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The Sacramento City Financing Authority (the “Authority”), a California joint exercise of powers authority, is issuing its
Lease Revenue Bonds, State of California—Cal EPA Building, 1998 Series A (the “Bonds”) to provide funds to (i) refund its
outstanding Bond Anticipation Notes, State of California—Cal EPA Building, 1998 Series A (the “Notes™), (ii) finance the
remaining portion of the cost of the construction, installation and equipping of an office building and related improvements to be
occupied by various State of California agencies, including those currently operating under the California Environmental Pro-
tection Agency (the “Project”), (iii) pay capitalized interest during construction of the Project and for the first six (6) months
following completion, (iv) fund a reserve account for the Bonds, and (v) pay certain costs of issuing the Bonds. The Project is to
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(the “Joint Powers Act”) and a Trust Indenture dated as of November 1, 1998 (the “Trust Indenture”) by and between the
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MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES, PRICES OR YIELDS AND CUSIPS

$123,795,000 Serial Bonds

Maturity Principal Interest CUSIP No.

(May 1) Amount Rate Yield/Price (785846)
2000%...... $ 5,180,000 4.00% 3.500% BS4
2002%...... 5,385,000 4.00 3.600 BT2
2003%. ..., 5,600,000 4.00 3.700 BU9
2004....... 5,825,000 375 3750 BvV7
2005....... 6,045,000 3.80 3.850 BWS5
2006....... 6,275,000 3.80 3.900 BX3
2007....... 6,510,000 3.90 3.950 BY]
2008....... 6,765,000 4.00 4,050 BZ8
2000....... 7,035,000 4,10 4.150 CA2Z
2010....... 7,325,000 4.20 4275 CBO
2011....... 7,630,000 4.30 4.400 CC8
2012....... 7,960,000 5.00 104.400 CDé6
2013....... 8,360,000 5.00 103.463 CE4
2014....... 8,775,000 5.00 102.537 CF1
2005....... 9,215,000 5.25 104.246 CcGY
2016....... 9,700,000 5.25 103.784 CH7
2017....... 10,210,000 475 4.860 I3

$21,950,000 5.25% Term Bonds due May 1, 2019—Price 103.599 CUSIP No. 785846CK0
$50,870,000 4.75% Term Bonds due May 1, 2023—Price 96.903 CUSIP No. 785846CL8

(Plus accrued interest from November 1, 1998)

*Uninsured




Certain of the information set forth herein has been obtained from the Authority, the City,
the Department, the State of California and other sources believed to be reliable. Such information 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 HEREIN ARE SUBJECT
TO CHANGE WITHOUT NOTICE AND NEITHER DELIVERY OF THIS OFFICIAL STATEMENT
NOR ANY SALE MADE HEREUNDER SHALL, UNDER ANY CIRCUMSTANCES, CREATE ANY
IMPLICATION THAT THERE HAS BEEN NO CHANGE IN THE AFFAIRS OF THE CITY, THE
DEPARTMENT, THE STATE OF CALIFORNIA OR THE AUTHORITY SINCE THE DATE
HEREOF. FURTHER, ALL SUMMARIES CONTAINED HEREIN OF THE TRUST INDENTURE,
THE LEASE OR OTHER DOCUMENTS ARE MADE SUBJECT TO THE PROVISIONS OF SUCH
DOCUMENTS AND INSTRUMENTS AND DO NOT PURPORT TO BE COMPLETE,
COMPREHENSIVE OR DEFINITIVE SUMMARIES OF ANY OR ALL OF SUCH PROVISIONS.

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

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

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

Copies of this Official Statement may be obtained from:

HONORABLE MATT FONG
Treasurer of the State of Califorma
P.0O. Box 942809
Sacramento, Califorma 94209-0001
(916) 653-3451
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$196,615,000 :
SACRAMENTO CITY FINANCING AUTHORITY
LEASE REVENUE BONDS
STATE OF CALIFORNIA - CAL EPA BUILDING
1998 SERIES A

INTRODUCTION

This Official Statement is provided to furnish information relating to the issuance
and sale by the Sacramento City Financing Authority (the “Authority”) of its Lease Revenue
Bonds, State of California - Cal EPA Building, 1998 Series A (the “Bonds”) in the aggregate
principal amount of $196,615,000. The Authority is a joint exercise of powers authority duly
organized and operating pursuant to Chapter 5, Division 7, Title 1 (commencing with Section
6500) of the Government Code of the State of Califorma (the “Joint Powers Act”). See “THE
AUTHORITY.” '

This Introduction contains only a brief summary of certain of the terms of the
Bonds being offered and a brief description of this Official Statement. A full review should be
made of the entire Official Statement (including the inside cover page and the Appendices). All
statements contained in this introduction are qualified in their entirety by reference to the entire
Official Statement. References to, and summaries of, provisions of the laws of the State of
California or any other documents referred to herein do not purport to be complete and such
references are qualified in their entirety by reference to the complete provisions thereof. All

capitalized terms used in this Official Statement and not otherwise defined herein have the same
meanings as in the Trust Indenture (as defined herein). See APPENDIX B--"SUMMARY OF
PRINCIPAL LEGAL DOCUMENTS - Definitions of Certain Terms” for definitions of certain
words and terms used but not otherwise defined herein.

Purposes; Authorization

The Bonds are being issued to (i) refund the Authority’s outstanding $34,890,000
aggregate principal amount of Bond Anticipation Notes, State of California — Cal EPA Building,
1998 Series A (the “Notes™); (ii) finance the remaining portion of the cost of the construction,
instatlation and equipping of an office building and related improvements to be occupied by
various State of California agencies, including those currently operating under the California
Environmental Protection Agency (the “Project™); (iii) pay capitalized interest during
construction of the Project and for the first six (6) months following completion; (iv) fund a
reserve account for the Bonds; and (v) pay certain costs of issuing the Bonds. See “PLAN OF
FINANCE” herein.

The Bonds are being issued pursuant to the provisions of the Joint Powers Act,
including Article 4 (commencing with Section 6584) thereof, and a Trust Indenture dated as of
November 1, 1998 (the “Trust Indenture”) by and between the Authority and the State Treasurer
of the State of California, as trustee (the “Trustee™).




Sources of Payment of the Bonds

Lease Payments. The Department of General Services of the State of California
(the “Department”) has entered into a Sacramento/State Building Lease dated April 23, 1997, as
amended by the First Amendment to Sacramento/State Building Lease dated as of November 1,
1998 (together, the “Lease™) with the City of Sacramento (the “City’) pursuant to which the
Department will lease from the City the Project, as more particularly described in “THE
PROJECT.” The Bonds will be secured by the Lease pursuant to which the Department will
agree to make base rental payments (“Base Rental™) for the use and occupancy of the Project and
to pay certain msurance and operating costs of the Project and administrative expenses of the
City as described herein (“Additional Rental” and; together with Base Rental, “Lease
Payments”). Base Rental payments, together with proceeds of the Bonds deposited in the
Interest Account to pay capitalized interest, are designed to be sufficient, in both time and
amount, to pay when due the principal of and interest on the Bonds. See “SECURITY F OR
THE BONDS - The Lease” for a discussion of the obligations of the Department under the
Lease. -

Subject to the Department’s beneficial use and occupancy of all or a portion of the
Project, Lease Payments under the Lease are scheduled to commence on August 6, 2000. Under
the Lease, the Department has covenanted to take such action as may be necessary to include all
Lease Payments due thereunder in its annual budgets and to make necessary allocations for all
such Lease Payments. The Department’s obligation to take such action is subject to and
dependent upon the Department’s beneficial use and occupancy of the Project. The Department
is only obligated to make Lease Payments for that portion of the Project for which it has
beneﬁcial use and occupancy. Even though the Department has covenanted to include Lease
Payments in its annual budget and is obligated to make such Lease Payments if
apprepriated and not abated, the State Legislature is not obligated to appropriate funds
for Lpase Payments and no assurances can be given that the State Legislature will
appropriate such funds. Scc “SECURITY FOR THE BONDS — The Lease Annual
Appropriations.” '

Reserve Account. The Trust Indenture establishes a Reserve Account for the
payment of the Bonds. The Reserve Account will be funded in an amount equal to the Reserve
Account Requirement. The Trust Indenture further provides that the Authority may satisfy its
obligation to fund the Reserve Account in an amount equal to the Reserve Account Requirement
through the use of a letter of credit, surety bond or other financial undertaking. The Authority
expects to initially satisfy this requirement with proceeds from the sale of the Bonds. See
“SECURITY FOR THE BONDS - Reserve Account.”

{nsurance. The Trust Indenture and the Lease require the Department to maintain
or cause to be maintained fire, lightning and extended coverage insurance on the Project and to
maintain public liability insurance and rental interruption insurance to cover certain losses as a
result of certain hazards. See “SECURITY FOR THE BONDS - The Leasc - Insurance.”

Bond Insurance

: Payment of the principal of and interest on the Bonds maturing on May 1, 2004
through May 1, 2023 (the “Insured Bonds”), when due, will be insured by a municipal bond
insurance policy (the “Insurance Policy”) to be issued by Ambac Assurance Corporation (the
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“SPECIAL RISK FACTORS - Risks Upon Construction Delays or Failure to Complete
Construction.”

The Department of Finance has approved a contingency fund in the amount of
approximately $4,300,000 to be funded with proceeds from the sale of the Bonds. Moneys in the
contingency fund are to be applied to pay any extraordinary costs and expenses associated with
the construction of the Project which are not contemplated in the Project budget and which are
approved by the Department of Finance. -

The total cost of the Project is expected to be approximately $169,868,000. The
developer and general contractor for the Project have agreed with the City to provide the design
and construction of the Project’s core and shell for a maximum price not to exceed $85,605,707.
The Department of Finance has also set a maximum spending cap on certain items included in
the proposed budget (including tenant improvements and furniture, fixtures and equipment). Set
forth in Table 4 below are the estimated costs of the Project:

TABLE 4
ESTIMATED PROJECT BUDGET

Description of Work Performed Estimated Cost
Design Fees $ 9,453,000
Sitework 3,250,000
Core & Shell 85,605,707
. Contingencies related to Core & Shell 8,612,293
Tenant Improvements 34,425,000
Permits, Fees, etc. 5,893,000
CEQA - Related Costs _ 2,816,000
Testing & Inspection : 1,550,000
Administration 1,518,000
Developer Fees 5,977,000
Phone Switch 500,000
Art in Public Places 1,573,000
Furniture, Fixtures & Equipment 7,945,000
Insurance ' 750,000
TOTAL COSTS $169,868,000

Project Phasing and Status

The Project will be constructed in a single phase. The City’s Design
Review/Preservation Board reviewed and approved the Project on February 18, 1998. An
application for the Building permit was filed with the City’s Building Department on March 25,
1998. In addition, the Sacramento City Council approved the Final Environmental Impact
Report for the Project on March 24, 1998 and the period during which such report may be legally
challenged has expired. Notice to Proceed was issued on July 6, 1998, and the general contractor
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commenced work on such date. The Project is expected to be completed and available for use
and occupancy in August 2000.

: The demolition of the garage was completed on August 7, 1998, as scheduled and
within budget. One sand-filled fuel tank was discovered and removed to a certified landfill. The
Sacramento County Environmental Management Department tested the soil at the site and found
no contaminants. The basement excavation was completed in September 1998 and placement of
foundation piles is expected to be completed in December 1998. The construction of basement
concrete walls and slabs is also expected to be completed in December 1998. The Project
construction is currently on schedule and within budget.

Proj*ect Team

Development Manager. The City has selected Thomas Development Partners
(“Thomas”) to manage the design and construction of the Project. Thomas has been providing
development management services for over 25 years and has provided such service for Wells
Fargo Center, the Gas Company Tower and the First Interstate World Centelf, all in Los Angeles,
and the Commerce Square in Philadelphia.

General Contractor. Turner Construction Company (“Turner”), a nationally and
internationally recognized contractor with 35 offices throughout the United States, is the general
contractor for the Project. Turner has a professional staff of over 3,000 employees nationwide
(450 in California) and has been providing construction services since 1902. Recent construction
volume has been in the $3.5 billion range annually. Turner has constructed every type of
building and is generally considered the leading general contractor in the construction of mid-
and high-rise office buildings. Some of Turner’s more recent California projects include the
following: the First Interstate World Center and the Gas Company Tower, in Los Angeles; the
Moscone Convention Center and 235 Pine Street, in San Francisco; the Ordway Building, Lake
Merritt Plaza and the Clorox Building, in Oakland; and the U.S. Bank Plaza, the Capitol Bank
and the Renaissance Tower projects, in Sacramento.

Geotechnical Engineer. The City has selected Wallace-Kuhl & Associates
(“WKA”) as the geotechnical engineer for the Project. WKA is a local Sacramento geotechnical
engingering firm consisting of approximately 50 employees. WKA has over 30 years of
experience, primarily in the downtown Sacramento area. Selected recent projects in the
Sacramento area include the Money Store Corporate Headquarters, the U.S. Federal Courthouse,
the California Attorney General’s Building, the Sacramento Convention Center Expansion, the
Library Plaza and the Capitol Square.

Architect. The City has selected A.C. Martin Partners {(*ACMP™) as the architect
for the Project. ACMP is an architectural firm that was established in 1906. ACMP is
headquartered in Los Angeles and maintains branch offices in Irvine and Sacramento. ACMP
currently has a staff of over 100 employees and has been involved in the design of many
landmark civic buildings including the Los Angeles City Hall, the Los Angeles Department of
Water and Power Building and the ARCO Towers. Recent projects include the Sanwa Bank
Plaza (Mitsui), 444 Plaza (Wells Fargo/Citicorp) and 865 South Figueroa {Manulife) projects, all
in downtown Los Angeles.
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Structural Engineer. The City has selected CBM Engineers (“CBM”) to serve as
the structural engineer for the Project. CBM is a Houston-based structural engineering firm with
over 20 years of structural design experience. CBM currently maintains a staff of over 30 '
employees and is headed by Dr. P.V. Banavalkar, the partner assigned to work on the Project,
who has 35 years of experience in structural design. CBM and Dr. Banavalkar were the
structural engineers on numerous nationally known high-rise buildings including One North
Wacker in Chicago, the Texas Commerce Tower and the Transco Tower, both in Houston, the
First Interstate Tower in Dallas, the First Interstate World Center and the Gas Company Tower,
both in Los Angeles, 101 California in San Francisco and the Commerce Square in Philadelphia.

Mechanical/Electrical Engineer. The City has selected Levine/Seegel Associates

(“LSA”) to serve as the mechanical and electrical engineer for the Project. As a firm, LSA has
~ been involved in the design of the mechanical, electrical and plumbing systems (*“MEP”) in

office buildings for over 20 years. Headed by B.S. Seegel, who has 45 years of experience, LSA
currently maintains a staff of approximately 30 employees. LSA has designed the MEP systems
of numerous office buildings in the Los Angeles area, including the First Interstate World
Center, the Gas Company Tower, the Wells Fargo Center, the Biltmore Office Tower and 1999
Avenue of the Stars. LSA also designed the MEP system of 1901 Harrison Street in Qakland.

Seismicity

The City, like all areas within the State, is periodically subjected to moderate
ground shaking as the result of earthquakes on faults located east of the City in the Sierra Nevada
foothills and west of the City within the California coast ranges. During the past 150 years, the
City has been affected by major earthquakes near the City of Winters {Vacaville-Winters
earthquake of 1892), the San Francisco earthquake of 1906, and the Loma Prieta earthquake in
1989. The Loma Prieta earthquake was a magnitude of 7.0 and is the most recent major
earthquake in the vicinity of the City, with an epicenter located 110 miles west of the City.
Damage in the City from earthquakes historically has been limited to older, unreinforced
masonry structures. Certain procedures and design standards have been developed to assure that
the Project is designed and constructed to meet, at 2 minimum, the appropriate seismic standards
required by law.

Flood Control

Major portions of the City of Sacramento, including the Project, are located in a
flood hazard area. In recent years, the Sacramento area has been subject to numerous storm
events resulting in high flows in the American and Sacramento Rivers. In response to these
flood events, the U.S. Army Corps of Engineers has conducted hydrology studies on the lower
American River that indicate large portions of the Sacramento area, primarily south of the river,
are only protected against a 77-year flood event.

Catastrophic flooding counld impact access to the Building and may cause severe
damage to the first floor and basement of the Building. The actual damage to the Project in the
event of a flood is unknown and may depend on several factors, including how high the water
rises and how long it takes the City’s pumping drainage systems to remove the water.

The Project is insured against loss or damage caused by flood during construction
through insurance held by the developer. Following construction, the Department pians to
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purchase insurance for loss or damage caused by flood, as well as rental interruption or use and
occupancy insurance in an amount not less than the amount of Base Rental due under the Lease
for any period of three consecutive years. See “SECURITY FOR THE BONDS — The Lease —
Insurance.”

SPECIAL RISK FACTORS
Limited Recourse Upon Default

1 In the event Lease Payments are not paid when due because the Department has
neglected or refused to include Lease Payments in the Department’s budget for any fiscal year or
the State Legislature fails to appropriate funds therefore, and no other funds are otherwise
available to make such payments, then the Department shall have the right, but is not obligated,
to relet the Project in whole or in part, and/or to assign its rights and obligations under the Lease
to other tenants, including non-State agencies approved by the City. In the event that the
Department fails or is unable to relet the Project, or such reletting does not provide sufficient
funds to pay Lease Payments, then the Lease shall terminate and the Department shall no longer
have any right to possession of the Project and shall forfeit any interest therein. In the event of
such termination, the Department shall have no further obligations under the Lease except for
the payment of any Lease Payments which have become due and payable in accordance with the
Lease. The Trustee shall have no right to recover damages for any future Lease Payments and
there is no remedy of acceleration of Lease Rental payments which have not become due and
payable under the Lease.

Subject to the remedies described in the immediately preceding paragraph, in the
event that the Department fails to perform any covenant or agreement of the Lease, the City shall
have the right to (1) maintain the Lease in full force and effect and recover rent and other
monetary charges as they become due, without terminating the Department’s right to possession
or to relet the Project as the agent for the Department at such rent, upon such conditions and for
such term as the City deems necessary or advisable; provided, however, that the City has
covenanted that it will not take any action which could cause interest on the Bonds to be
includable in gross income for federal income tax purposes; or (2) terminate the Lease and the
Department’s right to possession of the Project as provided in the Lease and as described above.
See APPENDIX B--"SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - The Lease -
Breach; Remedies™ and APPENDIX D--"PROPOSED FORM OF LEGAL OPINION.”

In the event the Lease is terminated pursuant to its terms, the City and the Trustee
shall pursue all actions legally available to complete the Project, if the Project is not yet
complete, and to lease, rent or sell the Project to another tenant to provide lease or rental
payments or sale proceeds to support or pay principal and interest on any outstanding Bonds
until such time as any Bonds are no longer outstanding or as permitted by law, whichever is
carlier; provided, however, that the City shall not be obligated to advance its own funds for such
purpose. See “SECURITY FOR THE BONDS - Consent and Assignment Agreement.”

The enforcement of any remedies provided in the Lease and the Trust Indenture
could prove both expensive and time-consuming. Although the Consent and Assignment
Agreement allows the Trustee to relet the Project in the event of a default by the Department, no
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