinion of Co-Bond Counsel
September 9, 1993

Sacramento City Financing Authority -
Sacramento, California

Sacramento City Financing Authority
‘Lease Revenue Refunding Bonds
Series 1993 A and Series 1993 B

(Final Opinion)

Ladies and Gentlemen:

We have acted as co-bond counsel in connection with the issuance by the Sacramento City Financing Authority (the
“Authority™) of $225,905,000 aggregate principal amount of Sacramento City Financing Authority Lease Revenue
Refunding Bonds, consisting of $130,425,000 aggregate principal amount of Series 1993 A Bonds and $95.480,000
aggregate principal amount of Series 1993 B Bonds (collectively, the “Bonds™) issved pursuant to Amticle 4 of Chapter
5 of Division 7 of Title 1 of the Government. Code and a trust agreement, dated as of August 1, 1993 (the “Trust
Agreement™), between the Authority and First Interstate Bank of California, as tmstee (the “Trstee™). Capitalized terms
not otherwise defined herein shall have the meanings ascribed thereto in the Trust Agreement. -

In such connection, we have reviewed two facilities leases, each dated as of Angust 1, 1993 (the “Leases”), between
the City of Sacramento (the “City™), as lessee, and the Authority, as lessor, an acquisition agreement, dated as of
Augnst 1, 1993 (the “Acquisition Agreement”), between the Authority and the City, the Trust Agreement, a tax certificate
of the Authority, dated as of the daie hercof (the “Tax Certificate™), opinions of counsel to the Authonty. the City and
the Trustee, certificates of the Authority, the City, the Trustee, and others, and such other documents, opinions and matters
to the extent we deemed necessary to render the opinions set forth herein.”

Certain agreements, requirements and procedures contained or referred to in the Trust Agreement, the Leases, the
Acquisition Agreement, the Tax Certificate and other relevant documents may be changed and certain actions (including,
without limitation, defeasance of the Bonds) may be taken or omitted under the circumstances and subject to the terms
and conditions set forth in such documents. No opinion is expressed herein as to any Bond or the inierest thereon if any
such change occurs or action is taken or omitted upon the advice or approval of counsel other than ourselves.

The opinions expressed herein are based on an analysis of existing laws, regulations, rlings and court decisions and
cover certain matters not directly addressed by such authorities. Such opinions may be affected by actions taken or
omitied or events occurring after the date hereof. We have not undertaken to determine, or to inform any person, whether
any such actions are taken or omitied or events do occur. Qur engagement with respect to the Bonds has concluded, and
we disclaim any obligation to update this letter, We have assumed the genuineness of all documents and signatures
presented to us (whether as originals or as copies) and the due and legal execution and delivery thereof by, and validity
against, any parties other than the Authority and the City. We have not undertaken to verify independently, and have
assumed, the accuracy of the factual matters represented, warranted or certified in the documents, and of the legal
conclusions contained in the opinions, referred to in the second paragraph hereof. Furthermore, we have assumed
compliance with all covenanis and agrecments contained in the Leases, the Acquisition Agreement, the Trust Agreement
and the Tax Certificate, including (without limitation) covenants and agreements compliance with which is necessary to
assure that future actions, omissions or events will not cause interest on the Bonds to be included in gross income for
federal income tax purposes.

In addition, we call attention to the fact that the rights and obligations under the Bonds, the Leases, the Acquisition
Agreement, the Trust Agreement and the Tax Certificate are subject to bankruptcy, insolvency, reorganization, arrangement,
fraudulent conveyance, moratorium and other laws relating to or affecting creditors® rights, to the application of equitable
principles, to the exercise of judicial discretion in appropriate cases, and (o the limitations on legal remedies against joint
powers agencies and cities in the Staie of California. We express no opinion with respect t0 any indemnification,
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contribution, choice of law, choice of forum or waiver provisions contained in the foregoing documents nor do we express
any opinion with respect to the state or quality of title to any of the real or personal property described in or subject to
the lien of the Acquisition Agreement, the Leases or the Trust Agreement or the accuracy or sufficiency of the description
of any such property contained therein. Finally, we undertake no responsibility for the accuracy, completeness or fairness
of the Official Statement or other offering material relating to the Bonds and express no opinion with respect thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the following opinions:
1. The Bonds constitute the valid and binding limited obligations of the Authority.

2. The Trust Agreement has been duly executed and delivered by the Authority. and, assuming due
authorization, execution and delivery by the Trustee, constitutes a valid and binding obligation of the Authority.
The Trust Agreement creates a valid pledge, to secure the payment of the principal of and interest on the Bonds,
of the Base Rental Payments and any other amounts (including proceeds of the sale of the Bonds) held by the
Trustee in any of the funds and accounts established pursuant to the Trust Agreement, except the Rebate Fund,
subject to the provisions of the Trust Agreement permitting the application thereof for the purposes and on the
terms and conditions set forth in the Trust Agreement.

3. The Leases and the Acquisition Agreement have been duly executed and delivered and constitute valid
and binding obligations of the City and the Authority.

4, The Bonds are not a debt, liability or cbligation of the City or of any of the public agencies which are
parties to the joint powers agreement creating the Authority. Neither the faith and credit nor taxing powers of
the City, the State of California or any political subdivision thereof is pledged to the payment of the principal
of, or redemption premium, if any, or interest on, the Bonds.

5. Imterest on the Bonds is excleded from gross income for federal income tax purposes under Section 103
of the Internal Revense Code of 1986 and is exempt from State of California personal income taxes. Interest
on the Bonds is not a specific preference item for purposes of the federal individual or corporate alternative

" minimum taxes, although we observe that it is included in adjusted current eamings when calculating corporate
alternative minimurn taxable income. We express no opinion regarding other tax consequences related to the
ownership or dlsposm(m of, or the accrual or receipt of interest on, the Bonds.

Faithfully yours, Very truly yours,
ORRICK, HERRINGTON & SUTCLIFFE ‘OCHOA & SILLAS
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Specimen Municipal Bond Insurance Policy
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m AMBAC [ndemnicty Corporation
. - . cfo CT Corporation Systems
Munl(:lpa]‘ BOﬂd Insurance PO]'ICY 4 East Mifflin Sc., Madison, Wisconsin 53703
Adminiscrarive Office:
One State Streer Plaza, New York, NY 10004
Telephone: (212) 668-0340

Policy Number:

Premium:

AMBAC Indemniry Corporation {AMBAC) A Wisconsin Stock Insurance Company

in consideration of the pavment of the premium and subject to che terms of this Policy, hereby agrees to pay tohqUnited Srares Trust
Company of New York, as trustee, or its successor (the “Insurance Truscee™), for the benefic of BongQoldery tNgt portion of the prin-
cipal of and incerest on the above-described debr obligarions (the "Bonds™) which shall become Due fa :

reason of Nonpayment by the Issuer

AMBAC will make such payments to the Insurance Trustee within one (1) business da

principal and incerest which is then Due for Payment buc is unpaid. Upon sud
surrendered Bonds and coupons and shali be fully subrogated o all of thg Bond

In cases where the Bonds are issuable only in 2 form whereby princip \ A
Insurance Trustee shall disburse principal to a2 Bondholder as afqu®d N % and surrender to the Insurance Trustee
of the unpaid Bond, uncanceled and free of any adverse claim, ‘i L of assignment, in form satisfactery to the
Insurance Trustee, duly executed by the Bondholder or As NalY ped representarive, so as to peemit ownership of
such Bond to be registered in the name of AMBAC or it psgc P ;
is payable ro registered Bondholders or cheir assigns, frhd 2 : disburse interest to0 a Bondholder as aforesaid only
" i : bon encitled to the payment of interest on the Bond and
satisfaccory to the Insurance Trustee, duly execured by the
¢, transferring co AMBAC all rights under such Bond to teceive
kaseflade. AMBAC shall be subrogared to all the Bondholders' righes to
e disbursernencs so made.

En the event the trustee or
become Due for Paymesbmig

nonappealable ord of dgmpkrent jurisdiction, such registered owner will be entitied 1o payment from AMBAC to the extenc
of such recovery are¥pot otherwise available. '

As used herein, the

or of a coupon apperiaip 3

maturity date or 2 marflg tdemprion dare for the applicarion of a required sinking fund insra2llmenc has been reached and does not

refer to any earlier date on which payment is due by reason of cell for redemprion (ocher chan by application of required sinking fund
installments), acceleration or other advancement of maturity: and, when referring to interest on the Bonds, is when the stated date for
payment of interest has been reached. As used hercin, “Nonpayment” means che failure of the Issuer to have provided sufficient funds
to the paying agent for paymene in full of ali principal of and interesc on the Bonds which are Due for Payment.

This Policy is noncancelable. The premium on this Policy is nor refundable for any reason, including payment of the Bonds prior to
maturitg This Policy does not insure against loss of any prepayment or other acceleration payment which at any time may become due
in respect of any Bond, other than ac the sole option of AMBAC. nor against any risk other than Nonpayment.

In witness whereof, AMBAC has caused rhis Policy to be affixed with a facsimile of its corporate seal and o be signed by irs duly
authorized officers in facsimile ro become effective as irs original seal and signarures and binding upon AMBAC by virwae of the ¢ounter-
signature of irs dulv authorized represencative.

A

President

Effective Date: Authorized Representative
UNITED STATES TRUST COMPANY OF NEW YORK acknowledges that it

has agreed to perform the duties of Insurance Trustee under this Policy. %’M a‘_'_47
Form # §66-0003 (B/92) . : : Authorized Office

r




AMBAC Indemnity Corporation
cfo CT Corporation Systems

44 East Mifflin Street

Madison, Wisconsin 53703
Administrative Office:

One State Street Plaza

Endorsement New York, New York 10004

Policy issued to: atached to and forming part of

Effecuve Date of Endorsement: |

In the event that AMBAC Indemnity Corporation were to become insolvent, any claims arising under
the Policy would be excluded from coverage by the California Insurance Guaranty Association,
established pursuant to the laws of the State of California. Payments due under the Policy with respect
to the Bonds, as defined in the Policy, may notbe accelerated by the issuer of, the obligor on, or any
trustee or paying agent for, the Bonds. '

Nothing herein contained shatl be held to vary, alter, waive or extend anv of the terms, conditions, provisions, agreements or
limitations of the above mentioned Policy other than as above stated.

In Witness Whereof, the Company has caused its Corporate Seal 1o be herero affixed and these presents to be signed by its
duly authorized officers in facsimite 10 become effective as its original seal and signatures and binding on the Company by
virte of countersignature by its duly authorized agent.

L S

: -... ...' -
Presiden: l\ Sscon i g7

T aamerr® -

AMBAC Indemaity Corporation

\‘-"’

Authorized Representative

Foom # 2B-0015 (8/92)
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