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make any representations other than as contained in this Official
other information or representations must not be relied upon as
the City or the Underwriters. This Official Statement does pot
nor shall there be any sale of the 1997 Bonds
rson to make such offer, solicitation or

No dealer, broker, salesperson or
Underwriters to give any information or to
Statement and, if given or made, any such
having been authorized by the Authority,
constitute an offer to sell or the solicitation of an offer to buy,

by any person in any jurisdiction in which it is unlawful for such pe

sale.

This Official Statement is not to be construed as a contract with the purchasers of the 1997 Bonds.
ment which involve estimates, forecasts or matters of opinion, whether or

Statements contained in this Official State
not expressly so described herein, are intended solely as such and are not to be construed as representations of fact.

The information set forth herein has been furnished by the Authority and the City and other official sources
which are believed to be reliable, but is not guaranteed as to accuracy or completeness, and is not to be construed
as a representation by, the Underwriters. The information and expressions of opinion contained herein are subject
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any circumstances, create any implication that there has been no change in the affairs of the Authority or the City
since the date hereof. This Official Statement, including any supplement or amendment hereto, is intended to be
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OFFICIAL STATEMENT

$73,725,000
Sacramento City Financing Authority
1997 Lease Revenue Bonds
{(ARCO Arena Acquisition)

INTRODUCTION

This Introduction is qualified in its entirety to the more detailed information included and referred to
elsewhere in this Official Statement, and the offering of the 1997 Bonds to potential investors is made only by means
of the entire Official Statement. Capitalized terms used in this Introduction or elsewhere in this Official Statement
and not otherwise defined herein shall have the respective meanings assigned to them in "APPENDIX C -
FPROPOSED FORMS OF THE PRINCIPAL LEGAL DOCUMENTS - The Indenture -- Exhibit A-Definitions" herein.

Purpose

The purpose of this Official Statement, which includes the cover page and appendices hereto, is to set forth
certain information concerning the issuance by the Sacramento City Financing Authority (the "Authority™) of its 1997
Lease Revenue Bonds (ARCO Arena Acquisition) (the "1997 Bonds") in the aggregate principal amount of
$73,725,000. The 1997 Bonds are being issued by the Authority to finance the acquisition by the City of Sacramento
(the "City") of a sports and entertainment arena, commonly known as ARCO Arena, located on certain real property
in the City (collectively, the "Facility” or the "Arena"), and to pay costs of issuance of the 1997 Bonds. See "PLAN
OF FINANCE" and "THE ARENA" herein.

The Authority

The Authority is a joint exercise of powers agency organized under the laws of the State of California (the
"State") and composed of the City and the Redevelopment Agency of the City (the "Agency™). The Authority was
created for the purpose of facilitating the financing of public improvements and facilities within the City. The City
and the Agency are each sometimes referred to herein as a "Member” of the Authority. See "THE AUTHORITY"
herein. :

Authority for Issuance of the 1997 Bonds

The 1997 Bonds are being issued pursuant to the Marks-Roos Local Bond Pooling Act of 1985, constituting
Article 4 of Chapter 5 of Division 7 of Title 1 of the Government Code of the State (the "Bond Act”), and an
Indenture dated as of July 1, 1997 (the "Indenture") by and between the Authority and First Trust of California,
National Association, as trustee (the "Trustee"). The City and the Authority will enter into the Facility Lease (as
described below) pursuant to and in accordance with the Government Code of the State, other applicable laws of the
State and resolutions adopted by the City and the Authority prior to the issuance of the 1997 Bonds.

Security for the 1997 Bonds

The 1997 Bonds are limited obligations of the Authority, payable solely from Revenues of the Authority,
consisting primarily of Base Rental Payments to be received by the Authority from the City under a Facility Lease
dated as of July 1, 1997 (the "Facility Lease") by and between the Authority and the City. The Base Rental
Payments to be made by the City to the Authority pursuant to the Facility Lease are payable by the City from
its General Fund for the right to use and possession by the City of the Facility. The City has agreed in the
Facility Lease to make all Base Rental Payments, subject to abatement of such Base Rental Payments in the
event of material damage to or destruction of the Facility or a governmental taking of the Facility in whole
or in part. Pursuant to a Site Lease dated as of July 1, 1997 (the "Site Lease") by and between the City and the




Authority, the City will lease the site upon which the Facility is located to the Authority to be leased back by the
City, together with the Facility thereon, pursuant to the Facility Lease.

The 1997 Bonds are limited obligations of the Authority and are not secured by a legal or equitable
pledge of, or charge or lien upon, any property of the Authority or any of its income or receipts, except the
Revenues. Neither the full faith and credit of the Autherity, the City or any Member of the Authority is
pledged for the payment of the interest on or principal of the 1997 Bonds nor for the payment of Base Rental
Payments under the Facility Lease. Neither the payment of the principal of or interest on the 1997 Bonds nor
the obligation to make Base Rental Payments under the Facility Lease constitutes a debt, liability or obligation
of the Authority, the City or any Member of the Authority for which any such entity is obligated to levy or
pledge any form of taxation or for which any such entity has levied or pledged any form of taxation. The
Authority has no taxing power.

The Facility

The Facility is comprised of an 83-acre site upon which is situated a 17,300 seat indoor arena facility,
commonly known as ARCO Arena. The Arena was originally constructed in 1988. Pursuant to an Arena
Refinancing Agreement dated as of February 5, 1997 (the "Arena Refinancing Agreement") by and between the City
and the current owner of the Arena {the "Arena Owner"), the City will acquire the Facility. Pursuant to a Arena
Facility Sublease dated as of July 1, 1997 (the "Arena Facility Sublease") by and between the City and the Arena
Owner, the City will sublease the Facility to the Arena Owner. The City has assigned to the Authority a portion
of the rental payments (the "Sublease Rent") to be received by the City from the Arena Owner pursuant to the Arena
Facility Sublease to be credited towards Base Rental Payments payable by the City to the Authority under the Facility
Lease. However, the obligation of the City to make Base Rental Payments under the Facility Lease is not
contingent upon the performance by the Arena Owner, the Team Owner or any other party of their respective
obligations under the Arena Agreements and no assurance can be given that any Sublease Rent will be
available to the City for the purpose of making Base Rental Payments, See "PLAN OF FINANCE" and "THE
ARENA" herein.

Facility Insurance

Pursuant to the Facility Lease, the City is required to insure or have insured the Facility against loss or
damage to the extent set forth in the Facility Lease. In addition to fire and extended coverage insurance against loss
or damage to the Facility, the City is required pursuant to the Facility Lease to procure and maintain workers’
compensation insurance and public entity liability insurance against damages for personal injury, death or property
damage arising from the Facility. The City is also required pursuant to the Facility Lease to procure and maintain
throughout the term of the Facility Lease rental income interruption insurance in an amount sufficient to pay the Base
Rental Payments for a 24-month period. The City is not required to obtain or procure earthquake or flood insurance
with respect to the Facility. See "SECURITY AND SOURCES OF PAYMENTS FOR THE 1997 BONDS - The
Facility Lease -- Insurance” herein.

Reserve Fund

A Reserve Fund will be established pursuant to the Indenture in an amount equal to the Reserve Fund
Requirement. Money in the Reserve Fund will be used and withdrawn by the Trustee solely for the purpose of
paying the interest on or principal of the 1997 Bonds in the event amounts on deposit in the Revenue Fund are
insufficient therefor.. Upon the issuance of the 1997 Bonds, there will be credited to the Reserve Fund a surety bond
(the "Surety Bond") to be issued by MBIA Insurance Corporation (the "Insurer"} in the amount of the Reserve Fund
Requirement. See "SECURITY AND SOURCES OF PAYMENT FOR THE 1997 BONDS - Reserve Fund" herein.

Bond Insurance

Payment of the principal of and interest on the 1997 Bonds when due (not including redemption, except
scheduled mandatory sinking fund redemption) and payment of the principal of all Qutstanding 1997 Bonds, together




with accrued interest thereon, due on July 18, 2007 (as more fully described below) will be insured by a financial
guaranty insurance policy (the "Pelicy™) to be issued by MBIA Insurance Corporation (the "Insurer”) simultaneously
with the delivery of the 1997 Bonds. The Policy does not insure payments due with respect to the 1997 Bonds by
reason of redemption (except scheduled mandatory sinking fund redemption) or purchase (except the mandatory
purchase on July 18, 2007). See "BOND INSURANCE" herein.

Mandatory Tender on July 18, 2007

The 1997 Bonds are subject to mandatory tender and purchase on July 18, 2007 at a price equal to the
principal amount thereof plus accrued interest. On or prior to the 90th day preceding July 18, 2007 {or such shorter
time as may be agreed to by the Authority, the City, the Insurer, the Trustee, the Paying Agent and the Remarketing
Agent), the Authority shall give notice of a Mode Change pursuant to the Indenture and will determine the Mode
for the 1997 Bonds to commence as of such date. No later than fifteen (15) days prior to July 18, 2007 {or such
shorter time as may be agreed to by the Insurer), the Authority shall enter into a binding commitment with the
Remarketing Agent to purchase all of the Qutstanding 1997 Bonds on such date, which commitment shall be accep-
table to the Insurer. If the binding commitment is entered into and honored and if the conditions precedent to a
Mode Change have been satisfied, then on July 18, 2007, the principal of and accrued interest on the 1997 Bonds
shall be paid to the Owners from the proceeds of the remarketing and other amounts available under the Indenture.
If for any reason remarketing proceeds and other amounts are not available to pay the principal of all Outstanding
1997 Bonds, together with accrued interest thereon, on or before 12:00 P.M., New York time, on July 18, 2007, the
Trustee shall immediately declare the 1997 Bonds to be in default and to be immediately due and payable and shall
immediately notify the Insurer of such acceleration and demand payment thereof. Under the terms of the Policy,
the Insurer shall be required to pay the principal of the 1997 Bonds and accrued interest thereon on such date. See
“THE 1997 BONDS - Mandatory Tender Provisions -- Mandatory Tender on July 18, 2007" herein.

If the Autherity elects to provide a Liquidity Facility pursuant to the Indenture prior to July 18, 2007 (as
described herein), then the 1997 Bonds shall be subject to mandatory tender and purchase on the date of delivery
of the Liquidity Facility. Following the successful completion of such mandatory tender and purchase, the obligation
of the Insurer to pay the principal of the 1997 Bonds plus accrued interest thereon on July 18, 2007 shall be of no
further force and effect.

Continuing Disclosure

The City has covenanted for the benefit of the owners and beneficial owners of the 1997 Bonds to provide
certain financial information and operating data relating to the City by not later than 210 days following the end of
its Fiscal Year (presently June 30) (the "Annual Report") commencing with the report for Fiscal Year 1996-97, and
to provide notices of the occurrence of certain enumerated events, if material under federal securities laws. The
Annual Report and the notices of material events will be filed by the City with each Nationally Recognized
Municipal Securities Information Repository. The specific nature of the information to be contained in the Annual
Report or the notices of material events is summarized in Appendix I} hereto. These covenants have been made in
order to assist the Underwriters in complying with S.E.C. Rule 15¢2-12(b){(5}. See "APPENDIX D - PROPOSED
FORM OF THE CONTINUING DISCLOSURE CERTIFICATE" herein.

Summaries Not Definitive

Brief description of the 1997 Bonds, the Authority, the City and the Facility are included in this Official
Statement, including summaries of the Site Lease and proposed forms of the Facility Lease and the Indenture. Such
descriptions and summaries do not purport to definitive. All references herein to the 1997 Bonds, the Site Lease,
the Facility Lease and the Indenture are qualified in their entirety by reference to the actual documents, or with
respect to the 1997 Bonds, the forms thereof included in the Indenture, copies of all of which are available for
inspection at the corporate trust office of the Trustee.




Additional Information

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

Mr. Thomas P. Friery

City Treasurer

City of Sacramento

926 J Street, Suite 300
Sacramento, California 95814
(916) 264-5168

PLAN OF FINANCE

The 1997 Bonds are being issued by the Authority for the purpose of financing the acquisition by the City
of the Arena and to pay costs of issuance of the 1997 Bonds.

The Arena is currently owned by the Kings ARCO Arena Limited Partnership, a California limited partner-
ship (the "Arena Owner"). The Arena is the home of the Sacramento Kings (the "Kings" or the "Team"), a National
Basketball Association ("NBA") franchise, as well as the Women’s National Basketball Association’s Sacramento
Monatchs and the Continental Indoor Soccer League’s Sacramento Knights. In addition to basketball and soccer,
the Arena accommodates several other sporting and entertainment events, including hockey, conventions and major
exhibits, certain types of musical and theatrical presentations, as well as community and civic functions. During the
last five fiscal years, the Arena has hosted an average of approximately 190 event dates per year.

The Kings are owned by the Sacramento Kings Limited Partnership, a California limited partnership (the
"Team Owner"), an affiliate of the Arena Owner. The City is acquiring the Arena in order to assist the Arena Owner
and the Team Owner in refinancing certain debt of the Arena and the Team and to secure a commitment from the
Team ,Owner to maintain the Kings in Sacramente for a minimum of 10 years, subject to certain terms and
conditions.

Concurrently with the acquisition of the Arena by the City, the City will enter into an Arena Facility
Sublease to sublease the Arena to the Arena Owner for the continued use by the Arena Owner and the Team Owner
of theﬁ Arena for the Kings’ operations and for other events. Pursuant to the Arena Facility Sublease, the Arena
Owner will pay Sublease Rent to the City, a pertion of which Sublease Rent has been assigned by the City to the
Authoh‘ity to be credited toward Base Rental Payments payable by the City to the Authority under the Facility Lease.

i In addition, the City has agreed to defer a portion of the financial obligations of the Arena Owner to the
City during the first seven years of the financing through the delivery of deferred capital notes ("Deferred Capital
Notes") in scheduled annual amounts not to exceed a maximum cumulative amount of $8,500,000. The Deferred
Capital Notes are expected to be purchased by certain proprietary funds of the City. The Sublease Rent payable by
the Arena Owner to the City pursuant to Arena Facility Sublease will provide for the amortization of the Deferred
Capital Notes (which represent obligations of the Arena Owner deferred in the first seven years of the Arena Facility
Sublease) in the eighth and succeeding years of the Arena Facility Sublease.

The obligations of the Arena Owner, the Team Owner, the City and the Authority in connection with these
transactions (the "Arena Transaction") are evidenced in a series of agreements {the "Arena Agreements") by and
among the Arena Owner, the Team Owmer and the City. Among other things, the Arena Agreements obligate the
Arena' Owner to repay the 1997 Bonds and the Deferred Capital Notes in full upon the termination of the Arena
Facility Sublease by the Arena Owner upon the occurrence of certain conditions described therein. In addition, the
Arena Agreements grant to the City the option to put the Arena to the Arena Owner and the Team Owner for




purchase at a price equal to the Outstanding principal amount of the 1997 Bonds in the event the Kings are relocated
to any venue other than the City and the 1997 Bonds are Qutstanding.

The City considered a variety of possible scenarios in analyzing the potential financial impact of the Arena
Transaction on the City, including the possibility of the failure of the Arena Owner and the Team Owner to perform
their respective obligations under the Arena Agreements in the event the Team Owner were to relocate the Kings
from Sacramento and the 1997 Bonds and the other obligations of the Arena Owner or the Team Owner to the City

resulting from the Arena Transaction are not paid in full at such time, Although not obligated, legally or otherwise,
to do so, in such event, the City could choose at such time to operate the Arena either itself or through a private
management group. Additionally, in such event, the City might also choose to refinance the 1997 Bonds with
obligations the interest on which would be exempt from gross income for purposes of federal income taxation. The
obligation of the City to make Base Rental Payments under the Facility Lease is not contingent upon the
performance by the Arena Owner, the Team Owner or any other party of their respective obligations under
the Arena Agreements. See "RISK FACTORS - Risks Related to the Arena Agreements" herein.

ESTIMATED APPLICATION OF PROCEEDS

The proceeds to be received from the sale of the 1997 Bonds are expected to be applied as follows:

Deposit to Acquisition Fund® ... ... ... ... . . ... L L. $70,000,000.00
Costs of Issuanee™ . .. ... .. U 3,041,550.58
Underwriters” Discount . .. ......... ... .. 00 683,449.42

Total .. e e $73.725,000.00

@ To be applied to the acquisition of the Arena by the City. See "PLAN OF FINANCE" herein.

2 Includes legal, financing and consulting fees, bond insurance and surety bond premiums, rating agency fees, title
and recording costs, printing costs, litigation expenses, certain expenses of the Arenma Owner and other
miscellanecus expenses.

THE 1997 BONDS
General

General Terms. The 1997 Bonds will be dated their date of delivery and will have a stated maturity of
July 15, 2027. Initially, the 1997 Bonds will be issued in a Floating Rate Mode as LIBOR Bonds and shall remain
in such Mode until July 18, 2007. On or after July 18, 2007, the 1997 Bonds may continue in a Floating Rate Mode
{as LIBOR Beonds or as Treasury Rate Bonds) or may be changed to a Unit Pricing Mode, a Discount Mode, a Term
Rate Mode or a Fixed Rate Mode as described under "Interest Rate Modes" below. On or after July 18, 2007, the
1997 Bonds (other than 1997 Bonds in a Fixed Rate Mode) may be changed from one Mode to another Mode, in
which case the interest rate or Discount Rate will be determined as provided in the Indenture. The 1997 Bonds may
only be in one Mode at a time. Changes from one Mode to another Mode are subject to the terms and conditions
provided in the Indenture.

The 1997 Bonds will be available only in Authorized Denominations of $1,000 and any integral multiple
thereof. The 1997 Bonds are subject to redemption prior to maturity as described under "Redemption of 1997
Bonds" below. The 1997 Bonds are also subject to mandatory tender and purchase on July 18, 2007 and on certain
other dates prior to maturity under the circumstances described under "Mandatory Tender Provisions” below.

The 1997 Bonds are being issued in fully registered form, and when issued, will be registered in the name
of Cede & Co., as nominee of The Depository Trust Company, New York, New York ("DTC"). So long as Cede &
Co. is the registered owner of the 1997 Bonds, references herein to the Bondowner, Owners or registered owners




shall mean Cede & Co., and not the beneficial owners of the 1997 Bonds. See "APPENDIX F - BOOK-ENTRY
SYSTEM" herein.

Interest Rate Provisions

Payment of Interest. Initially, the 1997 Bonds will be issued in a Floating Rate Mode as LIBOR Bonds
and will bear interest at the Initial Interest Rate (not to exceed 14% per annum, the Maximum Rate) determined as
desctibed herein prior to delivery of the 1997 Bonds. The 1997 Bonds will remain in the Floating Rate Mode until
July 18,2007 and will bear interest at an interest rate equal to three-month LIBOR plus 0.25 percent per annuym {not
to exceesthe Maximum Rate). During that period, the interest rate on the 1997 Bonds will be reset quarterly and
will be payable (i) on the third Wednesday of January, April, July and October of each year; and (ii) on each
Mandatory Tender Date and on the maturity date. After July 18, 2007, the 1997 Bonds may be changed to any other
Mode and interest thereon will be payable on the applicable Interest Payment Dates provided in the Indenture. The
amount of interest pavable with respect to the 1997 Bonds on each Interest Payment Date shall be calculated by First
Trust of California, National Association, as paying agent (the "Paying Agent"), based solely upon information
provided to the Paying Agent pursuant to the Indenture.

Interest Rate Modes

Floating Rate Mode. With respect to 1997 Bonds in a Floating Rate Mode, interest on such 1997 Bonds
will be determined by reference to a Base Rate. The Base Rate will be based upon the Index Maturity and adjusted
by a Spread and/or Spread Muitiplier, if any. A 1997 Bond in a Floating Rate Mode may also have either or both
of the following: (i) a maximum limit, or ceiling (the "Maximum Interest Rate"), on the rate of interest that may
accrue during any Interest Period; and (ii) a minimum limit, or floor (the "Minimum Interest Rate"), on the rate of
interest which may accrue during any Interest Period; and each 1997 Bond in a Floating Rate Mode will have
specified by the Merrill Lynch, Pierce, Fenner & Smith Incorporated, as the Remarketing Agent, the following terms:
the Floatipg Rate Period, the Purchase Date, the Initial Interest Rate, the Base Rate, the Initial Interest Rate Reset
Date, the Interest Rate Reset Dates, the Interest Rate Reset Periods, the Interest Payment Dates, the Index Maturity,
the Maximum Interest Rate and/or Minimum Interest Rate, if any, and the Spread and/or Spread Multiplier, if any,
for the ititial Floating Rate Period and for each subsequent Floating Rate Period.

The interest rate in effect with respect to a 1997 Bond in a Floating Rate Mode during any Interest Period
commencing as of an Interest Rate Reset Date shall be the rate determined on the related Interest Determination Date.
The interest rate in effect with respect to a 1997 Bond in a Floating Rate Mode on each day that is not an Interest
Rate Reset Date shall be the interest rate determined as of the Interest Determination Date pertaining to the
immediately preceding Interest Rate Reset Date and the interest rate in effect on any day that is an Interest Rate
Reset D#e shall be the interest rate determined as of the Interest Determination Date relating to such Interest Rate
Reset Daﬁe; provided, that the interest rate in effect with respect to a 1997 Bond in a Floating Rate Mode for the
period from the date of execution, authentication and initial delivery of such 1997 Bond to the Initial Interest Reset
Date shall be the Initial Interest Rate. Each 1997 Bond in a Floating Rate Mode shall bear interest from the date
of initial delivery of such 1997 Bond in a Floating Rate Mode at the rates determined as specified in the Indenture
unti! the principal amount thereof is paid or otherwise available for payment and shall be payable on each Interest
Payment Date. :

Accrued interest shall be calculated by multiplying the face amount of a 1997 Bond in a Floating Rate Mode
by an accrued interest factor. The accrued interest factor shall be computed by adding the interest factor calculated
for each day from and including the date of delivery of a 1997 Bond in a Floating Rate Mode, or from and including
the last date to which interest has been paid to but excluding the date for which accrued interest is being calculated.
The interest factor for each such day shall be computed by dividing the interest rate applicable to such day by three
hundred TSixty (360) (or in the case of Treasury Rate Bonds, by the actual number of days in the year). Upon the
request of an Owner of a 1997 Bond in a Floating Rate Mode, the Calculation Agent will provide the interest rate
then in effect and, if determined, the interest rates that will become effective as a result of each determination made
for the next Interest Rate Reset Date with respect to such 1997 Bond in a Floating Rate Mode.




