FRE—
U S

NEW ISSUE—BOOK-ENTRY ONL( L Y, TI&QS: Standard & Poor’s: “SP-1+”
3 IBRA RY CO X ndar oor’s +

Moody's: “MIG1”’
Fitch: “F1+”

(See ““Ratings’ herein)

In the opinion of Orrick, Herrington & Sutcliffe LLP, San Francisco, California (“'Bond Counsel”’), based upon an analysis of existing
laws, regulations, rulings and court decisions, and assuming (@mong other matters) compliance with certain covenants, interest on Notes is
excluded from gross income for federal income fax purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from State
af California personal income laxes. In the farther opinion of Bond Counsel, interest on the Notes is not a specific preference item for purposes
of the federal individual or corporate alternative minimum taxes, although Bond Counsel observes that such interest is included in adjusted
current earnings In calculating federal corporate alternative minimum taxable income. Bond Counsel expresses no opinion regarding any other
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The Notes are being issued to finance the initial portion of the cost of the construction, installation and equipping of an office building and
related improvements t©o be occupied by various State of Califomia agencies, including those currently operating under the Culifornia
Environmental Protection Ageney {the ‘*Project’™). The Project is to be located in and built by the City of Sacramento (the **City’”) and its
development partners for the benefit of the Department of General Services of the State of California (the *‘Department’”). The full cost of the
Praject is expected to be financed with proceeds from the sale of the Notes and the sale of lease revenue bonds (the “*Bonds™}) to be issued by
the Authority and secured by a Lease (as defined herein) with the Department prior to the matwrity of the Notes. The Notes are being issued
pursuant to the provisions of Article 4 {commencing with Section 6584} of Chapter 3, Division 7, Title 1 of the Government Code of the Statc
of California (the **Joint Powers Act’ "} and a Trust Indenture dated as of June 1, 1998 {the ‘*Trust Indenture’*) by and between the Sacramento
City Financing Authority, a Califomia joint exercise of powers authority (the *“Authority’”) and the State Treasurer of the State of California, as
trustee {the *‘Trustee’”).

The Notes will be in fully registered form in denominations of $100,000 or any integral multiple of $5,000 in cxcess thereof. Interest on
the Notes is payable upon maturity thereof. The Notes will be registered in the name of Cede & Co., as nominee of The Depository Trust
Company, New York, New York (““DTC’"), and will be available to actual purchasers of the Notes (**Beneficial Owners™ ) under the book-entry
only system maintained by DTC, only through brokers and dealers who are or act through DTC Participants as described herein. Purchasers will
not receive certificates representing their interest in the Notes. Payments of the principal of and interest on the Notes will be paid by the Trustee
to DTC for subsequent disbursement to DTC Participants who will remit such payment to the Beneficial Owners.

The Notes mature on December 15, 1998 and the principal of and interest thereon are expected to be paid with the proceeds from the sale
of the Bonds or, if Bonds are not issued, with proceeds from the sale of Refunding Notes {as defined herein). The Authority, the City and the
Department have each covenanted to take such actions as may be necessary to effectuate the sale and delivery of the Bonds. Refunding Notes or
other evidences of indebtedness as permitted by law prior to the maturity of the Notes. However, there can be no assurance that such Bonds,
Refunding Notes or ather evidences of indebtedness will be so issued. See ‘'SPECIAL RISK FACTORS’" for a discussion of the foregoing
risks., The Bonds, if and when issued, will be secured primanly by Base Rental pavments payable from the Department pursuant to the Lease.

The Notes are not subject to redemption prior to maturity.

On or before December 10, 1998, the Trustee shali set aside from Revenues (as defined herein) an amount of money equal to the aggregate
principal amount of all Notes, together with the aggregate amount of interest becoming due and payable on all the Notes, on the maturity date.
No other funds, except Revenues, have been set aside for. or pledged to secure, the payment of principal or interest on the Notes.

THE NOTES ARE LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE SOLELY FROM CERTAIN PLEDGED
REVENUES AS DESCRIBED HEREIN. THE NOTES DO NOT REPRESENT OR CONSTITUTE A DEBT OF THE AUTHORITY,
THE CITY, THE DEPARTMENT, THE STATE OR ANY STATE AGENCY WITHIN THE MEANING OF ANY
CONSTITUTIONAL OR STATUTORY LIMITATION, OR A PLEDGE OF THE FAITH AND CREDIT OF THE AUTHORITY, THE
CITY, THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF. NEITHER THE STATE OF CALIFORNIA
NOR ANY POLITICAL SUBDIVISION THEREOF HAVE AN OBLIGATION TO LEVY OR PLEDGE ANY FORM OF TAXATION,
AND THE OWNERS OF THE NOTES HAVE NO RIGHT TO HAVE EXCISES OR TAXES LEVIED BY THE STATE
LEGISLATURE OR THE CITY FOR THE PAYMENT OF AMOUNTS DUE ON THE NOTES. THE AUTHORITY HAS NO
TAXING POWER.

This cover page contains information for quick reference only. It is rot a summary of this note issue. Potential investors must read the
entire Otfering Memorandum to obtain information essential to making an informed investment decision. See the section of this Offering
Memorandum entitled “*SPECIAL RISK FACTORS’ for a discussion of special factors which should be considered, in addition to the other
matters set forth herein, in evaluating the investment quality of the Notes.

The Notes are offered when, as and if delivered 10 and received by the underwriters identified below (the *'Underwriters’), subject to the
approval of validity by Bond Counsel, and ceriain other conditions. Certain legal matters will be passed upon for the Underwriters by
O°Melveny & Myers LLP, Los Angeles, California, Underwriters’ Counsel. Certain legal matters will he passed upon for the Deparmment by its
General Counsel and for the Authority by the City Attorney. It is expected that the Notes will be availuble for delivery to DTC in New York,
New York on or about June 18, 1998,

HONORABLE MATT FONG

Treasurer of the State of California

Merrill Lynch & Co.
Artemis Capital Group, Inc. E. J. De La Rosa & Co., Inc.

Stone & Youngberg LLC Sutter Securities Incorporated
Dated: JTune 10, 1998




Certain of the information set forth herein has been obiained from the Authority, the City, the Department, the Staie
of California and other sources believed to be reliable. Such information is not guaranteed as to accuracy or compieteness 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 OFFERING
MEMORANDUM NOR ANY SALE MADE HEREUNDER SHALL, UNDER ANY CIRCUMSTANCES, CREATE ANY
IMPLICATION THAT THERE HAS BEEN NO CHANGE IN THE AFFAIRS OF 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 Offering Memorandumn does not constitute an offer to sell or the solicitation of an offer to buy nor shall there
be lany sale of the Notes 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 Offering Memorandum. 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 Offering Memorandum is not (o be construed as a contract with the purchasers of the Notes. Staternents contained
in this Offering Memorandum that involve estimales, projections, forecasts or matters of opinion, whether or not expressly so
dedcribed herein, are intended solely as such and are not to be construed as representations of facts,

\ IN CONNECTION WITH THE OFFERING OF THE NOTES, THE UNDERWRITERS MAY OVERALLOT
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE NOTES
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 NOTES 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 Offering Memorandum may be obtained from:

HONORABLE MATT FONG
Treasurer of the State of California
P.O. Box 942809
Sacramento, Califernia 94209-0001
(916) 653-2995
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$34,890,000
SACRAMENTO CITY FINANCING AUTHORITY
BOND ANTICIPATION NOTES
STATE OF CALIFORNIA - CAL EPA BUILDING
1998 SERIES A

INTRODUCTION

This Offering Memorandum is provided to furnish information relating to the issuance
and sale by the Sacramento City Financing Authority (the "Authority") of its Bond Anticipation
Notes, State of California - CAL EPA Building, 1998 Series A (the "Notes") in the principal
amount of $34,890,000. 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 California (the "Joint Powers Act"). See "THE
AUTHORITY."

This Introduction contains only a brief summary of certain of the terms of the Notes being
offered and a brief description of this Offering Memorandum. A full review should be made of
the entire Offering Memorandum (including the inside cover page and the Appendices). All
Statements contained In this introduction are qualified in their entirety by reference to the entire
Offering Memorandum. 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 Offering Memorandum and not otherwise defined herein have the
same meanings as in the Trust Indenture (as defined herein). See APPENDIX A--"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 Notes are being issued to finance the initial 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 Protection Agency (the "Project”). The Project is to be located in and built by
the City of Sacramento (the "City") and its development partners for the benefit of the
Department of General Services of the State of California (the "Department”). The full cost of
the Project is expected to be financed with proceeds from the sale of the Notes and the sale of
lease revenue bonds (the "Bonds") to be issued by the Authority and secured by a Lease (as
defined below) with the Department prior to the maturity of the Notes. The Notes 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 June 1, 1998 (the "Trust Indenture™) by
and between the Sacramento City Financing Authority, a California joint exercise of powers
authority (the "Authority”) and the State Treasurer of the State of California, as trustee (the
"Trustee”).




The proceeds from the sale of the Notes will be used by the Authority to (i) finance a
portion of the cost of the construction, installation and equipping of the Project, and (ii) pay
costs related to the issuance of the Notes. See "PLAN OF FINANCE" herein.

Sources of Payment of the Notes

The principal of and interest on the Notes are payable from Revenues pledged under the
Trust Indenture. Revenues are defined generally as: (i) certain proceeds from the sale of the
Bonds; (ii) certain proceeds from the sale of Refunding Notes (as defined below); (iii) certain
proceeds from the sale of Completion Notes (as defined below); and (iv) certain of the City’s
rights and interest in and to, the Sacramento/State Building Lease dated April 23, 1997 (the
"Lease"), including its right to receive Base Rental payments thereunder (and its rights to
enforce the payment of such amounts when due in the event of a default by the Department).
See "SECURITY FOR THE NOTES - General" for a further description of Revenues. See also
"SECURITY FOR THE NOTES - The Lease" for a discussion of the Lease and the obligations
of the City and the Department thereunder.

The Authority, the City and the Department have covenanted and agreed to take such
actions as may be necessary to effectuate the sale and delivery of the Bonds prior to the maturity
of the Notes. In the event the Authority is unable to sell and deliver the Bonds for the timely
payment of the principal and interest on the Notes on their maturity date, the Authority, the City
and the Department have covenanted and agreed to undertake such actions to effectuate the sale
and delivery of notes to refinance the Notes ("Refunding Notes") pursuant to the terms of the
Trust Indenture. In addition, the Authority may, but is not obligated, to issue notes to refinance
the Notes and finance the completion of all or a portion of the Project (the "Compietion Notes")
pursuant to the terms of the Trust Indenture. The Authority, the City and the Department have
also covenanted to take all necessary and reasonable actions to complete or cause the completion
of the} Project. However, no assurance can be given as to the availability of proceeds from the
sale of the Bonds or Refunding Notes for the timely payment of the Notes or that the Project
will be completed. See "SECURITY FOR THE NOTES - Consent and Assignment Agreement”
and "SPECIAL RISK FACTORS."

THE NOTES ARE LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE
SOLELY FROM CERTAIN PLEDGED REVENUES AS DESCRIBED HEREIN. THE
NOTES DO NOT REPRESENT OR CONSTITUTE A DEBT OF THE AUTHORITY, THE
CITY, THE DEPARTMENT, THE STATE OR ANY STATE AGENCY WITHIN THE
MEANING OF ANY CONSTITUTIONAL OR STATUTORY LIMITATION, OR A
PLEDGE OF THE FAITH AND CREDIT OF THE AUTHORITY, THE CITY, THE
STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF. NEITHER
THE STATE OF CALIFORNIA NOR ANY POLITICAL SUBDIVISION THEREOF
HAVE AN OBLIGATION TO LEVY OR PLEDGE ANY FORM OF TAXATION, AND
THE OWNERS OF THE NOTES HAVE NO RIGHT TO HAVE EXCISES OR TAXES
LEVIED BY THE STATE LEGISLATURE OR THE CITY FOR THE PAYMENT OF
AMOUNTS DUE ON THE NOTES. THE AUTHORITY HAS NO TAXING POWER.




See the section of this Offering Memorandum entitled "SPECIAL RISK FACTORS" for
a discussion of special factors which should be considered, in addition to the other matters set
forth herein, in considering the investment quality of the Notes.

Certain Information Related to this Offering Memorandum

The information and expressions of opinion herein speak only as of their date and are
subject to change without notice. Neither the delivery of this Offering Memorandum (including
the Appendices) nor any sale made hereunder nor any uses of this Offering Memorandum shall,
under any circumstances, create any implication that there has been no change in the affairs of
the Authority, the City, the Department or the State of California since the date hereof.

All financial and other information presented in this Offering Memorandum has been
provided by the Authority, the City, the Department or the State of California from their
records, except for information expressly attributed to other sources. The presentation of
information is intended to show recent historical information and is not intended to indicate
future or continuing trends in the financial position or other affairs of the Department or the
State of California. No representation is made that past experience, as it might be shown by
such financial and other information, will necessarily continue or be repeated in the future.

Additional Information

Questions regarding this Offering Memorandum and the issuance of the Notes may be
addressed to the office of the Honorable Matt Fong, Treasurer of the State of California,
Debt Issuance Section, P.O. Box 942809, Sacramento, California 94209-0001, Telephone (800)
900-3873.

Description of the Notes

The Notes will be dated the date of issuance (the "Dated Date") and will bear interest
from the Dated Date at the rate, and mature in the amount and on the date, set forth on the
cover page of this Offering Memorandum. The Notes will be issued as fully registered notes
and, when delivered, will be registered in the name of Cede & Co., as nominee of The
Depository Trust Company ("DTC"), the securities depository for the Notes. Ownership
interests in the Notes may only be purchased in book-entry only form in authorized
denominations of $100,000 or any integral multiple of $5,000 in excess thereof. The principal
of and interest on the Notes will be payable at maturity on December 15, 1998. So long as
DTC or its nominee is the registered owner of the Notes, principal and interest payments will
be made to DTC as described in APPENDIX B--"BOOK-ENTRY ONLY SYSTEM." If the
Notes are no longer held in book-entry form, then principal of and interest on the Notes shall
be made upon surrender thereof to the Trustee.




Transfer of ownership of a Note shall be made by exchanging the same at the office of
the Trustee for a new Note or Notes in the same aggregate principal amount. All of such
exchanges shall be made in such manner and upon such terms as described in the Trust
Indenture. The Trustee shall not be required to make such exchange or registration or transfer
of Notes during the fifteen (15) days preceding the maturity date. For any transfer or exchange,
the Trustee may require the payment of any tax or other governmental charge required to be
paidi with respect to such transfer as a condition precedent to the exercise of such privilege.

Redemption Provisions
The Notes are not subject to redemption prior to maturity,
Debt Service Requirements

The debt service requirements for the Notes are set forth in Table 1 below.

TABLE 1
DEBT SERVICE REQUIREMENTS
Date Principal Interest Total Debt Service
December 15, 1998 $34,890,000 $608,975.88 $35,498,975.88

PLAN OF FINANCE
\

GenFral

The total cost of the Project is expected to be approximately $169,868,000. The
proceeds from the sale of the Notes are expected to pay the design and initial construction costs
of the Project through December 1998. The proceeds from the sale of the Bonds, if and when
issued, are expected to be sufficient to repay the Notes and to finance the remaining construction
and completion costs of the Project.

In 1992, pursuant to Section 14669.6 (Chapter 1036, Statutes of 1992) of the Government
Code of the State of California, the State Legislature authorized the Project directing the
Department to enter into a lease (with an option to purchase) for office space and related
facilities needed to consolidate the operations of the California Environmental Protection Agency
("CAL EPA"). On August 2, 1993, the Department requested the submittal of bids for the
construction, installation and equipping of the Project. The City and its development partners
were awarded the winning bid and, on April 23, 1997, the City and the Department entered into
the Lease which provides for the construction, operation and financing of the Project. Among
other things, the Lease provides that the City will construct the Project and lease it to the
Department. The Lease provides that the City shall hold legal title to the Project unless the
Department exercises its option to purchase the Project. The Lease also provides that the City
will ‘obtain interim and permanent financing for the Project. Subject to the Department’s
beneficial use and occupancy of all or a portion of the Project, lease payments under the Lease




("Lease Payments") shall commence twenty-five (25) months from the date of notice to proceed
with construction from the Department. A final judgment was entered on August 31, 1995 by
the Superior Court of the State of California for the County of Sacramento (Case No. 95-AS-
03765) in accordance with California Civil Code of Procedure 860, in favor of the City with
respect to the validity of the Lease. See "SECURITY FOR THE NOTES - The Lease” for
additional information regarding the terms and conditions of the Lease.

In addition to the Lease, the City, the Department, the Authority and the Trustee have
entered into a Consent and Assignment Agreement dated as of June 1, 1998 (the "Consent and
Assignment Agreement”) which provides, among other things, certain assurances that so long
as any Notes or Bonds remain outstanding, each of the parties thereto shall take all reasonable
steps required or appropriate to assure that the Project is financed and constructed in a timely
manner 1n accordance with the terms of the documents relating to the Project, including but not
limited to, the Lease. See "SECURITY FOR THE NOTES - Consent and Assignment
Agreement” below.,

In order to reduce the overall cost of the Project, the City and the Department have
determined that it is in their best interests to begin construction in July 1998. The State, as
ultimate obligor under the Lease, is unable to provide detailed financial information until after
the 1998-99 budget process is completed. Without such completed financial information, the
Authority is not able to issue long-term lease revenue bonds at this time and therefore the parties
have elected to issue the Notes to finance the initial portion of the costs of construction. The
Authority has covenanted to issue Bonds to repay the Notes and to finance the remaining
construction and completion costs of the Project by December 1, 1998. See "SECURITY FOR
THE NOTES - Issuance of Bonds."

Estimated Sources and Uses of Proceeds

The sources and uses of proceeds to be received from the sale of the Notes are
anticipated to be applied as set forth in Table 2 below.

TABLE 2
ESTIMATED SOURCES AND USES OF PROCEEDS

Sources of Funds
Principal Amount of Notes $34,890,000

TOTAL SOURCES $34,890,000

Use of Funds

Construction Fund $34.615,347
Costs of Issuance $163.318
$111.335

$34,890,000




SECURITY FOR THE NOTES

General

The Notes are special obligations of the Authority issued under and pursuant to the Trust
Indenture, payable solely from, and equally secured by a pledge of (i) certain proceeds trom the
sale of any notes, bonds or other evidences of indebtedness of the Authority or the City
authorized by law that may be issued in connection with financing the construction, installation
and equipping of the Project, including but not limited to, the Bonds, Refunding Notes and
Completion Notes; (ii) all rentals (except Additional Rental or similar payments to the City that
would not be deemed Base Rental, parking fees and an interim financing fee received by the City
in connection with the Project) received by the City as lessor under the Lease, (iii) all other
revenues, proceeds, benefits, charges, income, profits, receipts, rents or other amounts,
including insurance proceeds, any damages received under the Lease or as a result of
construction contracts or performance guarantees related to the construction, installation or
equipping of the Project on account of delays in the completion of construction of the Project
or failure to complete any portion of the Project, received by or on behalf of the Authority or
the City in connection with the Project, and (iv) all other interest or profits from the investment
of money in any account or fund (other than the Rebate Fund) pursuant to the Trust Indenture
(collectively, the "Revenues”). Subject to the Department’s beneficial use and occupancy of all
or a portion of the Project, Lease Payments commence twenty-five (25) months from the date
of notice to proceed with construction from the Department. Proceeds from the sale of the
Notes are not expected to be sufficient to finance the full cost of the Project. See "SECURITY
FOR THE NOTES - The Lease” for a discussion of the Lease and the obligations of the City
and the Department thereunder.

The Authority, the City and the Department have covenanted and agreed to take such
actions as may be necessary to effectuate the sale and delivery of the Bonds prior to the maturity
of the Notes. In the event the Authority is unable to sell and deliver the Bonds for the timely
payment of the principal and interest on the Notes on their maturity date, the Authority, the City
and the Department have covenanted and agreed to undertake such action to effectuate the sale
and delivery of Refunding Notes pursuant to the terms of the Trust Indenture. In addition, the
Authority may, but is not obligated, to issue notes to refinance the Notes and finance the
completion of the Project (the "Completion Notes") pursuant to the terms of the Trust Indenture.
The Authority, the City and the Department have also covenanted to take all necessary and
reasonable actions to complete or cause the completion of the Project. However, no assurance
can be given as to the availability of proceeds from the sale of the Bonds or Refunding Notes
for the timely payment of the Notes or that the Project will be completed. See "SECURITY
FOR THE NOTES - Consent and Assignment Agreement” and "SPECIAL RISK FACTORS."

- THE NOTES ARE LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE
SOLELY FROM CERTAIN PLEDGED REVENUES AS DESCRIBED HEREIN. THE
NOTES DO NOT REPRESENT OR CONSTITUTE A DEBT OF THE AUTHORITY, THE
CITY, THE DEPARTMENT, THE STATE OR ANY STATE AGENCY WITHIN THE
MEANING OF ANY CONSTITUTIONAL OR STATUTORY LIMITATION, OR A




PLEDGE OF THE FAITH AND CREDIT OF THE AUTHORITY, THE CITY, THE
STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF. NEITHER
THE STATE OF CALIFORNIA NOR ANY POLITICAL SUBDIVISION THEREOF
HAVE AN OBLIGATION TO LEVY OR PLEDGE ANY FORM OF TAXATION, AND
THE OWNERS OF THE NOTES HAVE NO RIGHT TO HAVE EXCISES OR TAXES
LEVIED BY THE STATE LEGISLATURE OR THE CITY FOR THE PAYMENT OF
AMOUNTS DUE ON THE NOTES. THE AUTHORITY HAS NO TAXING POWER.

See the section of this Offering Memorandum entitled "SPECIAL RISK FACTORS" for
a discussion of special factors which should be considered, in addition to the other marters set
forth herein, in considering the investment quality of the Notes. .

Issuance of Bonds

General. The Notes are issued in anticipation of the sale and delivery of the Bonds and
are payable from the proceeds expected 1o be received by the Authority from the sale thereof.
The Bonds, if and when issued, will be issued pursuant to the provisions of the Joint Powers
Act, including Article 4 (commencing with Section 6584) thereof and a Trust Indenture dated
as June 1, 1998 (the "Bond Trust Indenture”) by and between the Authority and the Trustee.
The Bonds will be issued for the purpose of repaying the Notes and to finance the remaining
construction and completion costs of the Project. The Bonds are expected to have a final
maturity date of up to thirty (30) years and all or a portion of the Bonds may be insured by a
municipal bond insurance policy, if available and if certain conditions are satisfied at the time
the Bonds are sold. The Bonds will be payable solely from certain pledged Revenues as
described in the Bond Trust Indenture. Pledged Revenues will primarily consist of Base Rental
payments payable from the Department pursuant to the Lease. See "SECURITY FOR THE
NOTES - Issuance of Bonds - Security For The Bonds."

Covenant to Issue Bonds. The Authority, the City and the Department have covenanted
and agreed 1o take such actions as may be necessary to effectuate the sale and delivery of the
Bonds prior to the maturity of the Notes. See "SECURITY FOR THE NOTES - Consent and
Assignment Agreement.” In furtherance of the foregoing covenant, the Authority and the City
have authorized the sale and delivery of the Bonds pursuant to resolutions adopted by the
Authority’s Board of Directors and City Council, respectively, on June 4, 1998. The Authority
has also authorized the execution and delivery of the Bond Trust Indenture and all other legal
proceedings which must be completed prior to the issuance of the Bonds (including, but not
limited to, the Bond Trust Indenture and related legal documents but excluding the Official
Statement relating to the Bonds which is expected to be prepared prior to the marketing thereof).
Nevertheless, it is possible that the Bonds might not be issued at all, or that they might not be
issued at a time or in an amount adequate to repay the Notes at the maturity thereof. In such
event, it is not expected that funds other than proceeds of Refunding Notes or Completion Notes,
if any, will be available for such purpose. See "SPECIAL RISK FACTORS."

Security For The Bonds. The Bonds will be secured by pledged Revenues as described
in the Bond Trust Indenture. Pledged Revenues will consist primarity of Base Rental payments




payable from the Department pursuant to the Lease. Subject to the Department’s beneficial use
and occupancy of all or a portion of the Project, Lease Payments under the Lease shall
commence twenty-five (25) months from the date of notice to proceed with construction from
the Department. In addition, it is anticipated that the Bonds will also be secured by a Reserve
Fund established pursuant to the Bond Trust Indenture. The Reserve Fund is expected to be
funded in an amount equal to one-haif (1/2) maximum annual debt service payments on the
Bonds. See "SECURITY FOR THE NOTES - The Lease.”

Issuance of Refunding Notes

In the event the Authority is unable to sell and deliver the Bonds by December 1, 1998,
the Authority, the City and the Department have covenanted to take such actions as may be
necessary to effectuate the sale and delivery of Refunding Notes under the Trust Indenture prior
to tht maturity of the Notes. See "SECURITY FOR THE NOTES - Consent and Assignment
Agreement.” Such Refunding Notes will be issued upon such terms and conditions as may be
pres%;ibed by the Authority at the time of issuance and sale of such Refunding Notes, subject
to the requirements of the Joint Powers Act and Trust Indenture. If Refunding Notes are issued,
such notes would be payable solely from Revenues as described herein. See "SECURITY FOR
THE NOTES - General” for a description of Revenues and APPENDIX A--"SUMMARY OF
PRINCIPAL LEGAL DOCUMENTS - The Indenture - Issuance of Bonds or Refunding Notes”
for a summary of the terms and conditions pursuant to which Refunding Notes may be issued.

Issuance of Completion Notes

In addition to the Notes, the Authority may, but is not obligated, to issue Completion
Notes under the Trust Indenture in order to provide sufficient funds to refinance the Notes and
finance the completion of all or a portion of the Project. Completion Notes may be issued in
such principal amounts as shall be determined by the Authority, pursuant to a Supplemental
Indenture executed by the Authority in accordance with the terms of the Trust Indenture. If
Completion Notes are issued, such notes would be secured solely by Revenues as described
herein. See "SECURITY FOR THE NOTES - General” for a description of Revenues and
APPENDIX A--"SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - The Indenture -
Issuance of Completion Notes” for a summary of the terms and conditions pursuant to which
Completion Notes may be issued.

The Lase

General. Under the Lease, the City has leased the Project to the Department and the
City agrees to cause the Project to be designed and constructed on the Site in accordance with
the specifications described in the Lease. The City and its developer partners will serve as
Project developers. Under the Lease, the City has agreed to provide interim and permanent
financing for the Project and, in furtherance thereof, the Authority has agreed to issue the Notes
and the Bonds as described herein. The Lease provides that the City shall hold legal title to the
Project unless the Department exercises its option to purchase the Project. Subject to approval
by the% State Legislature, the Department may at any time during the term of the Lease purchase




