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No dealer, broker, salesperson or other person has been authorized by the Underwriters, the Authority,
or the City to give any information or to make any representations in connection with the offer and sale of the
Bonds other than those contained in this Official Statement and, if given or made, such other information or
representations must not be relied upon as having been authorized by any of the foregoing.

The information set forth herein has been obtained from the Authority, the City and other sources
which are believed to be reliable, but is not guaranteed as to accuracy or completeness, and is not to be
construed as a representation by the Underwriters. Statements contained in this Official Statement which
involve estimates, forecasts or matters of opinion, whether or not expressly so described herein, are intended
solely as such and are not to be construed as a representation of facts. The information and expressions of
opinion herein are subject to change without notice, and neither the delivery of this Official Statement nor any
sale made hereunder shall, under any circumstances, create any implication that there has been no change in
the affairs of the Authority or the City since the date hereof.

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

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, IN RELIANCE UPON AN EXEMPTION FROM THE REGISTRATION REQUIREMENTS
CONTAINED IN SUCH ACT. THE BONDS HAVE NOT BEEN REGISTERED OR QUALIFIED UNDER
THE SECURITIES LAWS OF ANY STATE.

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements.” Such statements are generally identifiable by the terminology used, such as
“plan,” “expect,” “estimate,” “budget” or other similar words. The achievement of certain results or other
expectations contained in such forward-looking statements involve known and unknown risks, uncertainties
and other factors which may cause actual results, performance or achievements described to be materially
different from any future results, performance or achievements expressed or implied by such forward-looking
statements. Neither the Authority nor the City plan to issue any updates or revisions to those forward-looking
statements if or when its expectations, or events, conditions or circumstances on which such statements are
based occur.

The Underwriters have provided the following sentence for inclusion in this Official Statement: The
Underwriters have reviewed the information in this Official Statement in accordance with, and as a part of,
their responsibilities to investors under the federal securities laws as applied to the facts and circumstances of
this trafisaction, but the Underwriters do not guarantee the accuracy or completeness of such information.
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OFFICIAL STATEMENT

$46,265,000
SACRAMENTO CITY FINANCING AUTHORITY
2002 Refunding Revenue Bonds

INTRODUCTION

This introduction contains only a brief summary of certain of the terms of the Bonds being
offered and a brief description of the Official Statement. All statements contained in this introduction
are gualified in their entirety by reference to the entire Official Statement. References to, and
summaries of, provisions of the Constitution and laws of the State of California and any documents
referved to herein do not purport to be complete and such references are qualified in their entirety by
reference to the complete provisions. The information and expressions of opinion herein speak only
as of their date and are subject to change without notice. Neither the delivery of this Official
Statement nor any sale made hereunder nor any future use of this Official Statement shall, under any
circumstances, create any implication that there has been no change in the affairs of the Authority or
the City since the date hereof.

Purpose

This Official Statement, including the cover page and the appendices, provides information
regarding the issuance by the Sacramento City Financing Authority (the “Authority”™) of its
$46,265,000 aggregate principal amount of 2002 Refunding Revenue Bonds (the “Bonds™).

The Bonds

The Bonds are being issued pursuant to the Constitution and the laws of the State of
California (the “State™), including the Joint Exercise of Powers Act, constituting Chapter 5, Division
7, Title 1 (commencing with Section 6500) of the Government Code of the State and all subsequent
amendments and supplements thereto (collectively, the “Act”™), Resolution No. 2002-004 of the
Authority adopted on October 8, 2002, Resolution No. 2002-680 of the City of Sacramento (the
*City™) adopted on Qctober 8, 2002, Resolution No. 02-10-0238 of the Sacramento Regional Transit
District {the “District”) adopted on October 14, 2002, and an Indenture dated as of October 1, 2002
{the “Indenture™) between the Authority and BNY Western Trust Company, as trustee (the “Trustee™).
The Bonds are being issued to provide funds to (i) establish irrevocable escrows to refund
$27,950,000 principal amount of the City’s 1991 Refunding Certificates of Participation (1987 Public
Facilities Project) and $20,430,000 principal amount of the City’s 1991 Refunding Certificates of
Participation (Sacramento Light Rail Transit Project) (collectively, the “1991 Certificates™); (ii) fund
the Reserve Fund; and (iii) pay the costs of financing. See “PLAN OF REFUNDING.”

Security for the Bonds

The Bonds are limited obligations of the Authority, payable from and secured as to the
payment of the interest and principal solely from the Revenues. Generally, Revenues consist of (i) all
Base Rental Payments (defined herein) payable by the City pursuant to the Project Leases (defined
herein}; (ii) all moneys in the funds and accounts under the Indenture (other than the Rebate Fund),
and (iii) all investment income with respect to any money held by the Trustee (other than moneys on
deposit in the Rebate Fund),




The Project Leases. Pursuant to the Second Amended and Restated Project Lease dated as of
October 1, 2002 (the “Theater Project Lease™), the City will lease certain property (the “Theater
Project™) from the Authority. See “THE PROJECTS - Theater Project” herein.

Pursuant to the Second Amended and Restated Transit Property Lease dated as of October 1,
2002 (the “Transit Project Lease™), the City will lease certain property (the “Transit Project”) from the
Sacramento Regional Transit District (the “District”). See “THE PRQOJECTS - Transit Project”
herein. Pursuant to an Assignment Agreement dated as of October 1, 2002 by and between the
Authority and the District (the “Assignment Agreement”), the District will assign to the Authority
certain of its rights pursuant to the Transit Project Lease, including the right {o receive Base Rental
Payments and Additional Rental Payments (as defined herein).

The Theater Project Lease and the Transit Project Lease are herein referred to collectively as
the “Project Leases”. The Theater Project and the Transit Project are herein referred to collectively as
the “Projects.”

Base Rental Payments. Under each Project Lease, in consideration for the use and occupancy
of the particular Project which is the subject of the Project Lease, the City is to make certain payments
designated as Base Rental Payments (“Base Rental Payments™) and certain other payments designated
as Additional Rental Payments (“Additional Rental Payments™) in the amounts, at the times and in the
manner set forth in the Project Leases. The City has covenanted in the Project Leases to take such
action as may be necessary to include all Base Rental Payments and Additional Rental Payments due
thereunder in its annual budgets, and to make the necessary annual appropriations for all such Base
Rental Payments and Additional Rental Payments, except to the extent such payments are abated.
However, the City is not obligated to levy or pledge any form of taxation for the payment of rental for
the Projects, nor has the City done so. See APPENDIX A —"SUMMARY OF PRINCIPAL LEGAL
DOCUMENTS—The Theater Project Lease™ and the Transit Project L.ease for a discussion of certain
provisions of the Project Leases and APPENDIX C—"GENERAL INFORMATION REGARDING
THE CITY OF SACRAMENTO” for a discussion of certain economic and statistical information with
respect to the City. The audited financial statements of the City for fiscal year 2000-01 are attached as
APPENDIX B - “AUDITED FINANCIAL STATEMENTS OF THE CITY.”

Abatement. The obligation of the City to make Base Rental Payments (as defined herein) and
Additional Rental Payments under each Project Lease is subject to abatement in the event of damage
or destruction to, or condemnation of or title defects to or substantial interference with the use of the
Project (as defined herein) or portion thereof which is the subject of such Project Lease. See
“SECURITY FOR THE BONDS — Abatement.”

Reserve Fund. The Indenture requires the establishment of a reserve fund (the “Reserve
Fund”) to be funded in the amount of $4,626,500 (the “Reserve Requirement”). The Indenture
provides that afl or a portion of the Reserve Requirement may be satisfied through the use of one or
more surety bonds issued by a municipal bond insurer or by a letter of credit or other credit instrument
issued by a bank or other credit provider. See “SECURITY FOR THE BONDS — Reserve Fund.”

Redemption

The Bonds are subject to extraordinary redemption prior to their respective maturities. See
“THE BONDS - Extraordinary Redemption.”

Continuing Disclosure

The City and the Authority have covenanted for the benefit of holders and beneficial owners
of the Bonds to provide certain financial information and operating data relating to the City by not




later than the date which is 9 months following the end of the City's fiscal year (which currently would
be by March 31 each year based upon the June 30 end of the City's fiscal year), commencing with the
report for the 2002 fiscal year for the City, and to provide notices of the occurrence of certain
enumerated events, if material. See “CONTINUING DISCLOSURE.”

Tax Matters

In the opinion of Orrick, Herrington & Sutcliffe L1.P, 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 Bonds is excluded from gross income for federal
income tax purposes under Section 103 of the Internal Revenue Code of 1986 (the “Code™) and is
exempt from State of California personal income taxes. Bond Counsel is of the further opinion that
interest on the Bonds is not a specific preference item for purposes of federal individual or corporate
alternative minimum taxes, although Bond Counsel observes that such interest is included in adjusted
current earnings in calculating federal corporate alternative minimum taxable income. See “TAX
MATTERS” herein.

Miscellaneous

This Official Statement contains descriptions of, among other things, the Authority, the City,
the Bonds and the Indenture. The descriptions and summaries of documents herein do not purport to
be comprehensive or definitive, and reference is made to each such document for the complete details
of all terms and conditions. All references in this Official Statement to documents are qualified in their
entirety by reference to such documents and, with respect to certain rights and remedies, to laws and
principles of equity relating to or affecting creditors’ rights generally. References to the Bonds are
qualified in their entirety by reference to the Indenture, including the form of Bonds included therein.
Capitalized terms used herein and not otherwise defined herein shall have the meanings set forth in the
Indenture. Definitions of certain terms used in this Official Statement are set forth in APPENDIX A—
“SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.” Copies of the Indenture, the Project Leases
and the Assignment Agreement are available for inspection during business hours at the offices of the
Trustee in San Francisco, California.

The Bonds will be offered when, as and if executed and delivered, and received by the
Underwriters, subject to the approval as to their legality by Bond Counsel and certain other conditions.
It is anticipated that the Bonds in definitive form will be available for delivery to DTC on or about
Qctober 31, 2002.

THE PROJECTS
Following is a description of the Transit Project and the Theater Project.
The Transit Project

The Light Rail System Generally. The Transit Project consists of a portion of the Light Rail
Systermn, a (ransit system consisting of a 20,6 mile light rail transit line extending northeast and
southeast of the center of the City, inclading 30 wransit stations, patron parking and related support and
operating facilities.

The Light Rail System is composed of two “"corridors”, the Northeast Corridor and the
Folsom Corridor, that converge in downtown Sacramento. The nine-mile Northeast Corridor begins at
Watt Avenue and Interstate 80. It follows the former Interstate 80 bypass freeway right-of-way, the
former Sacramento Northern Swanston branch right-of-way along Arden Way, Del Paso Boulevard,
the Route 160 bridge across the American River, 12" Street, K Street, 7% Street (northibound), A Street




(northbound), ©Q Street and 12" Street, and the Union Pacific right-of-way adjacent to the alley
between Q and R Streets. The 9.3 mile Folsom Corridor begins at the Union Pacific right-of-way
along R Street and then follows the Southern Pacific Placerville branch right-of-way out to Butterfield
Way.

The right-of-way for the Light Rail System includes trackwork, signals, overhead electric
power, power substations and adjacent property. The 30 passenger stations along the route are of
simple design for sidewalk level boarding and include ticket issuing machines, passenger shelters (at
most stations), lighting, landscaping/art, telephones, information signs and benches. There are parking
facilities for 4,000 automobiles at designated stations, with land reserved for expansion to 6,400
spaces in the future.

The Light Rail System consists of 36 light rail vehicles (“LRVs™). The LRVs are constructed
of light weight welded steel, with some reinforced fiberglass interior, fire-resistant, upholstered foam
seats and rubber flooring. The LRV are fully heated and air-conditioned. There are 64 seats per car,
with comfortable seating and standing capacity at 196 passengers per car. All LRVs are equipped for
handicapped and elderly access.

Portions of the Light Rail System Constituting the Transit Project. The Transit Project is a
segregable portion of the Light Rail System, consisting of fifteen LRVs presently in service, two
electrical substations and a segment of the rail lines in the Northeast Corridor and in the Central
Business District of the City of Sacramento. Pursuant to a Grant Agreement dated November 3, 1983,
as amended (the “Grant Agreement”) the Federal Transit Administration (“FTA”) (as successor to the
Urban Mass Transit Administration) provided funds for significant portions of the Light Rail System.
Pursuant to the Grant Agreement, the District entered into various covenants generally relating to the
continuing use of the Light Rail System for transportation purposes, and FTA reserved an interest in
the Light Rail System to assure District compliance with those covenants. Assuming continuing
compliance by the District (and the City as lessee), the interest retained by FTA has no effect on the
day-to-day operation or use of the Transit Project by the District and the City (and therefore, on
abatement), or on the exercise of remedies by the Trustee in the case of an event of default by the City
under the Lease; provided however, that in all circumstances the Light Rail System must be used for
the purposes specified in the Grant Agreement.

The section of the Northeast Corridor track which constitutes part of the Transit Project starts
at a point approximately 200 feet east of Del Paso Boulevard, continues down Del Paso Boulevard to
12™ Street, crosses under the Southern Pacific mainline and terminates approximately fifty feet west
of 12" Street on K Street, a distance of approximately 3.5 miles. The line segment passes through the
four passenger stations at Globe, Del Paso, Alkali Flat and 12" and H and includes two one-megawatt
substations.

The rights-of-way on which the 3.5 mile portion of the rail line which is included in the
Transit Project is installed (the "Transit Sites") are located on land owned by the District (21%), the
City {28%), and the State (51%). Pursuant to the provisions of the Streets and Highways Code of the
State, the City has granted the District, with the approval of the State, an operating {ranchise with
respect to the sites located on land owned by the State. The District leased (i) the Transit Sites located
on land owned by the District and (ii) its franchise with respect to the Transit Sites located on land
owned by the State, to the City pursuant to that certain Site Lease dated as of June 1, 1985, as
amended. The Site Lease will be further amended in connection with the delivery of the Bonds. The
net result is that the City has full possessory rights to the Transit Sites. However, the City has granted
to the District the right to operate the Transit Project on the Transit Sites pursuant to an Amended and
Restated Operating Agreement between the District and the City, dated as of October 1, 2002.




The District and the City consider the LRVs, electrical substations and rail lines which
constitute the Transit Project to be in excellent condition (subject to ordinary wear and tear). The
District undertakes a regular program of periedic maintenance with respect to the elements of the
Transit Project. At the time of delivery of the Bonds, the City will certify that it has full use and
possession of the Transit Project and that the full amount of Base Rental due under the Transit Project
Lease is payable.

Pursuant to the Transit Project Lease, the City (with the consent of the District) has the option
to substitute any light rail cars for all or a portion of the LRVs included in the Transit Project, subject
to satisfaction of certain conditions specified in the Transit Project Lease. See “SECURITY FOR THE
BONDS - The Project Leases — Substitution” herein.

The Theater Project

The Sacramento Community Center Theater (which constitutes the Theater Project) is part of
the Sacramento Convention Center complex. The Convention Center complex is located on a two-
and-a-half-block area bounded by 13™ Street, 15™ Street, J Street and L Street at the eastern end of the
Central Business District.

The Theater is designed with a total building area of 75,000 square feet and a stage area of
8,100 square feet. With its recent structural and electrical improvements, precision acoustics and
plush seating, the Sacramento Community Center Theater hosts a variety of events, from
performances by local artists to Broadway musicals on tour. Currently, the Community Center
Theater is home to season productions for the California Musical Theater’s Broadway Series,
Sacramento Ballet, Sacramento Opera, Sacramento Philharmonic, Sacramento Choral Society, and the
Orchestra and Community Concert Series.

The total seating capacity is 2,436. During the upcoming 2002-2003 season, the Theater will
be home to over 200 performances, including 106 Broadway Series Performances.

Pursuant to the Theater Project Lease, the City may substitute another project for the Theater
Project, subject to the terms and conditions of the Theater Project Lease. See “SECURITY FOR THE
BONDS — The Project Leases — Substitution”™ herein.

THE PLAN OF REFUNDING

General

The Authority will apply the proceeds of the Bonds, net of costs of issuance and reserves to
(1) establish irrevocable escrows to refund $27,950,000 principal amount of the City’s 1991 Refunding
Certificates of Participation (1987 Public Facilities Project) and $20.430,000 principal amount of the
City’s 1991 Refunding Certificates of Participation (Sacramento Light Rail Transit Project)
(collectively, the “1991 Certificates™); (i1} tund the Reserve Fund; and (iii) pay the costs of financing.

Refunding of 1991 Certificates

The Authority will apply a portion of the proceeds of the sale of the Bonds, together with
other lawfully available funds designated by the Authority, to purchase securities to be deposited in
irrevocable escrow funds established to refund and defease all the outstanding 1991 Certificates
described below pursuant to the legal documents under which such 1991 Certificates were issued.
The City of Sacramento 1991 Refunding Certificates of Participation (1987 Public Facilities Project)
were delivered to refund and defease the then outstanding City of Sacramento Certificates of
Participation (1987 Public Facilities Project)} (the 1987 Certificates™). The 1987 Certificates were




delivered to finance the acquisition and construction of certain facilities and equipment related to the
health, safety and welfare of the citizens of the City and the municipal operations of the City
constituting a theater. The City of Sacramento 1991 Refunding Certificates of Participation
(Sacramento Light Rail Transit Project) were delivered to defease and refund the then outstanding
City of Sacramento 1985 Certificates of Participation (Sacramento Light Rail Transit Project) (the
“1985 Certificates™). The 1985 Certificates were delivered in comnection with the construction by the
Sacramento Regional Transit District of a light rail transportation system in the County of
Sacramento. Collectively, the City of Sacramento 1991 Refunding Certificates of Participation (1987
Public Facilities Project) and the City of Sacramento 1991 Refunding Certificates of Participation
(Sacramento Light Rail Transit Project) are referred to hereinafter as the “1991 Certificates.” The
cutstanding 1991 Certificates consist of the following:

Outstanding 1991 Refunding Certificates of Participation
(1987 Public Facilities Project)

Maturity Date Interest Redemption
(July 1} Amount Rate Redemption Date Price
2007 $11,925,000 6.500% December 1, 2002 101%
2012 16,025,000 6.000 December 1, 2002 101
TOTAL $27,950,000

Outstanding 1991 Refunding Certificates of Participation
(Sacramento Light Rail Transit Project)

Maturity Date Interest Redemption
(July 1) Amount Rate Redemption Date Price
2007 $8.605,000 6.750% December 1, 2002 101%
2012 11,825,000 6.500 December 1, 2002 101
TOTAL $20,450,000

Pursuant to the Escrow Agreement dated as of October 1, 2002 between the Authority and the
Escrow Agent for the Sacramento Light Rail Transit Project and the Escrow Agreement dated as of
October 1, 2002 between the Authority and the Escrow Agent for the City of Sacramento 1987 Public
Facilities Project (collectively, the “Escrow Agreements”), maturing principal and interest of certain
securities purchased with the proceeds of sale of Bonds, together with other moneys held by BNY
Western Trust Company, the Escrow Agent for the Transit Project and by U.S. Bank, N.A., the
Escrow Agent for the Theater Project (collectively, the “Escrow Agents”), will be applied to the
redemption of the 1991 Certificates on the redemption date selected by the Authority and specified in
the Escrow Agreements and to the payment of all principal and interest due on the 1991 Certificates
prior to the redemption date.

Upon deposit of a portion of the Bond proceeds with the Escrow Agents and the receipt by
the Escrow Agents of irrevocable escrow instructions from the Authority, the 1991 Certificates will be
refunded and will no longer be entitled to the benefits of the legal documents under which they were
respectively issued.




ESTIMATED USE OF BOND PROCEEDS

The estimated sources and uses of funds with respect to the Bonds (exclusive of accrued
interest} are set forth below:

Estimated Sources of Funds
Par amount $46,265,000.00
Net Original Issue Premium.........ccccovviiinrnnne 1,722,822.95
Debt Service Reserve Funds from:
Light Rail Certificates 3,133,024.95
Public Facilities Certificates 4,176,481.98
Total Sources $55,297,329.88

Estimated Uses of Funds

Refunding Escrow Funds
Light Rail Certificates $21,142,492.75
Public Facilities Certificates 28,912,822.75
4,626,500.00
615,514.38
$55,297,329.88

Includes rating agency, legal, financial, advisory, printing, underwriting costs and
underwriters” discount.

THE BONDS

General

The Bonds will be delivered in fully registered form only, and when delivered will be
registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New
York (“DTC”). DTC will act as securities depository for the Bonds. Ownership interests in the Bonds
may be purchased in book-entry only form, in the denominations set forth below. See “THE

BONDS-Book-Entry Only System.”

Interest on the Bonds will be payable semiannually on January 1 and July 1 of each year,
commencing July 1, 2003 {each an “Interest Payment Date™), and will be calculated on the basis of a
360-day year composed of twelve 30-day months. Each Bond will bear interest from the Interest
Payment Date next preceding its date of authentication, unless it is authenticated on a day during the
period from the day following a Record Date next preceding each Interest Payment Date to such
Interest Payment Date, both dates inclusive, in which event it shall bear interest from such Interest
Payment Date, or unless it is authenticated on a day on or before the Record Date next preceding the
first Interest Payment Date, in which event it shall bear interest from its date; provided, that if at the
time of authentication of any Bond interest is then in default on any Outstanding Bonds, such Bond
shall bear interest from the Interest Payment Date to which interest has previously been paid or made
available for payment on the Qutstanding Bonds.

While the Bonds are held in the book-entry only system of DTC, all payments of principal
and interest on the Bonds will be made o Cede & Co., as registered owner of the Bonds. See
APPENDIX F - “BOOK-ENTRY ONLY SYSTEM.”




