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In the opinion of Orrick, Herrington & Suicliffe LLF, San Francisco, California, Bond Counsel, based upon an analysis of existing laws,
regulations, rulings and court decisions and assuming, among other matters, compliance with certain covenants, interest on the Series B Bonds is
excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from State of
California personal income taxes. In the further opinion of Bond Counsel, interest on the Series B Bonds is not a specific preference item for purposes
of federal individual or corporate alternative minimum taxes, although Bond Counsel observes that it is included in adjusted current earnings in
calculating federal corporate alternative minimum taxable income. Bond Counsel expresses no opinion regarding any other tax consequences related

1o the ownership or disposition of, or the accrual or receipt of interest on, the Series 8 Bands. See “CONCLUDING INFORMATION—Tax
Matters.”

$5,400,000
CITY OF SACRAMENTO
NORTH NATOMAS DRAINAGE COMMUNITY FACILITIES DISTRICT NO. 97-01
SPECIAL TAX BONDS, SERIES B

Daied: Date of Delivery Due: September 1, as shown below

This cover page condains information for quick reference only. It is not a summary of the issue. Prospective purchasers must read the entire
Official Statement to obtain infarmation essential to the making of an informed investment decision.

The City of Sacramento (the “City™) is issuing its North Natomas Drainage Community Facilities District No. 97-01 Special Tax Bonds, Series
B (the “Series B Bonds™) to provide funds to finance the acquisition and construction of drainage facilities to serve property located within the
North Natomas Drainage Community Facilities District No. 97-01 (the “District™) of the City. The City has previously issued its North Natomas
Drainage Community Facilities District No. 97-01 Special Tax Bonds, Series A (the “Series A Bonds™) to finance the acquisition and construction
of drainage facilities to serve property located within the District. Subject to the satisfaction of certain conditions, additional series of bonds
secured on a parity with the Series A Bonds and the Series B Bonds, up o an aggregate principal amount of $35,000,000 (together with the Series
A Bonds and the Series B Bonds, the “Bonds™) may be issued to finance the .acquisition and construction of additional drainage facilities.

Proceeds from the sale of the Series B Bonds will be used (i} to finance the acquisition and construction of certain drainage facilities in the
District, (i) to deposit funds in the Bond Reserve Fund already established upon the issuance of the Series A Bonds, and (jif) to pay costs of
issuance of the Series B Bonds.

Interest on the Series B Bonrds accrues from their date of delivery and is payable on March 1 and September 1 of each year, commencing
March 1, 2001. Principal, premium (if any), and interest due on the Series B Bonds will be paid by the Trustee to DTC or its nominee, which will
in turn remit such payments to its participants (as described herein) for subsequent disbursement to the beneficial owners of interests in the Series
B Bonds.

The Series B Bonds are authorized to be issued pursuant to the Mello-Roos Community Facilities Act of 1982, as amended (Sections 53311
et seq. of the California Government Code) (the “Law™), an indenture dated as of September 1, 1997 (the “Indenture”) by and between the City
and First Trust of California, National Association {now known as U.S. Bank Trust National Association), as trustee thereunder (the “Trustee™),
as supplemented by the first supplemental indenture dated as of May 1, 2000 (the “First Supplemental Indenture” and, together with the
Indenture, the “Indentures™), by and between the City and the Trustee.

The Series B Bonds are payable from the proceeds of an annual Special Tax to be levied on property located within the District and from
certain other funds pledged under the Indentures. See “SECURITY FOR THE SERIES B BONDS” and “APPENDIX A—Rate and Method
of Apportionment of Special Tax.” The Special Taxes are to be collected in the same manner and at the same time as ad valorem property taxes
are collected by the County of Sacramento and, when received, will be placed in the Special Tax Fund established and maintained by the City.
The Speciat Taxes are secured by a lien on the taxable real property within the District and do not constitute a personal indebtedness of the
respective landowners. Accordingly, in the event of delinquency, proceedings may be initiated only against the real property securing the
delinguent Special Taxes. Consequently, the value of the Land within the District is a critical factor in determining the investment quality of the
Series B Bonds. See “SECURITY FOR THE SERIES B BONDS”.

The Series B Bonds will be issued in fully registered form only, and, when executed and delivered, will be registered in the name of Cede
& Co., as nominee of The Deposttory Trust Company, New York, New York (collectively referred to herein as “IDTC”). Ownership interests in
the Series B Bonds may be purchased in book-entry form only, in denominations of $5,000 or any integral multiple thereof. See “THE SERIES
B BONDS" and “APPEND{X H—Book-Entry Only System”.

The Series B Bonds are subject to redemption by the City prier to maturity. See “THE SERIES BE BONDS-—Redemption of Series B
Bonds™.

Neither the faith and credit nor the general taxing power of the City, the County of Sacramento, the State of California, or any political
subdivision thereaf is pledged to the payment of the Series B Bonds. The Series B Bonds are not general obligations of the City bat are limited
obligations payable solely from the proceeds of the Special Tax and certain funds established pursuant to the Indentures end held by the Trustee
or the City, as more fully described hevein.

See “BONDOWNERS’ RISKS” for a discussion of factors that should be considered, in addition to the other matters set forth herein, in
evaluating the investment quality of the Series B Bonds.
MATURITY SCHEDULE
$5,400,000 7.25% Term Bonds due September 1, 2030 Price 100 %

The Series B Bonds are offered when, us and if issued and accepled by the Underwriter subject to the approval as to their legality by Orrick,
Herringion & Swecliffe LLP, San Francisco, California, Bond Counsel, and certain other conditions. Certain legal matters will be passed upon for
the Undenwriter by its counsel, fones Hall, A Professional Law Corporation, Sun Francisco, California. It is aucicipared that the Series B Bonds in
baok-entry Jorm will be available for defivery to DTC in New York, New York on or about fune 14, 2000,
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The purpose of this Official Statement is to supply information to prospective purchasers of the
City of Sacramento North Natomas Drainage Community Facilities District No. 97-01 Special Tax Bonds,
Series B (the “Series B Bonds”) issued by the City of Sacramento (the “City”} pursuant to the Mello-Roos
Community Facilities Act of 1982, as amended, constituting Sections 53311 et seq. of the California
Government Code (the “Law”). This Official Statement is submitted in connection with the sale of the
Series B Bonds and may not be reproduced or used, in whole or in part, for any other purpose.

The information contained in this Official Statement has been obtained from sources that 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 City or Stone & Youngberg LLC (the “Underwriter”). Statements contained in
this Official Statement that involve estimates, forecasts, or other matters of opinion, whether or not
expressly so described herein, are intended solely as such and are not to be construed as representations
of fact. Further, the information and expressions of opinion stated in this Official Statement are subject to
change without notice. Neither the delivery of this Official Statement nor any sale of the Series B Bonds
will, under any circumstances, create any implication that there has been no change in the affairs of the
City or any other parties described herein, or in the condition of property within the North Natomas
Drainage Community Facilities District No. 97-01, since the date of this Official Statement.

All summaries of the indenture dated as of September 1, 1997 (the “Indenture”), by and between
the City and First Trust of California, National Association (now known as U.S. Bank Trust National
Association), as trustee thereunder (the "Trustee"), as supplemented by the first supplemental indenture
dated as of May 1, 2000 (the “First Supplemental Indenture” and, together with the Master Indenture, the
“Indentures”) by and between the City and the Trustee, or other documents are made subject to the
provisions of such documents and do not purport to be complete statements of any or all such provisions.
All references herein to the Indentures and such other documents are qualified in their entirety by
reference to such documents, which are on file with the City, copies of which are available for inspection
at the office of the City Treasurer, 926 J Street, Suite 300, Sacramento, California 95814, telephone number
(916} 264-5168. The City may impose a charge for copying, mailing, and handling. This Official
Statement does not constitute a contract between any Bondowner and the City or the Underwriter.

No dealer, broker, salesperson or other person has been authorized by the City to give any
information or to make any representations other than as contained in this Official Statemnent, and, if
given or made, such other information or representation must not be relied upon as having been given or
authorized by the City or the Underwriter.

This Official Statement does not constitute an offer to sell or a solicitation of an offer to buy in any
state in which such offer or solicitation is not authorized or in which the person making such offer or
solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or
solicitation. The issuance and sale of the Series B Bonds have not been registered under the Securities Act
of 1933 or the Securities Exchange Act of 1934, both as amended, in reliance upon exemptions provided
thereunder by Sections 3 (a) (2) and 3 (a) (12), respectively, for the issuance and sale of municipal
securities.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR
EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE SERIES B
BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.
SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. THE
UNDERWRITER MAY OFFER AND SELL THE SERIES B BONDS TO CERTAIN DEALERS AND
DEALER BANKS AND BANKS ACTING AS AGENT 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 UNDERWRITER.
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OFFICIAL STATEMENT

$5,400,000
CITY OF SACRAMENTO
NORTH NATOMAS DRAINAGE COMMUNITY FACILITIES DISTRICT NO. 97-01
SPECIAL TAX BONDS, SERIES B

INTRODUCTORY STATEMENT
General

The purpose of this Official Statement, which includes the cover page and attached
Appendices, is to provide information concerning the issuance of City of Sacramento North
Natomas Drainage Community Facilities District No. 97-01 Special Tax Bonds, Series B (the
“Series B Bonds”). The Series B Bonds are being issued pursuant to the indenture dated as of
September 1, 1997 {the “Indenture”) by and between the City and First Trust of California,
National Association (now known as U.S. Bank Trust National Association), as trustee (the
"Trustee”), as supplemented by the first supplemental indenture dated as of May 1, 2000 (the
“First Supplemental Indenture” and, together with the Indenture, the “Indentures”) by and
between the City and the Trustee.

This introduction is subject in all respects to the more complete information set forth in
this Official Statement. The descriptions and summaries of various documents do not purport
to be comprehensive or definitive, and reference is made to each document for the complete
details of all terms and conditions. All statements regarding any such document are qualified
in their entirety by reference to such document. All capitalized terms used in this Official
Statement and not otherwise defined have the same meaning as in the Indentures. See
“APPENDIX E - Summary Of The Indentures - Definitions.”

This Official Statement speaks only as of its date, and the information is subject to
change.

Authority For Issuance

The Series B Bonds will be issued pursuant to the Mello-Roos Community Facilities Act
of 1982, as amended, constituting Sections 53311 et seq. of the California Government Code (the
“Law”), the approving vote of the eligible landowner voters of the City of Sacramento North
Natomas Drainage Community Facilities District No. 97-01 (the “District”), and the Indentures.
The eligible landowners in the District have authorized the issuance of bonds (collectively, the
“Bonds”) in an aggregate principal amount not to exceed $35,000,000. The City previously
issued its North Natomas Drainage Community Facilities District No. 97-01 Special Tax Bonds,
Series A (the “Series A Bonds”) in the principal amount of $20,175,000. The Series B Bonds are
the second series of Bonds to be issued pursuant to this authorization. The City expects to issue
one additional series of Bonds secured by the special taxes to be levied in the District. See
“SECURITY FOR THE SERIES B BONDS - Conditions for Issuance of Additional Indebtedness.”
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Purpose Of The Issuance

The Series B Bonds are the second series of Bonds originally authorized by the
landowners in the District to finance the acquisition and construction of storm water drainage
improvements within the District designed to remove the internal 100-year floodplain and
provide capacity in the Reclamation District 1000 canal system for the additional runoff caused
by new development in the District, as well as costs associated with the issuance of the Series B
Bonds. See “FINANCING PLAN - Financing Purpose” and “THE AUTHORIZED FACILITIES
AND THE SERIES B PROJECT.”

Security For The Series B Bonds

The Series B Bonds are secured by a lien on the taxable real property within the District
and by the Bond Reserve Fund.

The Special Tax. Payments of interest on and principal of the Series B Bonds are to be
made from the proceeds of a special tax authorized to be levied annually by the City on all
Taxable Parcels in the District under and pursuant to the Law and the election held in the
District on June 3, 1997 (the “Special Tax"). See “SECURITY FOR THE SERIES B BONDS - The
Special Tax,” “THE DISTRICT - The Special Tax Formula” and “- Special Tax Analysis.”

Bond Reserve Fund. The Indentures establish a Bond Reserve Fund, which is required
to be funded in an amount equal to the Required Bond Reserve, which is equal to the least of
(1) 10% of the original principal amount of the Bonds outstanding, or (ii) Maximum Annual
Debt Service on all Bonds outstanding, or (iii) 125% of Average Annual Debt Service on all
Bonds outstanding. See “SECURITY FOR THE SERIES B BONDS -Bond Reserve Fund.”

Appraised Value of Property Within the District. An appraisal of land within the
District (the “Appraisal”) has been prepared by Bender Rosenthal, Sacramento, California (the
“Appraiser”). Based on the assumptions contained therein, the Appraisal estimated that the
total market value of the property within the District was $385,000,000 as of December 1, 1999.
An executive summary of the Appraisal is attached as Appendix A. See “THE DISTRICT -
Appraisal of Property” for a summary of the Appraisal, the assumptions and methodology
used by the Appraiser, and the appraised value of the property within the District, and “THE
DISTRICT - Value-to-Lien Analysis” for estimated value-to-lien ratios for both developed and
undeveloped property within the District. See also “ADDITIONAL ASSESSMENT AND FEE
BURDEN" for a description of current and anticipated future additional debt or other
obligations secured by liens on the property.

Additional Bonds. Following the issuance of the Series B Bonds, there will be
remaining authorization for the issuance of $9,425,000 principal amount of additional Bonds,
which, if issued, would be secured on a parity with the Series A Bonds and the Series B Bonds.
See “SECURITY FOR THE SERIES B BONDS - Conditions for Issuance Of Additional
Indebtedness”.

Limited Obligation. Neither the full faith and credit nor the general taxing power of
the City, the County of Sacramento, the State of California, or any political subdivision thereof
is pledged to the payment of the Series B Bonds. The Series B Bonds are not general obligations
of the City but are limited obligations of the City payable solely from the proceeds of the Special
Tax and other sources described in the Indentures.

b
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Risk Factors

Certain events could affect the ability of the City to pay debt service on the Series B
Bonds when due. See “BONDOWNERS’ RISKS” for a discussion of certain factors that should
be considered, in addition to other matters set forth herein, in evaluating an investment in the
Series B Bonds.

Tax Status

Orrick, Herrington & Sutcliffe LLP, San Francisco, California (“Bond Counsel”), will
provide an opinion to the effect that, based upon an analysis of existing laws, regulations,
rulings and court decisions and assuming, among other matters, compliance with certain
covenants, interest on the Series B Bonds is excluded from gross income for federal income tax
purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from State of
California personal income taxes, and further, interest on the Series B Bonds is not a specific
preference item for purposes of federal individual or corporate alternative minimum taxes,
although Bond Counsel observes that it is included in adjusted current earnings in calculating
federal corporate alternative minimum taxable income. Bond Counsel expresses no opinion
regarding any other tax consequences related to the ownership or disposition of, or the accrual
or receipt of interest on, the Series B Bonds. See “CONCLUDING INFORMATION - Tax
Matters.”

Professionals Involved In The Offering

U.S. Bank Trust National Association, San Francisco, California, will serve as Trustee
with respect to the Series B Bonds. The Series B Bonds will be delivered subject to approval as
to their validity by Bond Counsel. Certain legal matters will be passed upon for the
Underwriter by its counsel, Jones Hall, a Professional Law Corporation, San Francisco,
California. An appraisal of land within the District has been prepared by Bender Rosenthal,
Sacramento, California. Economic & Planning Systems, Inc., Sacramento, California, has served
as special tax consultant to the City for the financing. The Meyers Group, Pleasanton,
California, has served as the market consultant to the City for the financing.

Continuing Disclosure

The City and certain landowners separately and independently have covenanted for the
benefit of the Bondowners to provide annually certain financial information and operating data
relating to the District (the “Annual Reports”), and to provide notices of the occurrence of
certain enumerated events, if material. The specific nature of the information to be contained in
the Annual Report and the notices of material events is set forth below in “APPENDIX F -
Forms Of Continuing Disclosure Certificates.” See also “CONCLUDING INFORMATION -
Continuing Disclosure.”
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FINANCING PLAN
Financing Purpose

The Series B Bonds are being issued to provide funds to pay the costs of a portion of the
facilities originaily authorized to be financed by the District (the “Authorized Facilities”), which
included storm water drainage improvements within the District (constituting levees, channel
improvements, pumping plants) and all necessary related facilities and rights in real and
personal property, and land for habitat mitigation. The particular Authorized Facilities to be
financed with the Series B Bonds consist of storm drainage improvements, including pipelines
and pump stations, designed to remove the internal 100-year flood plain and provide capacity
in the Reclamation District 1000 canal system for the additional runoff caused by new
development in the District. The Series B Bonds are the second series of Bonds originally
authorized by the landowners in the District. The proceeds of the Series A Bonds funded
Authorized Facilities that included levees, channel improvements and pumping plants. See
“THE AUTHORIZED FACILITIES AND THE SERIES B PROJECT” for a further description of
the Authorized Facilities, the specific Authorized Facilities to be constructed with Series B Bond
proceeds, and estimated sources and uses of construction funds.

Estimated Sources and Uses of Funds

Proceeds from the sale of the Series B Bonds will be used (i) to finance the acquisition
and construction of drainage facilities for the District (see “THE AUTHORIZED FACILITIES
AND THE SERIES B PROJECT"), (ii) to deposit funds in the Bond Reserve Fund already
established upon the issuance of the Series A Bonds, and (iii) to pay costs of issuance of the
Series B Bonds. The following table sets forth the estimated sources and uses of funds for these
purposes. See also “APPENDIX E - Summary Of The Indentures - Funds.”

TABLE 1
ESTIMATED SOURCES AND USES OF FUNDS
City of Sacramento
North Natomas Drainage
Community Facilities District No. 97-01
Special Tax Bonds, Series B

OQURCES OF FUNDS

Principal amount of the Series B Bonds $5,400,000.00
Iess Underwriter’s discount (122,614.00)
Total Sources of Funds $5,277,386.00

USES OF FUNDS
Authorized Facilities [1] $4,511,788.50
Bond Reserve Fund [2] 471,097.50
Costs of Issuance {3] 294,500.00
Total Uses of Funds $5,277,386.00

f1]  Will be deposited in the Acquisition and Construction Fund established under the Indenture.

[2] Equal to the amount required to be deposited into the existing Bond Reserve Fund to satisfy the Required Bond
Reserve under the Indentures.

[3] Will be deposited in the Acquisition and Construction Fund established under the Indentures. Includes, among
other things, the fees and expenses of Bond Counsel, the cost of printing the Preliminary and final Official
Statements, fees and expenses of the Trustee, the cost of the Appraisal, and the fees of the Spacial Tax Consultant
and the Market Consultant.
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THE SERIES B BONDS

Authority For Issuance

The Mello-Roos Community Facilities Act of 1982, as amended, constituting Sections
53311, et seq., of the California Government Code {the “Law"), was enacted by the California
Legislature to provide an alternate method of financing certain public capital facilities and
services, especially in developing areas of the State of California (the “State”). Once established,
a community facilities district is a legally constituted governmental entity within defined
boundaries, with the governing board or legislative body of the local agency that established
the district acting on its behalf. Subject to approval by a two-thirds vote of qualified electors
and compliance with the provisions of the Law, a legislative body of a local agency may issue
debt securities for a community facilities district and may levy and collect a special tax within
such district to repay such indebtedness.

Pursuant to the Law, on March 4, 1997, the City Council (the “City Council”) of the City
of Sacramento (the “City”) adopted Resolution No. 97-108 establishing the City of Sacramento
North Natomas Drainage Community Facilities District No. 97-01 (the “District”) and calling an
election on June 3, 1997, to authorize the issuance of bonds and the levying of a special tax
within the District.

On June 3, 1997, the eligible landowner voters of the District, by more than a two-thirds
majority, authorized the issuance of not to exceed $35,000,000 principal amount of bonds (the
“Bonds”} to finance the acquisition and construction of the Authorized Facilities, and approved
the maximum rate and method of apportionment of a special tax (the “Special Tax”) to pay debt
service on Bonds issued to finance the Authorized Facilities. The Series B Bonds are the second
series of Bonds to be issued pursuant to this authorization. The City expects to issue one
additional series of Bonds. See “SECURITY FOR THE SERIES B BONDS - Conditions for
Issuance Of Additional Indebtedness” herein. The Series B Bonds are being issued pursuant to
a resolution by the City Council of the City (the “Resolution”} adopted on May 16, 2000.

Description Of The Series B Bonds

The Series B Bonds will be issued in fully registered form without coupons in the
denomination of $5,000 or any integral multiple thereof. All of the Series B Bonds, when issued,
will be registered in the name of Cede & Co., as nominee of The Depository Trust Company
(“DTC™), New York, New York, which will act as securities depository for the Series B Bonds
(see “APPENDIX H - Book-Entry Only System”). Purchasers will not receive physical
certificates representing their interests in the Series B Bonds.

The Series B Bonds will be dated the date of their delivery and will mature on the dates
and in the principal amounts and will bear interest at the rates per annum set forth on the cover
page of the Official Statement. Interest on the Series B Bonds will accrue from their delivery
date, and will be payable on March 1, 2001, and semiannually thereafter on March 1 and
September 1 each year (each an “Interest Payment Date”). Interest will be computed on the
basis of a 360-day year consisting of twelve 30-day months.

Principal of and interest on the Series B Bonds will be paid by the Trustee to DTC for
subsequent disbursement to DTC Participants, who will remit such payments to the beneficial
owners of the Series B Bonds. See APPENDIX H - “Book-Entry-Only System.”



Redemption Of Series B Bonds

Optional Redemption. The Series B Bonds are subject to optional redemption by the
City prior to maturity, as a whole or in part, on any Interest Payment Date on or after
September 1, 2009, from money derived by the City from any source (except prepayments of
Special Taxes or amounts on deposit in the Series B Sinking Fund Account established under
the First Supplemental Indenture), at the following redemption prices, expressed as a
percentage of the principal amount to be redeemed, plus accrued interest to the redemption
date:

Redemption Dates - Redemption Price
September 1, 2009, or March 1, 2010 102%
September 1, 2010, or March 1, 2011 101%
September 1, 2011, or thereafter 100%

Extraordinary Redemption. The Series B Bonds are subject to extraordinary
redemption by the City prior to maturity as a whole or in part on any Interest Payment Date,
solely from money derived by the City from prepayments of Special Taxes by property owners,
at the redemption prices shown in the table below (computed on the principal amount of the
Series B Bonds or portions thereof called for redemption), plus accrued interest to the
redemption date.

Redemption Dates Redemption Price
Before September 1, 2009 103%
September 1, 2009, or March 1, 2010 102%
September 1, 2010, or March 1, 2011 101%
September 1, 2011 or thereafter : 100%

Mandatory Sinking Fund Redemption. The Series B Bonds are subject to mandatory
redemption by the City prior to maturity in part on each September 1 as specified below, in
each case solely from moneys on deposit in the Series B Sinking Fund Account established
under the First Supplemental Indenture, at a redemption price equal to the principal amount
thereof to be redeemed, together with accrued interest to the date fixed for redemption, without
premium, as follows:

Redemption Date Principal Amount Redemption Date Principal Amount
(September 1) Redeemed {September 1) Redeemed
2016 $10,000 2024 $20,000
2017 10,000 2025 20,000
2018 15,000 2026 20,000
2019 10,000 2027 20,000
2020 10,000 2028 1,620,000
2021 10,000 2029 1,740,000
2022 15,000 2030 1,865,000

2023 15,000
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Selection of Series B Bonds for Redemption. If less than all of the Series B Bonds
outstanding are to be redeemed at any one time, the City shall select the maturity dates from
which the Series B Bonds are to be redeemed. If less than all of the outstanding Series B Bonds
of any one maturity date are to be redeemed at any one time, the Series B Bonds or portions
thereof in integral multiples of $5,000 to be redeemed shall be determined by the Trustee by lot
in any manner that it deems appropriate.

Notice of Redemption. Notice of redemption prior to maturity shall be given by mail
not less than 30 nor more than 90 days prior to the date fixed for redemption to (i) the respective
registered owners of all Series B Bonds selected for redemption in whole or in part, (ii) all
securities depositories and securities information services selected by the City in accordance
with the Indentures, and (iii) the Underwriter.

Each notice of redemption shall state the date of such notice, the Series B Bonds to be
redeemed, the date of issue of such Series B Bonds, the redemption date, the redemption price,
the place or places of redemption (including the name and appropriate address or addresses of
the Trustee), the CUSIP number (if any) of the maturity or maturities, and if less than all of any
such maturity, the numbers of the Series B Bonds of such maturity to be redeemed, and, in the
case of the Series B Bonds to be redeemed in part only, the respective portions of the principal
amount thereof to be redeemed. The notice shall also state that interest on such Series B Bonds
or the portions thereof redeemed will not accrue from and after the redemption date.

Neither failure to receive the notice nor any immaterial defect in the notice shall affect
the sufficiency or validity of the proceedings for the redemption of the Series B Bonds.

So long as Cede & Co., as nominee of DTC, continues to be the registered owner of the
Series B Bonds, any notices of redemption will be given only to Cede & Co., as nominee of DTC,
and not to DTC, DTC Participants or Beneficial Owners. See “APPENDIX H - Book-Entry Only
Systemn.” _

Effect of Redemption. If notice of redemption is given as provided in the Indentures
and the amount necessary for the payment of the redemption price is held by the Trustee, then
the Series B Bonds, or portion thereof, designated for redemption shall become due and payable
at the redemption prices thereof and interest thereon shall cease to accrue.

7




Debt Service Schedule
The table below sets forth the scheduled debt service payments for the Bonds.

TABLE 2
DEBT SERVICE SCHEDULE
City of Sacramento
: North Natomas Drainage
i Community Facilities District No. 97-01

: Special Tax Bonds
: Payment Date Series A Series B Series B - Series B Total

: (September 1) Debt Service Principal Interest Debt Service Debt Service

-3
2001 $1,598,575 $0- $475,237.50 $475,237.50 2,073,812.50
: 2002 1,600,150 -0- 391,500.00 391,500.00 1,991,650.00
; 2003 1,600,385 -0- 391,500.00 391,500.00 1,591,885.00
0§ 2004 1,599,280 0 391,500.00 391,500.00 1,990,780.00
» i ' 2005 1,601,835 0- 391,500.00 391,500.00 1,993,335.00
2006 1,602,715 -0- 391,500.00 391,500.00 1,994,215.00
2007 1,601,920 Q- 391,500.00 391,500.00 1,993,420.00
2008 1,599,450 -0- 391,500.00 391,500.00 1,990,950.00
2009 1,600,305 ~0- 391,500.00 351,500.00 1,991,805.00
2010 1,559,150 -0- 391,500.00 391,500.00 1,990,650.00
= B 2011 1,600,985 -0 391,500.00 391,500.00 1,992,485.00
Rt B 2012 1,600,475 -0- 391,500.00 391,500.00 1,991,975.00
- 2M3 1,597,620 0- 391,500.00 391,500.00 1,989,120.00
; 2014 1,597,420 -0- 391,500.00 391,500.00 1,988,520.00
F 2M5 1,599,540 -0- 391,500.00 391,500.00 1,991,040.00
g ; 2016 1,598,645 10,000.00 391,500.00 401,500.00 2,000,145.00
M7 1,599,735 10,000.00 390,775.00 400,775.00 2,000,510.00
2 ? 2018 1,597,475 15,000.00 390,050.00 405,050.00 2,002,525.00
' 2019 1,601,450 10,000.00 388,962.50 398,962.50 2,000,412.50
§ 2020 1,601,375 10,000.00 388,237.50 398,237.50 1,999,612.50
% 2021 1,602,250 10,000.00 387,512.50 397,512.50 1,999,762.50
: % : 2022 1,598,738 15,000.00 386,787.50 401,787.50 2,000,525.00
3 2023 1,600,838 15,000.00 385,700.00 400,700.00 2,001,537.50
: ! 2024 1,597,875 20,000.00 38461250 404,612.50 2,002,487.50
; 2025 1,599,850 20,000.00 383,162.50 403,162.50 2,003,012.50
t 2026 1,601,088 20,000.00 381,712.50 401,712.50 - 2,002,800.00
§ 2027 1,601,250 20,000.00 380,262.50 400,262.50 2,001,512.50
i 2028 -0- 1,620,000.00 378,812.50 1,998,812.50 1,998,812.50
} 2029 -0- 1,740,000.00 261,362.50 2,001,362.50 2,001,362.50
:{ 2030 =0- 1.865.000.00 135.212.50 2.000,212.50 2,000,212.50
% TOTAL $43,200,372.50 $5,400,000.00 $11,370,900.00 $16,770,900.00 $59,971,272.50
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SECURITY FOR THE SERIES B BONDS

The Series B Bonds are secured by a lien on the taxable real property within the District
and by the Bond Reserve Fund, as further discussed below.

Limited City Obligation

Neither the full faith and credit nor the general taxing power of the City, the
County of Sacramento, the State of California, or any political subdivision thereof is
pledged to the payment of the Series B Bonds. The Series B Bonds are not general
obligations of the City but are limited obligations of the City payable solely from the
proceeds of the Special Tax and other sources described in the Indenture.

The Special Tax

Levy of the Special Tax. The City Council will levy the Special Tax against property
within the District on an annual basis according to the Rate and Method of Apportionment (the
“Special Tax Formula”) set forth in APPENDIX D. Pursuant to the Indentures, so long as any
Bonds are outstanding, the City is required annually to levy the Special Tax, subject to the
maximum tax rates approved by the landowner voters, against all Taxable Parcels in the District
and to make provision for the collection of the Special Tax in amounts that will be sufficient,
after making reasonable allowances for contingencies, errors in the levy and anticipated
delinquencies, to pay principal and interest on the Bonds as they become due, to replenish the
Bond Reserve Fund to the Required Bond Reserve as necessary and to pay all current expenses
(constituting generally the administrative costs of the District} as they become due and payable.

In the opinion of Bond Counsel, the Special Tax is excepted from the tax rate limitation
of California Constitution Article XIIIA pursuant to Section 4 thereof as a “special tax”
authorized by a two-thirds vote of the qualified electors as set forth in the Law. Consequently,
the City has the power and is obligated to cause the levy and collection of the Special Tax in an
amount determined. according to the Special Tax Formula, which the City Council and the
eligible landowner electors within the District have approved.

The Law prohibits the City Council from adopting a resolution to initiate proceedings to
reduce the rate of the Special Tax or terminate the levy of the Special Tax unless the City
Council determines that the reduction or termination of the Special Tax “would not interfere
with the timely retirement” of outstanding Bonds secured by the Special Tax.

Manner of Collection. The Special Tax will be collected in the manner and at the same
time as ad valorem property taxes are collected by the County of Sacramento (the “County”)
and, except as described below under the caption “Delinquent Payments of Special Tax:
Covenant for Foreclosure,” shall be subject to the same penalties and the same procedures, sale
and lien priority in the case of delinquency as is provided for ad valorem property taxes.

Taxes are levied by the County for each fiscal year on taxable real property that is
situated in the County as of the preceding January 1. For collection purposes, property is
classified either as “secured” or “unsecured” and is listed accordingly on separate parts of the
assessment roll. The “secured roll” is that part of the assessment roll containing State-assessed
public utilities property and real property having a tax lien that is sufficient, in the opinion of
the County Assessor, to secure payment of the taxes. Other property is assessed and collected
on the “unsecured roll.”
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Property taxes on the secured roll are due in two installments, on November 1 and
February 1 of each fiscal year. If unpaid, such taxes become delinquent on December 10 and
April 10, respectively, and a 10% penalty attaches to any delinquent payment. Property on the
secured roll with respect to which taxes are delinquent become tax defaulted on June 30 of the
fiscal year, and such property may thereafter be redeemed by payment of a penalty of 1.5% per
month to the date of redemption, together with the defaulted taxes, the delinquency penalty,
costs, and a redemption fee. If taxes are unpaid for a period of five years or more, the property
is subject to auction sale by the County.

In the event the County Assessor determines that the total property taxes assessed
against a given parcel exceed the value of that parcel and, therefore, the tax lien against the
parcel is not sufficient to secure payment of property taxes owed, the parcel will be transferred
to the unsecured roll for assessment and collection. Property taxes on the unsecured roll are
due as of the lien date and become delinquent, if unpaid, on August 31. A 10% penalty attaches
to delinquent unsecured taxes. If unsecured taxes are unpaid at 5:00 p.m. on October 31, an
additional penalty of 1.5% attaches to them on the first day of each month until paid. The
County has four ways of collecting delinquent unsecured property taxes: (1) bringing a civil
action against the taxpayer; (2) filing a certificate in the office of the County Clerk specifying
certain facts in order to obtain a lien on certain property of the taxpayer; (3) filing a certificate of
delinquency for record in the County Clerk and County Recorder’s office in order to obtain a
lien on certain property of the taxpayer; and (4) seizing and selling personal property,
improvements, or possessory interests belonging or assessed to the assessee.

Teeter Plan. In June 1993, the Board of Supervisors of the County approved the
implementation of the Alternative Method of Distribution of Tax Levies and Collections and of
Tax Sale Proceeds (the “Teeter Plan”), as provided for in Section 4701 et seq. of the California
Revenue and Taxation Code. Under the Teeter Plan, the County apportions secured property
taxes on an accrual basis (irrespective of actual collections) to local political subdivisions for
which the County acts as the tax-levying or tax-collecting agency. The Teeter plan was effective
for Fiscal Year commencing July 1, 1993, and pursuant to the Teeter Plan the County purchased
all delinquent receivables (comprising delinquent taxes, penalties, and interest) that had
accrued as of June 30, 1993, from local taxing entities and selected special assessment districts
and cornmunity facilities districts. Under the Teeter Plan, the County distributes tax collections
on a cash basis to taxing entities during the fiscal year and at year-end distributes 100% of any
taxes delinquent as of June 30th to the respective taxing entities and those special assessment
districts and community facilities districts (and individual parcels within each district) that the
County determines are eligible to participate in the Teeter Plan. The County may make such
eligibility determinations on an annual basis, and may exclude a district or individual parcel
that had previously been included in the plan. The County has the discretion to determine
which delinquent assessments will be paid through the Teeter Plan on a case-by-case basis.
There can be no assurance that the County will decide that any given delinquent assessment is
eligible for the Teeter Plan. In the event the County determines that delinquent Special Taxes
are not eligible for the Teeter Plan, the City retains the authority to collect such delinquencies by
way of informal collection efforts and judicial foreclosure actions, as described below.

Special Tax is not a Personal Obligation. Although the Special Tax will constitute a
lien on property subject to taxation within the District, it does not constitute a personal
indebtedness of the owners of such property. There is no assurance that the owners will be
financijally able to pay the annual Special Tax or that they will pay such tax even if financially
able to do so. The risk of the property owners not paying the annual Special Tax is more fully
described in “BONDOWNERS’ RISKS - Collection of the Special Tax.” '

10
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Deposit of Taxes Collected. Pursuant to the Indentures, all proceeds of the annual
Special Tax are to be deposited in the Special Tax Fund established by the Indentures, and first
applied to the Redemption Fund to pay bond debt service payments on all outstanding Bonds,
then to the Bond Reserve Fund to the extent necessary to replenish the Bond Reserve Fund to
the Required Bond Reserve, and then to the Expense Fund to pay administrative costs of the
District. All money remaining in the Special Tax Fund on September 1 of each year after the
applications of funds described above have been made is to be deposited in the Community
Facilities Fund, and expended by the City for the payment of costs of the acquisition and
construction of the Authorized Facilities or otherwise for the benefit of the District in
accordance with the Law. The City will use certain amounts in the Community Facilities Fund
to repay an internal City loan to be made at the closing, which will be applied toward the costs
of acquiring and constructing the Authorized Facilities. See “THE AUTHORIZED FACILITIES
AND THE SERIES B PROJECT - The Series B Project.”

Special Tax Formula. The Special Tax Formula is used to allocate the amount of the
Special Tax that is needed to be collected each fiscal year among the Taxable Parcels within the
District, based upon the development status of the Taxable Parcels and their location, subject to
a maximum tax rate that may be levied against each category of Taxable Parcel. The Special Tax
Formula is set forth in full in APPENDIX D; see “THE DISTRICT - The Special Tax Formula” for
a synopsis of the Special Tax Formula.

Bond Reserve Fund

Pursuant to the Indentures, the Trustee established a Bond Reserve Fund at the time of
issuance of the Series A Bonds, and maintains in the Bond Reserve Fund an amount equal to the

- Required Bond Reserve for the Bonds. The Required Bond Reserve is an amount equal to the

least of (i) 10% of the original principal amount of the Bonds outstanding, or (ii) the Maximum
Annual Debt Service on the Bonds outstanding, or (iii) 125% of Average Annual Debt Service on
the Bonds outstanding. The proceeds of the sale of the Series B Bonds will fund an additional
deposit in the Bond Reserve Fund necessary to increase the amount therein to the Required
Bond Reserve.

The Indentures also provide that the Required Bond Reserve (or any portion thereof)
may be satisfied by the provision of (i) one or more policies of municipal bond insurance issued
by a municipal bond insurer, (ii) surety bonds issued by a2 municipal bond insurer, or (iii) a
letter of credit issued by a bank. In each case, such municipal bond insurance policy, surety
bond or letter of credit must have a rating at the time of issuance equal to “Aaa” or higher
assigned by Moody’s and “AAA” or higher assigned by Standard & Poor’s.

Delinquent Special Taxes; Covenant To Foreclose

Sale of Property for Nonpayment of Taxes. The Indentures provide that the Special
Tax is to be collected in the same manner as ordinary ad valorem property taxes are collected
and, except as provided in the special covenant for foreclosure described below and in the Law,
is to be subject to the same penalties and the same procedure, sale and lien priority in case of
delinquency as is provided for ad valorem property taxes. Pursuant to these procedures, if
taxes are unpaid for a period of five years or more, the property is subject to sale by the County.

Accelerated Foreclosure. Pursuant to Section 53356.1 of the Law, if any payment of the
Special Tax for a Taxable Parcel is delinquent, the City may order the institution of a court
action to foreclose the lien on the Taxable Parcel within specified time limits. In such an action,
the real property subject to the unpaid amount may be sold at judicial foreclosure sale. The
ability of the City to foreclose the lien of delinquent unpaid Special Taxes may be limited in
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certain instances and may require prior consent of the property owner if the property is owned
by or in receivership of the Federal Deposit Insurance Corporation (the “FDIC"). See
“BONDQOWNERS' RISKS -Bankruptcy and Foreclosure Delays” herein.

Such judicial foreclosure action is not mandatory. However, the City has covenanted
that the City Treasurer will review the County’s records in connection with the collection of the
Special Tax not later than October 1 of each year to determine the amount of Special Tax
collected in the prior fiscal year. If the amount of Special Tax collected for the prior fiscal year is
less than 95% of the amount levied, then the City will, not later than the succeeding December 1,
institute civil actions to foreclose the liens securing the delinquent installments of the Special
Tax and will diligently prosecute the actions to judgment and sale. The City will in any case
institute foreclosure proceedings against any parcel that is delinquent by more than $1,000 in
payments of the Special Tax at the end of the fiscal year in which the levy was placed on the tax
roll for collection. (The City need not pursue foreclosure against any property for which it has
received Special Tax installments pursuant to the Teeter Plan.)

Subject to the maximum rates, the Special Tax Formula is designed to generate from all
non-exempt property within the District the current year's debt service, administrative
expenses, and replenishment of the Bond Reserve Fund to the Required Bond Reserve,
including an amount equal to the prior year’s delinquencies. Flowever, if foreclosure
proceedings are necessary, and the Bond Reserve Fund has been depleted, there could be a
delay in payments to Bondowners pending prosecution of the foreclosure proceedings and
receipt by the City of the proceeds of the foreclosure sale.

Priority of Lien. The Law specifies that the Special Tax will have the same lien priority
as ad valorem property taxes in the case of delinquency but does not further specify the priority
relationship, if any, between the Special Tax and other special taxes and ad valorem taxes on a
taxed parcel. The City (and other jurisdictions) may levy additional special taxes to finance
other infrastructure needed for the development of the North Natomas area. See
#ADDITIONAL ASSESSMENT AND FEE BURDEN” and “SECURITY FOR THE SERIES B
BONDS - Conditions for Issuance Of Additional Indebtedness”.

If foreclosure proceedings were ever instituted, any holder of a mortgage or deed of
trust on the affected property could, but would not be required to, advance the amount of the
delinquent Special Tax payment to protect its security inferest.

Sufficiency of Foreclosure Sale Proceeds. No assurances can be given that the real
property subject to a judicial foreclosure sale will be sold or, if sold, that the proceeds of sale
will be sufficient to pay any delinquent Special Tax installment. The Law does not require the
City to purchase or otherwise acquire any lot or parcel of property sold if there is no other
purchaser at such sale. Section 53356.6 of the Law requires that property sold pursuant to
foreclosure under the Law be sold for not less than the amount of judgment in the foreclosure
action, plus post-judgment interest and authorized costs, unless the consent of the owners of
75% of the outstanding Bonds is obtained.

Delinguency History. No outstanding delinquencies in the collection of the Special Tax
were reported as of the end of Fiscal Year 1998-99. The County has reported that, as of as of
April 10, 2000, the delinquency rate for the first installment of the Fiscal Year 1999-00 Special
Tax collections (i.e., the installment due on December 10, 1999) was 9.38% of the Special Taxes
owing. Substantially all of the delinquent amount is attributable to two property owners,
Northpointe Park, LLC and Borden Ranch Partnership. The County has reported that the
delinquency is due to a dispute over assessed property values, and that an agreement with the
property owners has been reached and is in the internal County approval process. The County
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anticipates that revised property tax bills reflected the agreed valuations will be issued to
Northpointe Park, LLC and Borden Ranch Partnership in due course.

Conditions for Issuance of Additional Indebtedness

The landowner voters within the District have authorized the issuance of $35,000,000
principal amount of Bonds to finance the cost of the Authorized Facilities and the expenses
associated with the issuance of the Bonds. The Series A Bonds were issued on October 2, 1997
in the original principal amount of $20,175,000. Thus, there will be $9,425,000 principal amount
of Bond authorization remaining after the issuance of the Series B Bonds. The Series B Bonds
are the second of three series of Bonds expected to be issued under the authorization. The
District Financing Plan Report (the “CFD Financing Plan Report”) prepared at the time of the
formation of the District contemplated the issuance of the balance of the authorized Bonds in
fwo series to fund additional drainage improvements. The third series of Bonds is expected to
be issued after 2006. (In addition to the three series of Bonds expected to be issued to provide
funds for the construction and acquisition of the Authorized Facilities, the City may issue
refunding Bonds, which, upon satisfaction.of certain conditions under the Law, will not count
against the total Bond authorization.)

The City will issue no additional series of Bonds (including refunding Bonds) secured on
a parity with the Series B Bonds unless and until all of the following conditions are satisfied:

(a) the City authorizes the issuance of such series of Bonds pursuant to the Law
and the Indenture by a supplemental indenture providing for the form, execution and
issuance of bonds (a “Supplemental Indenture”) consistent with the Law and that, in
addition, is either consistent with the Indenture, or does not adversely affect the rights
and interests of bondholders under the Indenture;

(b) the City is in compliance with all agreements, conditions, covenants and
terms contained in the Indenture and any Supplemental Indentures;

(c) the City increases the amount on deposit in the Bond Reserve Fund to the
Required Bond Reserve;

(d) the City certifies that (1) the Special Tax proceeds that would be available to
the City if the Special Tax were to be levied and collected at its Maximum Rate and
amount on all Taxable Parcels would be equal to at least 110% of the maximum annual
debt service on all Bonds to be outstanding after the issuance of the additional series of
Bonds and (2) with respect to the period of time preceding the receipt of Special Tax
proceeds as calculated above, the proceeds of the Special Tax anticipated to be available
and funds from any other source (including any capitalized interest) would be equal to
at least 100% of the debt service on all Bonds to be outstanding during such period; and




(e) the City certifies that the aggregate fair market value of the undeveloped
Taxable Parcels, as shown on the most recent equalized assessment roll of the County or
by a current MAI appraisal, is at least three times the sum of the liens allocable to such
parcels from (1) all Bonds to be outstanding after the issuance of the additional series of
Bonds, plus (2) all special assessment bonds then outstanding and payable from
assessments to be levied on such Taxable Parcels, plus (3) the proportion of the
aggregate principal amount of other community facilities district bonds then
outstanding that are payable from special taxes to be levied on such Taxable Parcels;

’- provided, that the City may also issue additional Bonds if, after the issuance and delivery of
such Bonds, (1) none of the Bonds theretofore issued shall be outstanding or (2) the total debt
7 service in each year thereafter until all of the Bonds are retired is not increased. Defeased
i Bonds, or Bonds in exchange for or in lieu of which other Bonds have been delivered, shall not
: be considered outstanding.
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ADDITIONAL ASSESSMENT AND FEE BURDEN

Additional Mello-Roos And Assessment Districts

The 1994 North Natomas Financing Plan, adopted by the City Council on August 9,
1994, has been revised and updated by the North Natomas Financing Plan Update, adopted by
the City Council on August 17, 1999 (collectively, the “North Natomas Financing Plan”). It
estimates that the infrastructure required for the North Natomas Community Plan Area will
total approximately $923.1 million, of which approximately $135.7 million would be funded by
federal, State, and regional sources (the latter of which includes the City, the County, regional
transit and school districts), and $787.4 million would be funded by North Natomas
development-related financing sources, which include {i) special taxes derived from community
facilities districts, and (ii) development impact fees. See “APPENDIX I - North Natomas
Planning Area.” One premise of the North Natomas Financing Plan is that the infrastructure
needed to support development within the North Natomas Community Plan Area will be
financed primarily with development impact fees, and that special taxes will be assessed only if
development impact fees are not generated in sufficient amounts or within a time frame
necessary to finance this infrastructure.

The following table sets forth the other assessment and community facilities districts
having bonded indebtedness that constitutes a lien on property within the District, and the
outstanding lien amounts for each district. The outstanding lien amounts have been calculated
as of September 2000 except for the SAFCA Assessment Districts, as indicated below. Because
the District generally encompasses a larger area than any of these overlapping assessment and
community facilities districts, the burdens imposed by these districts are also shown for each
Quadrant within the District. All figures have been rounded to the nearest hundred. See the
Table entitled “Analysis Of Taxes And Assessments As A Percent Of Sales Price” for the
estimated burden of other bonded indebtedness on single typical residential lots within each
Quadrant. See “THE DISTRICT - Anticipated Issuance of Additional Overlapping
Indebtedness” for a description of additional series of bonds with overlapping liens that the
City anticipates will be issued by the end of 2000. See also “THE DISTRICT - Value to Lien
Analysis” for a summary of total assessment and special tax liability and value to lien ratios for
the property in the District.




TABLE 3
DIRECT AND OVERLAPPING BONDED DEBT
City of Sacramento
North Natomas Drainage
Community Facilities District No. 97-01

Special Tax Bonds
_ District Quadrant 1 Quadrant 2 Quadrant 3 Quadrant 4 Total
: North Natomas CFD No. 97-01 $4,349,000 $14,450,500 $1,513,500 $4,756,900 $25,069,900
: SAFCA Assessment District No. 1 [1] 55,300 48,900 5,500 48,200 157,900
{ SAFCA Assessment District No. 2 {1] 959,200 1,009,300 165,300 538,200 2,672,000
3 Assessment District No. 88-03 {2] 23,155,000 -0- -0- -0- 23,155,000
¢ North Natomas CFD No. 2 [3] 4,930,000 -0- -0- -0- 4,930,000
3 North Natomas CFD No. 4 [4] 0- 16,215,000, o -0- 116,215,000
i North Natomas CFD No. 99-04 [5] 0- -0 -0- 2,805,000 2,505,000
i CFD No. 95-01 [6] : 420,800 -0 0 -0- 420,800
! CFD No. 9502 {7)] 2,085.000 o 0 0 2,085,000
; TOTAL $35,954,300 $31,723,700 $1,684,300 $8,148,300 $77,510,600
§ [1] Represents assessments by the Sacramento Area Flood Control Agency Assessment District No. 1

and No. 2 ( “SAFCA”). OQutstanding lien amounts as of October 1999 and November 1999,

respectively. :

2] Bond proceeds were used for roadway, water, sewer, drainage and street lights around Arco
Arena. Lien affects non-residential property only.

[31 Bond proceeds were used for drainage improvements for drainage Basin 5, including a water

conveyarce system and pump station. Excludes lease revenue bonds of $2.9 million secured by

lease payments derived from the Stadium Parcel, a parcel in the District currently owned by the

City and exempt from the Special Taxes, but which could become subject to the Special Taxes if

sold or leased to a non-public entity.

- [4] Bond proceeds were used for drainage improvements for drainage Basins 1 and 4, including a

E water detention basin, conveyance system and pump station. The City anticipates that an
additional series of bonds will be issued in the summer of 2000.

(5] Bond proceeds were used for drainage improvements for drainage Basin 8C, including a water
detention basin and conveyance system. The City anticipates that an additional series of bonds

2 will be issued by the end of 2000.
P [6] Bond proceeds were used to finance the City’s Development Fee Financing Program for

- Commercial and Industrial Development Projects. Lien affects non-residential property only.

7} Bond proceeds were used to prepay special assessments levied by Assessment District No. 88-03
on the property within CFD No. 95-02. Outstanding bond amount is shown; the landowner
previously purchased Series B bonds of this issue in the amount of $3.7 million, which are
subordinate and include no right of foreclosure. Lien affects non-residential property only.

Source: City of Sacramento, Bender Rosenthal, SAFCA and Economic and Planning Systerns, Inc.

For a listing of all taxes and assessments currently levied against residential parcels
within the District, including taxes and assessments for services, see the Table entitled
“Analysis Of Taxes And Assessments As A Percent Of Sales Price for Typical Single Family
Units.”

Anticipated Issuance of Additional Overlapping Indebtedness

Currently Anticipated Additional Debt. By the end of calendar year 2000 the City
anticipates the issuance of three additional series of bonds with liens overlapping portions of
the District (collectively, the “Additional Liens”), which are set forth on the following table.
Because the District generally encompasses a larger area than any of these overlapping
community facilities districts, the burdens imposed by the Additional Liens are also shown for
each Quadrant within the District. The anticipated timing of each series of bonds is set forth in
the footnotes below. All figures have been rounded to the nearest thousand. See
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“ADDITIONAL ASSESSMENT AND FEE BURDEN” for a description of existing overlapping
indebtedness affecting the property within the District.

TABLE 4
ANTICIPATED ADDITIONAL BOND ISSUES
City of Sacramento
North Natomas Drainage
Community Facilities District No. 97-01

Special Tax Bonds
District Quadrant1  Quadrant2 ¢ Juadrant3  Quadrant 4 Total
North Natomas CFD No. 4 Series B i1l -0-  $17,300,000 -0- 0-  $17,500,000
North Natomas CFD No. 99-04 Series B 2] -0- 0- ~0-  $6,500,000 6,500,000
North Natomas Basin 8A CFD No. 00-01 [3] -0- -0- $9,500,000 -0- 9,500,000
TOTAL $33,500,000

1} Bonds are expected to be issued in summer of 2000, and proceeds are expected to be used for
common drainage facilities and trunk drainage facilities. Issuance of this series of bonds will be
conditioned on an additional bonds test that includes meeting a debt service coverage ratio of
115% and a value-to-lien ratio (based on the value of all taxable property in each tax zone and the
liens of all outstanding CFD No. 4 bonds, all other applicable special tax liens and all applicable
assessments) of more than 3:1.

[2] Bonds are expected to be issued by the end of 2000, and proceeds are expected to be used for the
acquisition of water conveyance facilities in Basin 8C. Issuance of this series of bonds will be
conditioned on an additional bonds test that includes meeting a debt service coverage ratio of
115% and a value-to-lien ratio (based on the value of all taxable property in each tax zone and the
liens of all outstanding CFD No. 99-04 bonds, all other applicable special tax liens and all
applicable assessments) of more than 3:1.

3] Bonds are expected to be issued by the end of 2000, and proceeds are expected to be used for
water detention and conveyance facilities.

Source: City of Sacramento, Bender Rosenthal and Economic and Planning Systems, Inc.

It is possible that a reduction in the value-to-lien ratios of the property in the District
(both the overall ratio and the ratio of undeveloped property to liens) could occur following the
anticipated issuance of the bonds set forth above, if such bonds are issued, or any other
additional Mello-Roos or assessment district bonds. Any change in the value-to-lien for the
relevant portion of the District will depend on a number of factors, including: the timing and
amount of additional debt incurred; the added value of improvements completed by
landowners at the time a new value is calculated; entitlement changes to the property; and
general market conditions. The City is unable to forecast the value-to-lien ratios that will apply
to the District at the time that any subsequent financings are undertaken. See “THE DISTRICT -

Value to Lien Analysis” for a description of the current value-to-lien ratios for the property in
the District.

In addition, after the anticipated issuance of the bonds set forth above, certain
overlapping community facilities districts will have authorized bonding capacity in excess of
their respective outstanding bond issues, including: (i) CFD No. 4, which has a total authorized
bond amount of $85,000,000 (meaning that approximately $51,285,000 of the authorized
capacity will remain following the anticipated issuance of the second series of bonds shown
above); and (ii) CFD No. 99-04, which has a total authorized bond amount of $12,500,000
{(meaning that approximately $3,195,000 of the authorized capacity will remain following the
anticipated issuance of the second series of bonds shown above). Also, CFD No. 2 has a total
authorized bond amount of $32,000,000, meaning that approximately $24,095,000 of the
authorized capacity now remains to be issued.

17
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Possible Future Mello-Roos and Assessment Districts. In addition, landscaping and
lighting assessment districts or community facilities districts have been formed and may be
formed within the North Natomas Financing Plan Area fo provide funds on a pay-as-you-go
basis for services such as transportation and air quality mitigation, the maintenance of parks,
roadway landscaping, and landscaping of connective use acreage within detention basins The
North Natomas Neighborhood Landscaping Community Facilities District No. 99-02 also
includes property within the District, but the special taxes will not be levied so long as a
homeowners’ association covering those parcels funds landscape maintenance. (Currently this
lien affects only one Quadrant in the District.) If additional service districts are formed that
include the District, the special taxes and assessments Jevied will be an additional payment
burden on property.

Cumulative Tax, Assessment, And Fee Burden On Property

Assessments and Special Taxes. As described in the preceding paragraphs, in
addition to paying the Special Tax, property within the District will be obligated to pay ad
valorem property taxes and other existing and any additional special taxes and assessments
(some of which secure other debt issued by the City and overlapping jurisdictions). The table
above entitled “Direct and Overlapping Bonded Debt” shows the current outstanding bonded
indebtedness on all types of property within the District. The following table shows the total
burden of the general property tax, school district general obligation bond tax, estimated
landscaping and lighting assessments, estimated assessment district assessments, estimated
Mello-Roos special taxes for the District and estimated special taxes for other community
facilities districts on residential property in the District, all shown in terms of the relative
burden on typical low density single-family units located in Quadrant 1, Quadrant 2, Quadrant
3 and Quadrant 4 of the District. The table also expresses the total burden of such taxes as a
percentage of the estimated sales price of each typical housing unit. The outstanding lien
amounts have been calculated as of September 2000 except for the SAFCA Assessment Districts,
which represent the liens as of October 1999 (SAFCA Assessment District No. 1) and November
1999 (SAFCA Assessment District No. 2). Note that the table does not include assessments or
special taxes that may be levied in the future to finance individual drainage basin
improvements or other local infrastructure improvements. See « ADDITIONAL ASSESSMENT
AND FEE BURDEN - Anticipated Issuance of Additional Overlapping Indebtedness”.
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TABLE 5

ANALYSIS OF TAXES AND ASSESSMENTS

AS A PERCENT OF SALES PRICE FOR TYPICAL SINGLE-FAMILY UNITS
City of Sacramento

North Natomas Drainage

Community Facilities District No. 97-01

OQuadrantl Quadrant? Quadrant3 Quadrant4
Estimated Housing Price Of Typical Unit [1] $180,000 $210,000 $235,000  $205,000
EXISTING AND PROPOSED TAXES AND ASSESSMENTS:
General Property Tax {1%) [2] 1,730 2,030 2,280 1,980
Assessments/Special Taxes For Infrastructure:
Sehool District G.O. Bonds (FY 1999-00)[3] 301 353 397 345
SAFCA Assessment District No. 2 99 99 99 99
North Natomas Drainage CFD No. 97-01 94 94 66 66
North Natomas CFD No. 2 415 n/a n/a n/a
North Natomas CFD No. 4 n/a 624 n/a n/a
North Natomas CFD No. 99-04, Basin 8C n/a n/a 647 647
Subtotal: 209 1,170 1,209 1,157
Assessments/Special Taxes For Services: [4]
SAFCA Assessment District No. 1 (O & M Assessment) [5] 138 18 18 18
Assessment District No. 2 (Lighting and Landscaping) [6} 55 55 55 55
Assessment District No. 96-02 (Additional Library Svcs) [7] 22 22 22 22
Assessment District No, 1000 (O & M Assessment) [8] 25 25 25 25
CFD No. 3 (Annual Maintenance) [9] 54 54 54 54
CFD No. 99-01 (North Natomas TMA)} [10] 18 18 18 18
CFD No. 99-02 (Neighborhood Landscaping) [11] n/a 35 n/a n/a
Subtotal: 191 226 191 191
Subtotal Assessments And Special Taxes: 1,100 1,396 1,400 1,348
TOTAL $2,830 $3.426 $3,680 $3,328
TOTAL TAXES AND ASSESSMENTS AS % OF SALES PRICE 1.57% 1.63% 1.57% 1.62%
[1] Estimated base sales price of a single-family unit in each Quadrant based on the Market Study prepared by
the Meyers Group. Figures are rounded,
2] Property tax based on 1% of home price net of $7,000 property tax exemption.
3] The Natomas Unified Schoo! District is authorized to issue bonds of up to $63.1 million. As of the date of
this Official Statement, six series of bonds have been issued amounting to $46.43 million. In 1997, bonds in
the amount of $33.865 million were refinanced. The tax rate may vary each year depending on the total
amount of bonds outstanding; the current tax rate is $1.74 per $1,000 assessed property value. The currently
outstanding bonds are scheduled to be paid in full by 2021.
[4] Does not include any homeowner’s association dues that may be applicable.
(5] This assessment funds administrative, legal, and operational expenses related to the operation of SAFCA.
(6] Represents City-wide assessment to raise funds for installing, maintaining and servicing public lighting,
landscaping and park facilities.
71 Represents an assessment providing funds for improved library services at neighborhood, community and

{8}
9

regional libraries.

Represents assessments providing funds to manage drainage run-off within the Reclamation District 1000
boundaries.

Represents special taxes collected to fund the maintenance of non-neighberhood parks, landscape corridors
and open space facilities unique to North Natomas or above normal City standards.
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(10 Represents special taxes collected to find the annual operating costs of the North Natomas Transportation
Management Association, which was formed to administer transportation and air quality improvement
rograms.
11] Represents special taxes collected to fund neighborhood landscaping and drainage maintenance services.
Source: Economic & Planning Systems, Inc.; City of Sacramento.

Impact Fees. The North Natomas Financing Plan established a strategy that relies
heavily on developer-paid impact fees to fund public facilities in order to minimize the debt
burden and interest carrying costs associated with the issuance of Mello-Roos and assessment
bonds. Fees that were in place before the 1994 North Natomas Financing Plan was adopted
(both City and County Regional Sanitation fees) and the North Natomas Fee Program proposed
in the 1994 North Natomas Financing Plan will fund the completion of regional infrastructure
(freeway and interchange improvements, light rail, regional park, etc.), backbone infrastructure,
community facilities (community and neighborhood parks, open space, schools, library, fire and
police stations, etc.), and habitat conservation. Pre-existing fees include the City’s water
connection fees, Major Street Construction Tax, and Housing Trust Fund levy and Sacramento
County Regional Sanitation District’s connection fees. The North Natomas Fee Program
includes a Public Facilities Fee, a Park Impact Fee, a Transit Fee, Schocl Fees, a Drainage Fee,
and a Habitat Conservation Fee. Development in North Natomas is also subject to payment of a
Land Acquisition Fee, which will provide funds for the purchase of land necessary for public
uses that is not otherwise dedicated by property owners.



The table below shows the range of the total development fees and exactions imposed
on developers by selected land uses within geographic area governed by the North Natomas
Financing Plan (the “North Natomas Financing Plan Area”) as set forth in the North Natomas
Financing Plan 1999 Update. The total cost burden on land development shown below
includes: existing City fees, school mitigation fees, the City’s Public Facility Fees, Land
Acquisition Fee (less reimbursements), Habitat Conservation Fee, Transit Fee, Drainage Fee
(where applicable), CFD Contingency Funding Bond Debt, CFD Drainage Bond Debt (where
applicable), Assessment District 88-03 assessments (less credit from other areas where
applicable), and Sacramento Area Flood Control Agency assessment (cost per developable acre).
It should be noted that actual cost burdens may vary from the ranges set forth below by plus or
minus 10 percent. See “THE DISTRICT - Appraisal of Property and Value to Lien Analysis”
and “APPENDIX A - Executive Summary Of Appraisal.”

TABLE 6
SUMMARY OF TOTAL
DEVELOPMENT FEES AND EXACTIONS BY LAND USE
North Natomas Financing Plan Area

Land Use Total Cost Burden Range
per unit
Low Density Residential $23,800 - $32,900
High Density Residential $11,800 - $14,000
per acre
Employment Center — 30 $125,800 - $187,300
Employment Center - 50 ' $154,100 - $215,600
Community Commercial $202,900 - $264,400
Highway Commercial $183,100 - $244,700
Light Industrial $129,800 - $191,200

Source: Economic & Planning Systems, Inc.; North Natomas Financing Plan 1999 Update.
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THE AUTHORIZED FACILITIES AND THE SERIES B PROJECT

The Authorized Facilities

The Authorized Facilities that may be financed by the District are described in the City’s
resolution forming the District as:

1. Drainage facilities including levees, channel improvements and pumping
plants ,as well as land acquisition, engineering, design, administration and legal costs.

2. Acquisition of land to provide for habitat mitigation.

As described in the CFD Financing Plan Report, the primary purpose of the District is to
fund the majority of the cost of Natomas Basin-wide improvements necessary to remove the
internal floodplain and provide capacity in the Reclamation District 1000 drainage system to
accommodate development in the District. The improvements include canal deepening and
widening, some levee construction, and providing additional pumping capacity. These
improvements constitute a portion of the comprehensive storm drainage system, which also
includes local drainage basin improvements such as detention basins, detention pumping, and
major trunk lines and acquisition of associated land. The North Natomas Financing Plan
prepared in 1994 estimated the total cost as $98.8 million as of the planning stage of the project
(prior to design or construction and with no allowance for inflation). The North Natomas
Financing Plan 1999 Update estimates this total cost as $122 million, which includes increases
for inflation, land acquisition costs that were higher than expected, and more accurate estimates
based on actual construction costs to date and more detailed design and planning information.
The balance of the drainage system costs not funded by the Distxict are anticipated to be funded
by each sub area of the Natomas Basin. See “APPENDIX I - North Natomas Planning Area” for
a description of the anticipated method of financing these costs.

The Authorized Facilities financed by the Series A Bonds included levee construction,
channel improvements, and the construction of Pump Station No. 6, all of which have been
completed as of the date of this Official Statement.

Although the acquisition of habitat mitigation land was originally included among the
Authorized Facilities to be funded by the District, the pace of development in the North
Natomas area has generated developer fees sufficient to acquire habitat lands in excess of the
applicable requirements, meaning that the City has not been required to use Bond proceeds to
acquire habitat mitigation land. See “THE AUTHORIZED FACILITIES AND THE SERIES B
PROJECT - Habitat Land Acquisition.”

The Series B Project

Drainage Improvements. The City anticipates that the Series B Bond proceeds will
fund all or a portion of the cost of the following specific improvements (collectively, the “Series
B Project”):

(a) Construction of a drainage pipeline along the south side of Elkhorn Road;

) Expansion of the capacity of the existing RD 1000 Pump Station No. 2,
located on the Sacramento River south of the Sacramento Ajrport;
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(c)  Expansion of the capacity of the existing RD 1000 Pump Station No. 8,
located along Northgate Boulevard; and

(d)  Construction of “freeway drainage” facilities consisting of water
conveyance and storage facilities along either side of Interstate 5. Sources of funding for
the Series B Project, as well as cost estimates for the Series B Project prepared by the
City’s Department of Utilities, are set forth in the following table:

TABLE 7
ESTIMATED SERIES B PROJECT SOURCES AND USES OF FUNDS
City of Sacramento
North Natomas Drainage
Community Facilities District No. 97-01
Special Tax Bonds, Series B

SOURCES OF SERIES B PROTECT FUNDS

Net Series B Bond Proceeds $4,585,701
Other Local Agency Contribution [1] 1,797,628
City Advance [2) 3,019,500
TOTAL SOURCES OF SERIES B PROJECT FUNDS $9,402,829
USES OF SERIES B PROIECT FUNDS
Elkhorn Road Pipeline
Construction $1,300,000
Design/Construction Supervision 152,800
Right-of-Way Acquisition -0-
Subtotal: 1,452,800
Pump Station No. 3 Expansion
Construction 2,458,000
Design/Construction Supervision 461,029
Right-of-Way Acquisition -0-
Subtotal 2,919,029
Pump Station No. 8 Expansion
Construction 3,146,000
Design/Construction Supervision 629,000
Right-of-Way Acquisition 256,000
Subtotal 4,031,000
Freeway Drainage
Construction 850,000
Design/Construction Supervision 150,000
Right-of-Way Acquisition -0-
Subtotal : 1,000,000
TOTAL USES OF SERIES B PROJECT FUNDS $9,402,829

(1] Represents the balance of the Pump Station No. 3 expansion cost, which will be paid by other
participating local governments and agencies that share responsibility for Pump Station No. 3.
The City’s share of the Pump Station No. 3 expansion cost, which will be funded with Series B
Bond proceeds, is $1,121,401.

(2] Represents internal City financing described below.

Source: City of Sacramento Department of Utilities.
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Internal City Financing. The internal City financing provided at the closing will be in
the form of an advance from City funds in the total amount of approximately $3,355,000 (the
“ Advance”), of which $3,019,500 will be applied toward the costs of the Series B Project and
$335,500 represents the allocated share of reserve funds associated with the City moneys being
used to fund the Advance. Under the Resolution, the Advance will be deposited in the
Acquisition and Construction Fund and applied toward the costs of acquiring and constructing
the Authorized Facilities. The Advance will be repaid from amounts on deposit in the
Communities Facilities Fund, which consists of surplus Special Tax proceeds remaining each
year after payment of interest and principal on the Bonds (including Mandatory Sinking Fund
Account payments), any required Bonds Reserve Fund deposits, and budgeted Expenses (as
defined in the Indentures). The Resclution sets forth a repayment schedule specifying two
annual payments, with final repayment of the Advance anticipated in 2006. Proceeds of the
Advance not applied to the costs of the Series B Project will remain in the Acquisition and
Construction Fund and be used as a construction contingency or to partially finance the
construction of the Additional Drainage Improvements discussed below. The obligation of the
City with respect to the repayment of the Advance from surplus Special Taxes, and the City’s
obligation to apply any Special Taxes realized from foreclosure toward the repayment of the
Advance, will be subordinate to the obligation of the City to the Bondholders to apply Special
Tax proceeds toward the payment of debt service on the Bonds.

1t should be noted that, although repayment of the Advance is subordinate to payment
of debt service on the Bonds, the Advance increases the total debt service payable each year
from the proceeds of the Special Tax, and will reguire the City to levy the Special Tax at or near
the Maximum Rate for so long as the Advance is outstanding.

Authorized Facilities Financing Plan

Financing the Series B Project. The CFD Financing Plan Report prepared at the time of
the issuance of the Series A Bonds contemplated the issuance of a second series of Bonds in
2001, and a final series of Bonds in 2006, all to fund the balance of the Authorized Facilities for
the District. The City is issuing the Series B Bonds slightly earlier than anticipated because
development within the District has progressed more quickly than anticipated, accelerating the
need for drainage facilities to support the additional planned development. The cost of the
Series B Project, which consists of those Authorized Facilities needed to fully meet the currently
anticipated pace of development in the District, exceeds the principal amount of the Series B
Bonds, which is the maximum amount that may be issued based on the additional Bonds test
set forth in the Indentures and the value of the Taxable Parcels set forth in the Appraisal. See
"SECURITY FOR THE SERIES B BONDS - Conditions for Issuance of Additional Indebtedness”
and "THE DISTRICT - Value to Lien Analysis.” As a result, the City will use the Advance fo
contribute additional funds toward the construction of the Series B Project.

The City anticipates that, based on current estimates and development plans, the
completion of the Series B Project will create sufficient drainage capacity to permit the full
build-out of the District and full compliance with the City’s agreement with FEMA to remove
the internal floodplain and provide capacity in the Reclamation District 1000 drainage system
necessary for the anticipated development in the District. Although the City anticipates that the
Series B Project will be completed on schedule, any substantial delay could result in a violation
of the City’s agreement with FEMA, which could possibly lead to the loss of the City-wide flood
insurance program assistance currently provided by FEMA. Moreover, delays in the
completion of the Series B Project could delay development in those portions of the District for
which the required flood control improvements have not been constructed.
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Financing the Additional Drainage Improvements. The remaining Authorized
Facilities the City intends to construct, and to finance with one or more additional series of
Bonds, are as follows (the "Additional Drainage Improvements”): (i) the replacement of the
existing RD 1000 Pump Station 1B, located adjacent to Pump Station 1A along Garden
Highway, with new pump station having a larger capacity (at an estimated cost of $7,202,000);

and (i) reimbursement for the construction costs of the C-1 Canal, (at an estimated cost of
$912,000).

The estimated costs to construct the Authorized Facilities are higher than originally
anticipated in 1997 under the CFD Financing Plan Report, due in part to higher than expected
costs of right-of-ways and land required for the Authorized Facilities, more accurate estimates
based on actual construction costs to date, and inflation. However, based on current estimates,
the City anticipates that the remaining bonding capacity of the District following issuance of the
Series B Bonds (approximately $9.4 million) will be sufficient to finance the estimated cost to
construct the Additional Drainage Improvements.

Although the City originally anticipated that funding and construction of the Additional
Drainage Improvements would take place in 2006, the City currently anticipates that the
Additional Drainage Improvements could become necessary as early as 2003 because
development within the District has progressed more quickly than originally anticipated.
However, due to the accelerated timing of development, it is possible that the District would be
unable to issue sufficient additional Bonds when needed if the District is unable either to
generate adequate Special Tax revenues or to satisfy the additional Bonds test contained in the
Indenture by demonstrating the required value-to-lien ratio for undeveloped Taxable Parcels in
the District. If so, the City would consider sources of alternate financing to provide funds
needed to complete the Additional Drainage Improvements as needed.

Design, Bidding, And Constrﬁction Of The Series B Project

Design work on the Natomas Comprehensive Drainage Plan, including preparation of

~plans and specifications for purposes of submission to the Federal Emergency Management

Agency (FEMA) and to construction contractors, was completed on July 21, 1997. The
Comprehensive Drainage Plan is being implemented as a cooperative undertaking of the City
and Reclamation District 1000, which operates and maintains the existing system of drainage
canals in the Natomas Basin. The particular improvements financed by the Series A Bonds were
completed in December 1998, and are owned and operated by Reclamation District 1000. The
Series B Project, which will also be owned and operated by Reclamation District 1000, is
anticipated to begin construction in May 2000 and to be completed by 2003.

The sole regulatory approval still required to permit construction of the Series B Project
is a U.S. Army Corps of Engineers Section 404 Permit, which in turn is dependant on the
issuance of a biological opinion from the U.S. Fish and Wildlife Service. The City anticipates
that these approvals will be issued in due course, and will be in place in time to allow
construction of the Series B Project in accordance with the current schedule. '

The Series B Project work plan was designed to avoid impacts on the giant garter snake
and the Swainson’s hawk, two of the protected species found in North Natomas. Work that
might disturb the giant garter snake during its hibernation (roughly October 1 to April 30) is
scheduled before and after that period. The work plan is also designed to avoid activities that
might disturb nesting Swainson’s hawks during its nesting season (March 1 to September 15).
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Habitat Land Acquisition

The Natomas Basin Habitat Conservation Plan (NBHCP) requires the acquisition of
land to mitigate the loss of giant garter snake and Swainson’s hawk habitat prior to the
disturbance of the land by development, at a rate of one half-acre of habitat land for every gross
acre of development. As properties develop, they are obligated to provide mitigation or to pay
a mitigation fee that will fund land acquisition, restoration/enhancement and the perpetual
operation and maintenance of these lands. The habitat land is acquired by The Natomas Basin
Conservancy (“TNNBC"), a local land conservation organization. The provisions of the NBHCP
required an initial acquisition of 400 acres of habitat land, entailing an up-front funding source.
This initial 400-acre acquisition of habitat land was included among the Authorized Facilities
that could be funded with the proceeds of the Bonds. However, the NBHCP has collected fee
revenues that exceeded expectations due to rapid development within the NBHCP area, which
has allowed TNBC to acquire almost 1,300 acres of habitat land, exceeding the initial 400-acre
requirements of the NBHCP. Therefore, the City was not required to use Bond proceeds for the
initial 400-acre acquisition of habitat land.

As of May 2000, all NBHCP land acquisition requirements have been met, and the City
currently anticipates that developer fees will continue to be sufficient to finance further habitat
land acquisition within the time needed to satisfy NBHCP requirements. However, the
acquisition of habitat land remains an authorized use of Bond proceeds, and the City retains the
ability to use Bond proceeds for this purpose if such developer fees are insufficient to satisfy
habitat land mitigation requirements resulting from future development.
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THE DISTRICT
General Description And Location Of The District

The District is located in the northwest portion of the City of Sacramento and lies within
the greater Natomas Basin, an area of about 55,000 acres bounded on the south by the American
River, on the north by the Cross Canal, on the west by the Sacramento River, and on the east by
the Natomas East Main Drainage Canal. The District contains over 6,000 acres of land in and
around the City’s North Natomas Financing Plan Area. At buildout, the North Natomas area is
projected to have approximately 65,000 residents in 32,000 residential units and employ
approximately 70,000 people. Most of the property making up the District is within the
boundaries of the North Natomas Financing Plan Area with the following exclusions: the Witter
Ranch Historic Farm in Quadrant 4, a mobile home park in Quadrant 4, Elixir Industries in
Quadrant 1, and miscellaneous small properties. (The properties that lie within the exterior
boundary of the District that are excluded are marked on the boundary map of the District
shown on the previous page.)

See “APPENDIX I - North Natomas Planning Area” for a further description of the
District, a history of property development in the District, the North Natomas Financing Plan,
and the planning and entitlement process for developmentin the District.

Public utilities available to serve the District include Sacramento Municipal Utility
District (electricity), Pacific Gas & Electricity Company (natural gas), Pacific Bell (telephone),
City of Sacramento (water), County of Sacramento (wastewater), and Sacramento Cable (cable
television).

The Special Tax Formula

For purposes of calculating the Special Tax, the Special Tax Formula uses the following
defined terms. Additional definitions are set forth in the Special Tax Formula, which is attached
as “APPENDIX D - Rate and Method of Apportionment of Special Tax.”

. A “Developed Parcel” has either (i) an approved final small lot map for
residential uses permitting up to 2 units per lot, (ii) an approved special use permit for
residential use permitting 3 or more units per lot, or (iii) an approved special use permit
for commercial, office, light industrial or sports complex uses.

. An “Undeveloped Parcel” is any assessor’s parcel not classified as
Developed.
. A “Veteran Developed Parcel” is an assessor’s parcel classified as a

Developed Parcel for 30 years, at which point it will be subject to the Special Tax only if
there is a shortfall in the revenue generated from all other Taxable Parcels to pay for the
annual costs of the District.

The calculation of the Special Tax payable by each Taxable Parcel in each year involves
the following steps:

First, the City determines the #anmual costs” to be funded from the Special Tax
for the fiscal year. The annual costs comprise four major components: debt service on
the Bonds, the annual cost of administering the District, a provision for fax
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fellihnquencies, and eligible direct (“pay-as-you-go”) expenditures for authorized
acilities.

Second, the City classifies each of the parcels within the District as follows:

(a) Each Parcel is classified as Tax-Exempt, Taxable or Remediation
(the last classification represents Natomas Airport parcels until toxins on that
property are remediated).

(b) Each Taxable Parcel is classified as an “East of I-5 Parcel” or a
“West of I-5 Parcel.”

© Each Taxable Parcel is classified as a Developed Parcel, Veteran
Developed Parcel or Undeveloped Parcel. '

(d}  Each Developed Parcel is classified in one of the following Land

Use Categories:

J 1: single family/detached residential

. 2: duplex/condominium

. 3: other residential/non-residential
(e) Each Undeveloped Parcel is classified in one of the following
Land Use Categories:
4: Final Map Parcel
. 5: Tentative Map / Unmapped Parcel / City Stadium

Parcel).”

Third, after classifying the Parcels, the City assigns the Maximum Annual Special
Tax using the Maximum Annual Special Tax Rates for each Land Use Category as
shown in the table below. The Maximum Annual Special Tax Rate may not exceed the
rates per dwelling unit or acre in the base year (fiscal year 1997-98) shown in the table
below, as adjusted by a 2% annual escalation factor after the base year. For
Undeveloped Parcels, however, the Maximum Annual Special Tax Rates escalate at 2%
until 2010 and thereafter remain constant at the 2010 rate.

Fourth, the City determines if sufficient Special Tax revenues are available by
taxing each Developed Parcel at 100% of its Maximum Annual Special Tax. If revenues
are sufficient, the tax is reduced proportionately against Developed Parcels until the
taxes are set at an amount sufficient to cover annual costs.

Fifth, if revenues from taxing Developed Parcels at 100% are not sufficient, the
City will then also tax Undeveloped Parcels up to 100% of their maximums, as

necessary.

" The City Stadium Parcel is classified into Land Use Category 5 until it is certified as a Developed
Parcel by the City and is transferred to a private owner. For this Parcel, Developed Parcel means that an
occupancy permit has been issued. Once the Parcel is a Developed Parcel, it will be treated as Land Use
Category 3 and taxed the same as other Developed Parcels. The Parcel will not be considered an
Undeveloped Parcel for the purpose of calculating the annual Special Taxes, instead it will be taxed only
'fall undeveloped Parcels are taxed at the Maximum Special Tax rate, and if transferred to a private
“waer, the Parcel will be treated like any other Taxable Parcel.
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Sixth, if revenues from taxing Developed Parcels and Undeveloped Parcels at
100% are not sufficient, the City will then also tax the City Stadium Parcel up to 100% of
its Maximum Annual Special Tax, as necessary.

Seventh, if revenues from taxing Developed Parcels, Undeveloped Parcels, and
the City Stadium Parcel at 100% are not sufficient, the City will then tax Veteran
Developed Parcels up to 100% of their Maximum Annual Special Taxes, as necessary to
cover annual costs.
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The Maximum Annual Special Tax Rates by taxation category for Fiscal Year 2000-01 are shown
in the table below. Tax rates escalate 2% annually. Tax rates for Undeveloped Parcels cease to
escalate beyond fiscal year 2009-10.
TABIE 8
MAXIMUM ANNUAL SPECIAL TAX RATES
(Fiscal Year 2000-01)
City of Sacramento
North Natomas Drainage
Community Facilities District No. 97-01

Maximum
Special Tax [1
Development Land Use/Taxation East West
Status [2] Category Tax Per ofI-5 ofI-5
Developed/Veteran  1: Single Faniily - final small lot map Unit $95.51  $66.86
Developed
2: Duplex or condominium - Unit 63.67 44.57
Final small lot map or Special Use Permit
3: Other Residential, Non-residential, Sports - Net Acre [3] 84897  594.28
Special Use Permit or occupancy permit for
Stadium Parcel
Undeveloped Parcels  4: Final Map Parcels Gross Developable  689.79  488.16
: . Acre [4]
5: Tentative Map or unmapped parcels (Stadium Gross Acre [6] 530.60 37142
parcel if privately owned or leased) [5]
(1 Tax rates vary between the east and west sides of Interstate 5 because improvements costs were
allocated east and west of Interstate 5 based on drainage flows and the location of drainage
improvements.

[2] See “THE DISTRICT - The Special Tax Formula” above for definitions of “Developed Parcels,”
“Undeveloped Parcels” and “Veteran Developed Parcels.”

i3] “Net Acre” is the area of a parcel associated with residential and non-residential uses after
dedication of all public uses and rights-of-way.

f4] “Gross Developable Acre” is the area of a parcel associated with residential and non-residential
uses after dedication of major streets, but prior to dedication of minor streets, schools, parks and
other rights-of-way.

(5] The Stadium Parcel is currently owned by the City, and will be exempt from the Special Taxes
unless all undeveloped Parcels are taxed at the Maximum Special Tax rate, in which case it will
be taxed as an Undeveloped Parcel. The Stadium Parcel could become subject to the Special
Taxes if it is sold or leased to a non-public entity. See “PROPERTY OWNERSHIP AND
PROPOSED DEVELOPMENT PLANS - Quadrant 1” herein.

(6] “Gross Acres” is the entire area of a parcel prior to dedication of major streets, schools, parks and
other rights-of-way.

Source: Economic & Planning Systems, Inc.

“Catch-up” Tax. Parcels annexing to the District will be subject to a “catch-up” tax,
which will be set equal to the sum of the applicable Maximum Annual Special Tax Rate per acre
for Land Use Category 5 for the prior ten fiscal years in which the Special Tax was levied for
Undeveloped Parcels times the gross acres of the annexing parcel. The catch-up Special Tax
shall be paid prior to or concurrent with annexation. The catch-up Special Tax includes an
allowance for depreciation of the District-funded improvements.

' The catch-up tax only applies to those parcels eligible to participate in the District at the
Bme of its formation. Parcels outside of the North Natomas Financing Plan Area will not be



subject to the catch-up tax if these parcels need to annex to the District in the future. Any parcel
added to the Finance Plan Area that does not concurrently annex to the District will be subject
to the catch-up tax based on the difference of the catch-up tax applicable to the year of
annexation to the District and the catch-up tax applicable to the year of annexation to the
Finance Plan Area.

Prepayment of the Special Tax Obligation. Landowners may permanently satisfy the
Special Tax obligation by a cash settlement with the City as permitted under Government Code
Section 53344. Prepayment is permitted only under the following conditions:

(a) The City determines that the prepayment does not jeopardize the ability to
make timely payments of debt service on outstanding Bonds.

(b) Any landowner who wishes to exercise the right to a prepayment for a parcel
must pay any and all delinquent Special Taxes and penalties, and or any catch-up
Special Taxes attributable to that parcel.

(<) Prepayment shall be made on or before June 1 in order to prevent the levy of
' Special Taxes due during the fiscal year beginning July 1.

The prepayment amount shall be established by the procedures that are described in
Section 6 of the Rate and Method of Apportionment of the Special Tax, which is set forth in full
in APPENDIX A.

Duration of Levy. The Special Tax is authorized to be levied for as long as needed to
pay debt service on bonds issued to fund authorized facilities, but not later than fiscal year
2039-40. A description of the Special Tax Formula and the Maximum Rate that can be levied
against the various land use categories in the District, the manner of apportioning the Special
Tax and the property exempt from the Special Tax is set forth in APPENDIX A. See also
“BONDOWNERS’ RISKS - Sufficiency of the Special Tax.”

Exemptions. Pursuant to Section 53340 of the Law, the Tax Formula exempts properties
that are or are intended to be publicly owned; except that the Special Tax on property not
otherwise exempt that is acquired by a public entity shall be required to be permanently
satisfied pursuant to Sections 53317.3 and 53317.5 of the Law and except that the City Stadium
Parcel is subject to the Special Tax under certain circumstances (see “THE DISTRICT - Special
Tax Formula -Calculation of Annual Special Tax” above). Six parcels within the District that
contain toxic substances will remain exempt from the Special Tax until the City declares the
contamination to have been remediated. Parcels for which the owner has prepaid and safisfied
the Special Tax are also exempt from further Special Taxes. See “BONDOWNERS’ RISKS -
Exempt Properties.”

9]
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Special Tax Analysis

Taxable Acreage; Development Status. The District comprises over 6,000 gross acres
of land, which includes approximately 4,888 acres of Taxable Parcels. The remaining acreage,
which is classified as non-Taxable Parcels, consists of public land and roads, the 100-acre City
Stadium parcel (which may become taxable if all undeveloped Parcels are taxed at the
Maximum Special Tax rate, in which case it will be taxed as an Undeveloped Parcel, or if it is
leased or purchased by a non-public entity), and 68 acres of Remediation Parcels containing
toxics that will remain non-taxable unless the toxics are removed. The table below shows the
distribution of taxable acres by location and development status in the District, based on parcel

data compiled by the City of Sacramento and updated by Bender Rosenthal as of December 1,
1999.

TABLE 9
ESTIMATED TAXABLE ACREAGE
City of Sacramento
North Natomas Drainage
Community Facilities District No. 97-01

Development Land Use/Taxation
Status Category Estimated Taxable Acreage
Eastof I-5 Westof I-5 Total
- Developed Parcels 1: Single Family - final small lot map 277.3 148.8 426.1
2: Duplex or condominium -0- -0- -0-
3: Other Residential, Non-residential, Sports 128.1 =0 128.1
Subtotal Developed . 4054 148.8 554.2
Undeveloped Parcels 4: Final Map Parceis 1,005.7 4549 14606
5: Tentative Map or unmapped parcels (Stadium 1,892.1 9814 28735
parcel if privately owned or leased)[1]
Subtotal 2.897.8 14363 43341
Undeveloped
Total 3,303.1 1,585.1 4,888.2

f1] The Stadium Parcel is currently owned by the City, and will be exempt from the Special
Taxes unless all undeveloped Parcels are taxed at the Maximum Special Tax rate, in which
case it will be taxed as an Undeveloped Parcel. The Stadium Parcel could become subject to
the Special Taxes if it is sold or leased to a nor-public entity.

Source: City of Sacramento, Bender Rosenthal and Economic & Planning Systems, Inc.
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Approximately 11% of the Taxable Parcels in the District are Developed Parcels under
the Rate and Method (which are defined as parcels that have approved final small lot maps for
residential use or approved special use permits for multifamily residential or non-residential
use). The following table shows the estimated distribution of the maximum 2000-01 Special Tax
between Developed and Undeveloped Parcels, based on the land development status compiled
by the City of Sacramento and updated by Bender Rosenthal as of December 1, 1993, and the
estimated Fiscal Year 2000-01 maximum special tax rates by land use category for the District.
The City anticipates that the Fiscal Year 2000-01 Special Tax, which will be levied in August
2000, will be at or near the Maximum Tax.

TABLE 10
ESTIMATED 2000-01 MAXIMUM SPECIAL TAX BY TAXATION CATEGORY
City of Sacramento
North Natomas Drainage
Community Facilities District No. 97-01

Development Land Use/Taxation Estimated 2000- % of Total
tatus, Category 01 Maximum Special
Special Tax Tax
Developed Parcels 1: Single Family - final small lot map $194,988 7.6%
2: Duplex or condominium -C- -0-
3: Other Residential, Non-residential, Sports 99,491 39
Subtotal Developed 294,479 11.4
Undeveloped Parcels 4: Final Map Parcels 915,756 35.5
5: Tentative Map or unmapped parcels (Stadium parcel 1,368,463 53.1
if privately owned or leased)[1]
Subtotal 2284219 88.6
Undeveloped
Total $2,578,698 100.0%

(1] The Stadium Pazcel is currently owned by the City, and will be exempt from the Special Taxes
unless all undeveloped Parcels are taxed at the Maximum Special Tax rate, in which case it will
be taxed as an Undeveloped Parcel. The Stadium Parcel could become subject to the Special
Taxes if it is sold or leased to a non-public entity.

Source: Bender Rosenthal, City of Sacramento and Economic & Planning Systems, Inc.
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Wder Sufficiency of Special Taxes. The proceeds of the Special Tax will be the source of

; for payment of principal and interest on the Bonds, together with incidental costs and expenses.
\Hal The following table compares the maximum levy of the Special Tax authorized under the
Tax Special Tax Formula with estimated requirements for revenue to pay principal of and interest
iled on the Series A Bonds and the Series B Bonds, to compensate for delinquencies in Special Tax
the payments, and to pay administrative costs of the District, all for Fiscal Year 2000-01, the first
rick. year debt service will be paid on both the Series A Bonds and the Series B Bonds, based on the
gust development status of the District as of December 1, 1999. See “SECURITY FOR THE SERIES B

BONDS - Conditions for Issuance of Additional Indebtedness” for the coverage ratio and other

requirements for the issuance of additional series of Bonds or other obligations secured by the
Special Tax.

TABLE 11
AUTHORIZED SPECIAL TAX LEVY AND
ESTIMATED REVENUE REQUIREMENTS

. FISCAL YEAR 2000-01

Total . City of Sacramento

cal North Natomas Drainage

x ' Community Facilities District No. 97-01

6%

1 Maximum Special Tax t Service

3.9 Fiscal Year FY 2000-01

L4 "~ Ending Developed Undeveloped Series A  Series BDebt Maximum Debt Service
September 1 Parcels Parcels Total DebtService  Service  DebtService Coverage

3.5 o

31 2001 $294479 52284219 $ 2,578,698 $1,598575 $475,238 $2,073,813 124%

' ' 2002 [1} 300,369 2,329,904 2,630,272 1,600,150 391,500 1,991,650 132
f1] Maximum tax was estimated using fiscal year 2000-01 maximum tax plus 2% escalation factor.

1.0% Source: Economic & Planning Systems, Inc.

‘axes Market and Absorption Analysis

cwill

ecial A Market and Absorption Analysis (the “Absorption Study”) dated February 2000 was

prepared by The Meyers Group of Pleasanton, California. The purpose of the Absorption Study
was to conduct a market-driven absorption analysis of the residential, commercial, industrial
and retail markets in the overall North Natomas community to provide build-out projections
for all of the property in the District. The Absorption Study was based on the following
assumptions, among others: that home and land sale prices will not increase faster than the
competitive sphere of influence; that high construction standards will be maintained through
build-out; that large public/private building firms will represent the bulk of builders within the
District; that taxes, assessments and homeowners’ association fees will not exceed those in the
competitive sphere of influence; and that economic prosperity will continue at least until 2002
and subside in subsequent years (2003-2005).

Based on the assumptions contained therein, the Absorption Study made the following
conclusions:

{a) Low and Mid-Density. Roughly 16,200 for-sale residential units zoned
for low density (7 dwelling units per acre) and mid-density (12 dwelling units per acre)
snould be fully built-out by the end of 2020, at an average absorption rate of +/-736
units per year.




(b) Multi-Family. Roughly 8,600 multi-family residential units should be
fully built-out by the end of 2019, at an average absorption rate of +/-408 units per year.

© Office. Of the approximately 860 acres designated for office use,
approximately 446 acres should be absorbed by the end of 2019, at an average
absorption rate of approximately 20 acres (or 282,000 square feet) per year.

{d) Commercial. Approximately 246 acres designated for commercial use |
should be absorbed by the end of 2018, at an average absorption rate of approximately -
12.3 acres per year (based on a 20-year buildout period).

An executive summary of the Absorption Study is attached as APPENDIXC.
APPENDIX C does not purport to be definitive or complete and is qualified in its entirety by
reference to the complete Absorption Study, a.copy of which is available from the City
Treasurer. The City and the District make no representation as to the accuracy or completeness
of the Absorption Study.

Appraisal of Property

General. The Underwriter has provided to the City a “Primer on Appraisals and Value
to Lien Ratios” which the City believes may be informative to readers of this Official Statement
and the Appraisal. The “Primer” is attached as APPENDIX B and is incorporated as a part of
this Official Statement. '

The Appraisal. Bender Rosenthal, of Sacramento, California (the “Appraiser”) has
prepared an appraisal of the property within the District subject to the lien of the Special Tax as
of December 1, 1999 (the “Appraisal”).

The value opinions contained in the Appraisal are subject to certain assumptions,
including the following: (i) that all infrastructure to be financed with Bond proceeds is in place
and paid for, (i) that all other public and private infrastructure which has already been funded
will be completed in a timely manner so as not to impact the development and absorption of the
property in the District, (iii) that economic conditions will remain reasonably stable, and interest
rates will remain moderate, and (iv) that the outstanding Habitat Conservation Plan litigation
(see “CONCLUDING INFORMATION - Litigation”) will not unduly delay the planned
property development within the District. (It should be noted that the date of value of the
Appraisal occurred before the filing of the road, highway and interchange project lawsuit (see
“CONCLUDING INFORMATION - Litigation”) and, therefore, no assumptions were made in
the Appraisal regarding that lawsuit.) In addition, all property values were calculated subject
to the liens of all outstanding bonded indebtedness, including the lien of the Series B Bonds.

The value opinions rendered in the Appraisal are based on the following methodologies:

. Properties with Finished Structures. All properties with completed
structures were generally valued on a retail basis. “Retail value” is defined as the price
that would be paid today for a specific property that has been entitled and could be
developed today, and no discounting to present value was used. Values were assigned
to specific parcels as follows: fully assessed properties were valued at their assessed
values; single-family homes were valued at the current listing prices (before any
upgrades) for each type and size of home; the Arco Arena was valued at its assessed
value; office buildings were valued at their reported construction costs, including land;
and the existing apartment project was valued at 50% of its reported construction cost.
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. Partially Improved Properties. The value for properties with partially
completed structures, consisting of 256 home sites, consisted of the sum of two
components: (i) the structure value, which was derived by multiplying the average
listing price (not including any upgrades or premiums) by 50% (to reflect the average
cost of a range that varies from construction virtually complete to construction just
underway), plus (ii) the land value, which was derived using the discounted cash flow
bulk value method described below.

. Properties not Improved with Structures. All properties not improved
with structures (including unimproved land without entitlements, unimproved land
with entitlements, and land improved to finished lot status) were generally valued on a
bulk sale basis. “Bulk value” is defined as the price that a single buyer would pay today
for a large group of properties that have future development potential, and assumes that
some or all of the retail values of individual properties will have to be discounted to
reflect the pace of their future absorption. The Appraiser determined a retail value for
each parcel, assuming it is ready for development based on its land area and permitted
land use, using Sales Comparison Approach techniques (in which recent sales of
comparable properties are analyzed). The retail values were then discounted to present
values using The Meyers Group absorption projections to project future income that
may be general from future land sales, less future expenses (including holding costs and
sales costs), discounted to present value using a discount rate of 15%. The discounted
rate was considered to be a real rate of return, and no allowance for future inflation was
incorporated in the process of discounting these values to present value.

The Appraisal concluded that, subject to its assumptions, the property in the District had
the following values as of December 1, 1999:

Quadrant 1 $ 99,790,491
Quadrant 2 172,399,571
Quadrant 3 10,942,243
Quadrant 4 101,808 550
Total 384,940,856

(rounded) 385,000,000

Certain parcels owned by Alleghany Properties, Inc., that will be dedicated to public use
(and not taxed) and the Remediation Parcels have been excluded from the value-to-lien
analysis.

An executive summary of the Appraisal is attached as APPENDIX A. APPENDIX A
does not purport to be definitive or complete and is qualified in its entirety by reference to the
complete Appraisal, a copy of which is available from the City Treasurer. The City and the
District make no representation as to the accuracy or completeness of the Appraisal.

Value to Lien Analysis

All Taxable Parcels. The table below shows the aggregate ratio of the appraised value
of all Taxable Parcels in the District to the combined lien of the Special Tax for the Series A
Bonds and the Series B Bonds, together with other overlapping bonded indebtedness
represented by existing special taxes and liens (see “ADDITIONAL ASSESSMENT AND FEE
BURDEN - Additional Mello-Roos and Assessment Districts”). Because variations in land
values and development exist between Quadrants, the table sets forth the overall value-to-lien
ratio as well as value-to-lien ratios for each Quadrant.
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TABLE 12
TAX LIABILITY AND VALUE TO LIEN RATIOS BY QUADRANT
{ALL TAXABLE PROPERTY}
City of Sacramento
North Natomas Drainage
Community Facilities District No. 97-01

Percent of Appraised _

Maximum Special Tax  CFD No. Totalof All  Property Valuety

Quadrant Special Tax  Liability 97-01 Lien  Other Liens (1] Liens Value [2] Lm_qr
1 $447,337 17.3% $4,349,000  $31,605,300 $35,954,300  $99,790,491 278

2 1,486,379 57.6 14,450,500 17,273,200 31,723,700 172,399,571 543

3 155,680 6.0 1,513,500 170,800 1,684,300 10,942,243 650 ©

4 489,302 15.0 4,756,900 3,391,400 8,148,300 101,808,550 1249 ¢

Total  $2,578,698 100.0%  $25,069,900 $52,440,700 $77,510,600 $384,940,856 497 |

[1] Includes the principal amount of all outstanding bonds shown on the Table entitied “Direct and
Overlapping Bonded Debt.” See “ADDITIONAL ASSESSMENT AND FEE BURDEN -
Additional Mello-Roos and Assessment Districts.” '

[2] Appraised value of the taxable property in the District from the Appraisal.

Source: Bender Rosenthal, City of Sacramento and Economic & Planning Systems, Inc.

Unimproved Taxable Parcels. The test for the issuance of additional Bonds set forth in
the Indenture requires the ratio of the value for all “undeveloped Taxable Parcels” in the
District to the liens of other outstanding overlapping bonded indebtedness to be at least 3 to 1.
See “SECURITY FOR THE SERIES B BONDS - Conditions for Issuance of Additional
Indebtedness.” The table below shows the ratio of the appraised value of “undeveloped
Taxable Parcels” to the lien of the Special Tax, together with other overlapping bonded
indebtedness represented by existing special taxes and liens affecting “undeveloped Taxable
Parcels,” based on the development status of the property as of December 1, 1999. Because
variations in land values and development exist between Quadrants, the overall value-to-lien
ratios by Quadrant diverge from this average number, as set forth below.

For purposes of the table below, the term “undeveloped Taxable Parcels” is defined as
Taxable Parcels with no above-ground improvements. It should be noted that, while the term
“undeveloped Taxable Parcels” used here is consistent with the valuation methods used in the
Appraisal (which distinguished between improved and unimproved property), it differs from
the term “Undeveloped Parcels” as used in the Special Tax Formula, which is defined as any
parcels that are not “Developed Parcels.” The Special Tax Formula defines “Developed Parcels”
as parcels having approved final small lot maps for residential use or approved special use
permits for multifamily residential or non-residential use (whether or not the parcels have
above-ground improvements). Thus, certain property taxed at the higher rate for Developed
Parcels under the Special Tax Formula could be considered “undeveloped” for purposes of the
Appraisal and the test for issuing additional Bonds under the Indenture.
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