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CITY OF SACRAMENTO -- COUNTY OF SACRAME

July 3, 2002
F67NWD.DOC

TO:

Sacramento County Board of Supervisors
Mayor, Members of the Sacramento City Council

FROM:

Geoffrey B. Davey, County Chief Financial Officer
Thomas P. Friery, City Treasurer

SUBJECT:

H STREET THEATRES PROJECT - APPROVE AMENDMENT OF
PROJECT COSTS AND FINANCING PLAN;. APPROVE ISSUANCE OF
CERTIFICATES OF PARTICIPATION AND AUTHORIZE THE
EXECUTION AND DELIVERY OF VARIOUS AGREEMENTS AND
DOCUMENTS

LOCATION AND DISTRICTS:

1419 H Street
County Supervisorial District 1
City Council District 3

RECOMMENDATIONS:
1. That the Sacramento County Board of Supervisors and the Sacramento City Council
approve the changes to the financing plan for the H Street Theatres Project;
2. That the Sacramento County Board of Supervisors and the Sacramento City Council
adopt the attached resolution to:
•

Approve the debt financing of the H Street Theatre project through.the delivery of
Sacramento Regional Arts Facilities Financing Authority Series 2002 certificates of
participation;

•

Authorize the execution and delivery of related documents and other actions to
include: a Site Lease' Agreement II, a Sublease Agreement, a Facility Lease
Agreement, a Memorandum of Understanding, a Trust Agreement, a Control
Agreement, Continuing Disclosure Certificates, a Purchase Contract, an Amendment
and Supplement to Fund Agreement; and an Official Statement (all documents are on
file in the Clerk of the Board's and City Clerk's Offices).

3. That the County Board of Supervisor's hold a TEFRA Hearing giving the public an
opportunity to comment on the debt financing.
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CONTACTS:

Geoffrey B. Davey, County Chief Financial Officer, (916) 874-5803
Thomas P. Friery, City Treasurer, (916) 264-5168

FOR BOARD OF SUPERVISORS MEETING OF:
FOR CITY COUNCIL MEETING OF:

July 16, 2002
July 18, 2002

SUMMARY:
The Board of Supervisors and City Council previously formed the Sacramento Regional Arts
Facility Financing Authority (SRAFFA) and approved a financing plan for the H Street Theatres
Project. The project includes improvements to and new construction of theater facilities operated
by the California Musical Theater (CMT, the Music Circus) and the Sacramento Theater
Company (STC). The theaters are located in downtown Sacramento in the block bounded by
14th, 150', G, and H Streets.
The original financing plan for the project was based on an estimate of the construction costs.
The construction bids for the project, which were received on May 30, 2002, came in higher than
the estimate. This has necessitated changes to the project. County and City staff, project
consultants, and representatives of CMT and STC have developed a revised financing plan that
includes:
1. Negotiated construction contract - rejection of all bids and sole source negotiation
with the lowest bidder to reduce construction costs and risks associated with the plans
and subcontractor coordination issues;
2. Reducing the construction contingency due to the decreased risk associated with a
negotiated construction contract.
3. Requiring a lease provision to cover any extenuating circumstances that cause the
county and city to pay construction cost overruns that CMT is unable to pay, the rate
of repayment shall be at a minimum, $100,000 plus interest at the City pool rate,
within each two year period of time;
4. Extending the debt issue term from 25 to 30 years; and
5. Increasing the financial contributions of the CMT and STC. The County and City
contributions already approved by both bodies will not increase in value and/or term.
Implementation of this plan will result in the theater improvements being constructed close to the
original project description and schedule.
The table below provides a summary comparison of the debt issue estimate previously approved
by the County and City and the proposed revision.

Proceeds from sale of COPS
Cash on Hand
Total Project Cost

May 7 Apuroval
$14,185,000
1,236,000
$15,421,000

Proposed July Approval
$16,945,000
1,636,000
$18,581,000
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COMMITTEE/COMMISSION ACTION:
No committee or commission actions are required. The recommendations contained within this
report are the joint recommendations of County staff, City staff, CMT, and STC.
BACKGROUND INFORMATION:
On May 7, 2002, the Board of Supervisors and the City Council approved the debt financing of
the H Street Theatres Project and approved the financing plan through which the debt would'be
redeemed. The debt issue would have been $14.2 million and the annual debt service would have
been approximately $1.0 million. When the construction bids were opened, all were.
significantly higher than the estimate. There were two areas that contributed significantly to the
estimate variance:
1. Uncertainty on the part of the bidders regarding the coordination of various elements
(disciplines) of the plans, resulting in higher estimates to ensure coverage; and
2. Specialized theatrical equipment estimates were significantly higher than the original
estimates provided by the architect.
Immediately upon receipt of the bid results, County staff, City staff, and representatives of CMT
and STC, along with the project advisors and consultants began discussions to determine how the
project could go forward on schedule with no additional increased risk to the County and City.
The proposed recommendation involves the following amended and enhanced business points.
1. Negotiated construction contract - rejection of all bids and sole source negotiation
with the lowest bidder to reduce construction costs and risks associated with the plans
and subcontractor coordination issues;
2. Reducing the construction contingency amount due to the decreased risk associated
with a negotiated construction contract;
3. Requiring a lease provision to cover any extenuating circumstances that cause the
county and city to pay construction cost overruns that CMT is unable to pay, the rate
of repayment shall be at a minimum, $100,000 plus interest at the City pool rate,
within each two year period of time;
4. Extending the debt issue term from 25 to 30 years; and
5. Increasing the financial contributions of the CMT and STC. The County and City
contributions already approved by both bodies will not increase in value and/or term.
Construction Contract
Initially, the construction contract was to. be awarded to the lowest responsible bidder in
accordance with the City's standard public bid process. However, after all the bids received
were over the estimated amount, SRAFFA suspended competitive bidding and authorized staff to
negotiate with the lowest bidder, Flintco, Inc. There were two primary components that
contributed significantly to the estimate variance: coordination of various elements (disciplines)
of the plan and cost of specialized theatrical equipment.
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As part of the negotiation process, a list of reductions was developed that identified potential
reduction items totaling $515,000. The construction contract contains provisions that if
sufficient funds are not available through the sale of the certificates the list of reductions will
then be used to reduce the contract amount. This list of reductions has been reviewed by both
theater representatives and environmental staff and both conclude there are no significant
impacts to the project.
Flintco has also agreed to accept the plans "as is" along with the associated risk and to forego
any savings realized through value engineering or efficiencies. The effect of the negotiated
construction contract reduces the risk exposure associated with the plans and therefore, a
recommendation was made to reduce the contingency amount established to cover any
unforeseen circumstances.
FINANCIAL CONSIDERATIONS:
Project Cost and Financing Changes
The original and revised financing for the project may be summarized:

Proceeds from sale of COPS
Cash on Hand
Total Project Cost

May 7 Approval
$14,185,000
1,236,000
$15,421,000

Proposed July Approval
$16,945,000
1,636,000
$18,581,000

The larger debt issue is funded through increased contributions from CMT and STC and a 5-year
extension of the debt service terms from 25 years to. 30 years. Taking these two actions allows
both the higher debt issue and increases the coverage (project financing in excess of annual debt
service).
Together CMT and the City have proposed an additional $400,000 of "Cash on Hand" to meet
the construction needs or to cover any debt service needs in the early years of repayment. CMT
has agreed to contribute an additional $300,000 from their operations and the City has identified
an additional $100,000 in interest earnings from the H Street Theatre Project (HTP) fund that
may be appropriated.
Sources of Debt Service
The higher debt issue, while making more funding available for the theater renovation project
also requires higher annual debt service payments. After construction is complete, the annual
debt service could be just under $1.1 million. In order to provide both the additional debt service
and to provide for a larger debt service reserve, both CMT and STC have agreed to make
additional financial contributions. The County and City contributions that were previously
approved will not change.
CMT will increase the per ticket surcharge ("facility fee") on performances at the project site
from $3 to $4 per ticket beginning with the 2003 season. The facility fee will apply to all CMT
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performances and planned concerts in the new tent facility. The revenue estimates are based on
a five-year attendance average and have been discounted by five percent to ensure additional
security.
STC has agreed to extend the term of its facility fee from 10 years to 30 years, or the term of the
debt service. The STC facility fee has not been increased from the $2.50 per ticket level, nor
have attendance estimates been adjusted. The purpose of the STC extension is to increase the
coverage security of the debt issue and is not included for purposes of sizing the debt.
In addition to the facility fee increases, CMT has agreed that any renewal of the current naming
rights agreement or any new naming rights revenue will be classified as project related revenues
and would serve as additional debt service coverage. The current paid naming rights agreement
for the Wells Fargo. Pavilion is for a ten-year period of time.
Debt Service Reserve and Excess Contributions
In order to minimize risk to the County and City and to make the debt issue more attractive to
investors, the estimated project revenues exceed the annual debt service. The additional facility
fee contributions from CMT and STC are greater than the increase in annual debt service. The
excess will accumulate in the control account (the "lockbox" account) over time. At the end of
the term, the excess could be $6.2 million, or over 5.5 years in annual debt service.
In addition, the final year debt service of approximately $1.1 million will be included in the debt*
issue and is held in reserve for the entire 30-year debt term.
TEFRA HEARING
The Internal Revenue Code requires that a public hearing (known as a TEFRA Hearing) be held
in association with approval of a debt financing. A TEFRA Hearing for this project was held
before the Board of Supervisors on May 7, 2002; however, at that hearing the maximum amount
of the debt issue was set at $15,500,000. Under the revised financing plan, the maximum
amount has been increased to $18,000,000. This requires that another TERFA Hearing be held.
The Sacramento Regional Arts Facilities Financing Authority (SRAFFA), a Joint Exercise of
Powers Authority formed by Sacramento County and the City of Sacramento, will issue Series
2002 Certificates of Participation (Certificates), in an amount not to exceed $18,000,000. The
proceeds of the Certificates will be used to: (i) finance the improvements of the theater facilities
at 1419 H Street and 1422 G Street, Sacramento, California; (ii) provide for a reserve fund for
the Certificates; and (iii) pay certain expenses associated with the delivery of the Certificates.
The improved theater facilities are to be operated by the California Musical Theater and the
Sacramento Theater Company.
Anyone interested in expressing their views on the delivery of the Certificates or on the nature or
location of the project to be financed will be given the opportunity to do so at this Public Hearing
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or may, prior to the time of the hearing, submit written comments. Adoption of the County
Financing Resolution (Section 12) signifies that the TEFRA Hearing requirement has been met.
ENVIRONMENTAL CONSIDERATIONS:
An Environmental Impact Report (EIR) was prepared for the proposed project. The EIR was
certified by City Council in January 2001. Following that action two lawsuits were filed against
the project. Both lawsuits have been resolved and the CEQA process is complete.
The list of identified potential reductions referenced above has been reviewed by staff in the
City's Environmental Services Division. Staff has concluded that if changes were to be made to
the project, based on the list of potential reductions, no significant impacts to the project would
occur.
POLICY CONSIDERATION - COUNTY AND CITY RISK
The County and City staff working on this project collectively have confidence that the project
related revenues, supplemented by the agreed to county and city contributions, should be
sufficient to meet debt service and accumulate a substantial reserve. The use of the control
agreement has further strengthened our financial security. Monthly targets have been set in the
control agreement, which provide for early notification of projected revenue shortfalls and
allows for corrective actions to be identified and implemented in a timely fashion.
The risk factor is the attendance at theater performances held at the project site. The City and
County are the ultimate guarantors of the debt service payments to certificate holders; any
shortfalls will be equally shared between the two agencies.
Respectfully submitted,

Respectfully submitted,

GEOFFREY B. DAVEY
County Chief Financial Officer

City Treasurer

APPROVAL RECOMMENDED

APPROVAL RECOMMENDED

FJ,,„ TERRY SCHUTTEN
County Executive

fj OBERT P\,T•FIOMAS
/ City Manager
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RESOLUTION NO. a206ol - 9?3

OFFICE OF THE
. CITY CLEa ;

ADOPTED BY THE SACRAMENTO CITY COUNCIL .
ON DATE OF _
RESOLUTION OFTHE CITY COUNCIL OF THE CITY OF SACRAMENTO
APPROVING- THE 'DELIVERY OF SACRAMENTO REGIONAL ARTS
FACILITIES FINANCING AUTHORITY SERIES 2002 CERTIFICATES .OF
PARTICIPATION, APPROVING THE FORM OF AND AUTHORIZING THE
EXECUTION AND DELIVERY OF A SITE, LEASE - AGREEMENT .II, A
SUBLEASE AGREEMENT, A FACILITY LEASE AGREEMENT, A TRUST
ACONTROL AGREEMENT, A CONTINUING
AGREEMENT,
DISCLOSURE CERTIFICATE, A PURCHASE CONTRACT (INCLUDING A
CITY LETTER OF REPRESENTATIONS),;' AN AMENDMENT AND
SUPPLEMENT TO FUNDING AGREEMENT, A MEMORANDUM OF
UNDERSTANDING AND AN OFFICIAL STATEMENT, AUTHORIZING
AND
STATEMENT
OFFICIAL
AN
OF
DISTRIBUTION
THE
AUTHORIZING THE EXECUTION AND, DELIVERY OF AND
APPROVING OTHER-RELATED DOCUMENTS AND CERTAIN OTHER'
ACTIONS IN.CONNECTION THEREWITH

WHEREAS, the City of Sacramento (the "City") and the County of Sacramento (the,
"County") have entered into a joint exercise of powers agreement creating the Sacramento
Regional Arts Facilities Financing Authority (the "Authority"); and
WHEREAS, the City and the County; as. members of the Authority, have determined that
the financing and refinancing of the acquisition, construction, improvement; renovation. and
equipping of certain theatre facilities- (the "Project") located at 1419 H Street, Sacramento,
California (the "H.Street.Site") and 1422 G Street, Sacramento, California; (the "G Street Site" and
together-with the H Street Site, the "Sites") will result in significant public benefits (as described,
below); and
WHEREAS, the Authority will assist in financing and refinancing the Project through. the
delivery of those certain Sacramento Regional Arts Facilities Financing Authority, Series. 2002
Certificates of Participation (the "Certificates") pursuant to that certain trust agreement, dated..as
of August 1, 2002 (the "Trust Agreement"), by and among the Authority, the City, the County and
BNY Western Trust Company (the "Trustee"); and
WHEREAS, the California Musical Theatre, a nonprofit public benefit' corporation
organized and existing under the laws of the State of California ("CMT"); intends to lease the- G
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Street Premises (which consists of the G Street Site and the portion of the Project located or to be
located at the G Street Site) to the Authority pursuant to that certain site lease agreement, dated as
of August 1, 2002 (the "Site Lease Agreement I"), by and between'CMT and the Authority; and
WHEREAS, the City and the County, as tenants-in-common, intend to lease the H Street
Premises (which consists of the H Street Site and the portion of the Project located or to be
located at the H Street Site) to the Authority pursuant to that certain site lease agreement, dated as
of August 1, 2002 (the "Site Lease Agreement II," and together with this Site Lease Agreement I,
the "Site Lease Agreements"), by and among the City, the County and the Authority; and.
WHEREAS, the Authority intends to lease the G Street Premises and the H Street
Premises (together, the "Premises") to the City and the County, as tenants-in-common; pursuant
to that certain sublease agreement, dated as of August 1, 2002 (the "Sublease Agreement"), by and
among the City, the County and the Authority; and
WHEREAS, the City. and the County, as tenants-in-common, intend to lease the Premises
to CMT pursuant to that certain facility lease agreement, dated as of August 1, 2002 (the "Facility
Lease Agreement"), by and among the City, the County and CMT; and
WHEREAS, under the Facility Lease Agreement, CMT will be obligated to make, among
other payments,. Base Rental Payments (as defined in the Facility Lease Agreement) in an amount
equal to debt service with respect to the Certificates; and
WHEREAS, under the Sublease Agreement, the City and the County will be obligated to
make, among other payments, Sublease Payments (as defined in the Sublease Agreement) in
amounts equal to debt service with respect to the Certificates; and
WHEREAS, the obligations of the City and the County to pay the Sublease Payments
under the Sublease Agreement mill-be credited (subject to the provisions of the Sublease
Agreement) to the extent that the Trustee receives Base Rental Payments from CMT- under the
Facility Lease Agreement and deposits such amounts, in ",the Interest Fund and the Principal Fun&
under. the Trust Agreement, and to the extent that Base Rental Payments received under the
Facility Lease Agreement are insufficient to pay debt service with respect to the Certificates, the
City and the County will pay any deficiency in the proportion of fifty percent (50%) each; and
WHEREAS, to evidence the parties' intent that CMT and STC should continue to occupy
the H Street Premises upon termination of the Facility Lease Agreement, the City, the County,.CMT
and STC will enter into that certain. memorandum of understanding (the "Memorandum of.
Understanding"); and
WHEREAS, in connection with the financing, that certain funding agreement, dated as of
May 1, 1997, by and among the City, the County, CMT and the Sacramento Theatre Compariy, a
nonprofit public benefit corporation organized. and existing under the laws of the State of
California, is required to be amended; and
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WHEREAS, in connection with the delivery of the Certificates,'. the City will also be
required to enter into: (1) a certain control `agreement, dated as of August 1, 2002 (the "Control
Agreement"); by and among Wells Fargo Bank, N.A., as custodian, CMT, the City, the County and
the Trustee;-and (2) a certain continuing disclosure agreement, dated the date of delivery of the
Certificates (the "Continuing Disclosure Certificate") by and between the City and the Trustee; and
to approve a certain certificate purchase contract, dated as of the date of the sale of the Certificates
(the "Purchase, Contract"), by and between E .J.. De La Rosa & Co., Inc (the "Underwriter") and
the Authority and approved by the City, the County and CMT including a city letter of
representations (the "City Letter -of Representations") which is set forth as an exhibit to the
Purchase Contract; and
WHEREAS, the City Council previously adopted a resolution approving, this financin
and
WHEREAS, several changes have been made to the financing plan since the date of the
City Council's adoption of the prior.resolution that require additional City Council approval; and
WHEREAS, final approval of the terms of the issuance and sale of the Certificates is now
sought; and
WHEREAS, all acts, conditions and things required by the Constitution and laws of the
State of California and the Charter of the City to exist, to have happened and to have been
performed precedent to and in connection with the consummation of the transactions authorized
hereby do exist, have happened and have been performed in regular and due- time, form and
manner as required by law, and the City is now duly authorized and empowered, pursuant to each
and every requirement of law, to consummate such. transactions for the purpose, in the manner
and upon the terms herein provided;
NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY

OF SACRAMENTO, AS FOLLOWS:
SECTION 1. Declaration of the Council. The City Council of the City of Sacramento
(the "Council") finds and determines that the foregoing recitals are true and correct.and hereby
specifically finds and. declares that the actions authorized hereby constitute and are with respect to
public affairs of the City.
SECTION 2. Additional Findina. The City hereby finds that the significant public
benefits of financing the Project include, but are not limited to,, the following:
(a)

The maintenance and promotion of economic development and employment
within the City and the region. ,

(b) -

The promotion of the general welfare, sense of community and quality of life
within the City. and the region.
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(c)

The Project will aid in drawing new audiences to the theater facilities, contributing
to the revitalization of the City.

-(d)

The maintenance and generation of increased tax revenues to the City.

(e)

The provision of recreational and entertainment attractions .and activities to the
people in the City and the region.

(f)

The provision of the newly constructed and renovated theatre facilities in order to
assure the presence of theatrical art and performances in the Sacramento region.

(g)

The promotion of governmental regional activity by cooperation between the City
of Sacramento .and the County of Sacramento in providing financing for the
Project.

SECTION 3. Site Lease Agreement II. The form of, the Site Lease Agreement II
presented to this meeting and on file with the City Clerk of the City (the "City Clerk") is hereby
approved. The Mayor, the City Manager or the City Treasurer or his or her designee (each, an
"Authorized Officer") is hereby authorized and directed, for and in the name and on behalf of the
City, to execute and deliver said Site Lease Agreement II in substantially said form, with such
changes therein as such officer may require or approve, such approval to' be conclusively evidenced
by the execution and delivery thereof.
SECTION 4. Sublease Agreement. The form of the Sublease Agreement presented to this
meeting and on f le with the City Clerk is hereby approved. Any Authorized Officer is hereby
authorized-and directed, for and in the name and on behalf of the City, to execute and deliver said
Sublease Agreement in substantially said form, with such changes therein as such officer may
require or approve; such approval to be conclusively evidenced by the. execution and delivery
thereof; provided, that the maximum City Sublease Payments payable thereunder in any year
ending August 31 shall not exceed $800;000.
SECTION 5. Facility Lease Agreement. The form of the Facility Lease Agreement
presented to this meeting and on file with the City Clerk is `hereby approved.. Any Authorized
Officer is hereby authorized and directed, for and in the name and on behalf of the City, to execute
and deliver said Facility Lease Agreement in substantially said forin, with such changes therein as
such officer may require or approve, such approval to be conclusively evidenced by the. execution
and delivery thereof.
SECTION 6. Trust Agreement. The form of the Trust Agreement presented to this
meeting and on file with the City Clerk is hereby approved. Any Authorized Officer is hereby
authorized and directed, for and in the name and on behalf of the City, to execute and deliver said
Trust Agreement in substantially said form, with such changes therein as such officer may require.
or approve, such approval to be conclusively evidenced by the execution and delivery thereof. The
dated date, maturity date or, dates, interest rate or rates, interest payment dates, denominations,
forms, registration privileges, manner of execution, place or places of payment, terms of
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prepayment and other terms of the Certificates shall be as provided in the Trust Agreement, as
finally executed.
SECTION 7. Control Agreement. The form of Control Agreement presented to this
meeting and on file with the City Clerk is hereby approved. Any Authorized Officer is hereby
authorized and directed; for and in the name and on behalf of the City, to execute and deliver said.
Control Agreement in substantially said form, with such changes therein as such officer may
require or approve, such approval to be conclusively evidenced by the execution and delivery
thereof.
SECTION 8. Continuing Disclosure Certificate. The form of the Continuing Disclosure
Certificate presented to this meeting and on file with the City Clerk is hereby approved: Any
Authorized Officer is hereby authorized, and directed, for and in the name and on, behalf of the
City, to execute and deliver said Continuing Disclosure Certificate in substantially said form, with
such changes therein as such officer may require or .approve, such- approval to be conclusively
evidenced by the execution and delivery thereof.
SECTION 9. Authorization of the Certificates; Purchase Contract and City Letter of
Representations. The City hereby authorizes and approves the delivery by the Authority of the
Certificates for the purpose of assisting in financing and refinancing the Project. In connection
with the purchase of the Certificates by the Underwriter, from the. Authority, any Authorized
Officer is hereby authorized and directed, for and in the name and on behalf of the City, to
approve the Purchase Contract (if and as necessary to accomplish the financing contemplated by
this resolution) and execute and deliver a City Letter of Representations in substantially the form
attached to the, form of the Purchase Contract presented to this meeting and on file with the City
Clerk, with such changes therein as such officer may require or approve, such approval to be
conclusively evidenced by the execution and delivery thereof.
SECTION 10. Official Statement. The form of the preliminary"official statement relating
to the Certificates (the "Prelixriinary Official Statenment") in substantially the form presented to this
meeting and on file with the City_ Clerk is hereby .approved. Any Authorized Officer is hereby
authorized to certify that the information relating to the City contained in such Preliminary Official
Statement, with such changes therein as such officer shall approve, is as of its date "deemed final"
for purposes of Rule 15c2-12 of the Securities and Exchange Commission. Any Authorized
Officer is hereby authorized and directed to execute for and in the name arid on behalf of the City,
a final Official Statement with such, changes therein and additions thereto to reflect the terms of
the sale of the Certificates, as such officer should require or approve, such approval to be
conclusively evidenced by the execution and delivery'thereof. The Underwriter of the Certificates
is hereby authorized to distribute copies of the Preliminary Official Statement to persons who may
'be interested in the purchase of the Certificates, and to deliver copies of any final Official
Statement to all actual purchasers of the Certificates, in each case with such changes as may be
approved as aforesaid.
SECTION 11. Amendment and S=lement to Funding Agreement. The form. of the
Amendment and Supplement to Funding Agreement presented to this meeting and on file with the
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City Clerk is hereby approved. Any Authorized Officer is hereby authorized and directed, for and
in the name and on behalf of the City, to execute and deliver said Amendment and Supplement to
Funding Agreement in substantially said form, with such changes therein as such officer may
require or approve, such approval to be conclusively evidenced by the execution and delivery
thereof.
SECTION 12. Memorandum of Understanding. The form of the Memorandum of
Understanding presented to this meeting and on file with the City Clerk is hereby approved. Any
Authorized Officer is hereby authorized and directed, for and in the name and on behalf of the
City, to execute and deliver said Memorandum of Understanding in substantially said form, with
such changes therein as such officer may require or approve, such approval to be conclusively
evidenced by the execution and delivery thereof.
SECTION 13. TEFRA Approval. The Council hereby approves the delivery of the
Certificates for the 'purpose of financing and refinancing the acquisition, construction,
improvement, renovation and equipping of the Project. It is the purpose and intent of the Council
that this resolution constitutes approval of the execution and delivery of the Sublease Agreement
and the Certificates for the purposes of Section 147(f) of the 'Code, by the applicable elected
legislative body and by the governmental unit having jurisdiction over the area in which the project
financed by the tax-exempt obligations is located, in accordance with Section 147(f) of the Code.
SECTION 14. Attestations. The City Clerk (or her designee) is hereby authorized and
directed to attest the signature of any Authorized Officer or such other City officers or their
designees, as may be required or appropriate in connection with the execution and delivery or
approval of the Site Lease Agreement II, the Sublease Agreement, the Facility Lease Agreement,
the Trust Agreement, the Control Agreement, the Continuing Disclosure Certificate, the Purchase.
Contract, the City Letter of Representations, the Official Statement in preliminary and final form,
the Amendment and Supplement to Funding Agreement, the Memorandum of Understanding or
related documents.
SECTION 15. Other Actions.. The Mayor, the City Manager, the. City Treasurer; the City
Clerk; and the other officers of the City and their designees are hereby authorized and directed
jointly and severally to do any and all things, and to execute and deliver any and all documents
(including, without limitation, any and all documents and certificates to be executed in connection
with securing credit support and/or a debt service reserve fund- surety, if any, for the Certificates),
and otherwise to carry out, give effect to and comply with the terms and intent of this Resolution
and the financing transaction approved hereby. Such actions heretofore taken by such officers are
hereby ratified, confirmed and approved.
SECTION 16. Future Consents. or Amendments. Each Authorized Officer is 'hereby
authorized, subject to the concurrence of the City Attorney, to (a) consent or agree to any matter
which requires the consent or agreement of the City under any of the documents authorized to be :
executed and delivered pursuant to this Resolution or (b) execute and deliver any future amendments
to the documents authorized to be executed and delivered pursuant to this Resolution, provided such
amendments are (1) made pursuant to the terms of such documents, (2) are consistent with such
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documents and (3) do not require consent of the Holders of the Certificates.
SECTION 17. Effective Date. This Resolution shall take effect from and after its date of
passage and adoption..
The undersigned, City Clerk of the City of Sacramento, hereby certifies that the foregoing
is a full, true and correct copy of the resolution of the City Council of said City duly made at a
meeting thereof held on 'the date specified below, and that said resolution has not been amended,
modified or revoked by said City Council.
PASSED AND ADOPTED by the City Council of the City of Sacramento on
2002, by the following vote:

APPROVED:

Mayor

ATTEST:

City Clerk
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HD&W Draft - 7/10/02

This Preliminary Official Statement and the information contained herein are subject to completion or amendment.
Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or the solicitation of an offer to
buy, nor shall there be any sale of these securities in any jurisdiction in which such offer, solicitation or sale would be
unlawful prior to registration or qualification under the securities laws of such jurisdiction.

PRELIMINARY OFFICIAL STATEMENT DATED JULY _, 2002
NEW ISSUE - BOOK-ENTRY ONLY

Ratings:

Moody's: Aaa (Insured)
Standard & Poor's: AAA (Insured)

In the opinion of Orrick, Herrington & Sutcliffe LLP, San Francisco, California, Special Counsel, based upon an
analysis of existing laws, regulations, rulings and court decisions, and assuming, among other matters, compliance with certain
covenants, interest with respect to the Certificates is excluded from gross income for federal income tax purposes under Section
103 of the Internal Revenue Code of 1986, as amended, and is exempt from State of California personal income taxes. Special
Counsel is also of the opinion that interest with respect to the Certificates is not a specific preference item for purposes of federal
individual or corporate alternative minimum taxes, although Special Counsel observes that such interest is included in adjusted
current earnings when calculating federal corporate alternative minimum taxable income. See "TAX MATTERS."

$00,000,000*
SACRAMENTO REGIONAL ARTS FACILITIES FINANCING AUTHORITY
SERIES 2002 CERTIFICATES OF PARTICIPATION
representing fractional undivided interests of the registered owners
thereof in the right to receive certain Sublease Payments
under and pursuant to that certain Sublease Agreement by and among the City of Sacramento, the County of
Sacramento and the Sacramento Regional Arts Facilities Financing Authority
Dated: August 1, 2002

Due: September 1, as shown below

The Sacramento Regional Arts Facilities Financing Authority Series 2002 Certificates of Participation (the
"Certificates") are being executed and delivered to provide funds to (i) finance and refinance the acquisition, construction,
improvement, renovation and equipping of certain theatre facilities (the "Project") located in the City of Sacramento (the "City");
(ii) establish a Reserve Fund for the Certificates; (iii) fund capitalized interest with respect to the Certificates through March 1,
2004; and.(iv) pay the initial costs of the financing. See "THE PROJECT" and "ESTIMATED SOURCES AND USES OF
FUNDS-." _
- _
>
The Certificates represent fractional undivided interests of the registered owners thereof (the "Owners") in the right to
receive certain Sublease Payments to be made by the City and the County of Sacramento (the "County") pursuant to a Sublease
Agreement, dated as of August 1, 2002 (the "Sublease Agreement") by and among the City, the County and the Sacramento
Regional Arts Facilities Financing Authority (the "Authority"). The City and the County will each be responsible for fifty
percent (50%) of the Sublease Payments due under the Sublease Agreement. The obligations of the City and the County under
the Sublease Agreement are not joint and neither the City nor the County is responsible for any shortfall in Sublease Payments of
the other. See "SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES - General Sublease Agreements."
The Certificates will be executed and delivered pursuant to a Trust Agreement, dated as of August 1, 2002 (the "Trust ,
Agreement") by and among the Authority, the City, the County and BNY Western Trust Company, as trustee (the "Trustee"). The
California Musical Theatre, a nonprofit public benefit corporation organized and existing under the laws of the State of California
("CMT"), will lease the G Street Premises (as defined herein) to the Authority pursuant to a Site Lease Agreement I, dated as of
August 1, 2002 (the "Site Lease Agreement I"). The City and the County will lease the H Street Premises (as defined herein) to
the Authority pursuant to a Site Lease Agreement II, dated as of August 1, 2002 (the "Site Lease Agreement II," and together
with the Site Lease Agreement I, the "Site Lease Agreements"). The Authority will lease the G Street Premises and the H Street
Premises (together, the "Premises") to the City and the County, as tenants-in-common, pursuant to the Sublease Agreement. The
City and the County, as tenants-in-common, will lease the Premises to CMT pursuant to a Facility Lease Agreement, dated as of
August 1, 2002 (the "Facility Lease Agreement") by and among the City, the County and CMT.

Interest represented by the Certificates is payable semiannually on March 1 and September 1 of each year, commencing
on March 1, 2003. The Certificates will be executed and delivered in book-entry form only and, when delivered, will be
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registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York ("DTC"), which will
act as securities depository for the Certificates. Individual purchases of the Certificates will be made in book-entry form only.
Purchasers of the Certificates will not receive physical certificates representing their ownership interests in the Certificates
purchased. The Certificates will be executed and delivered in the principal amount of $5,000 and any integral multiple thereof.
Principal and interest payments represented by the Certificates are payable directly to DTC by the Trustee. Upon receipt of
payments of principal and interest, DTC will in turn distribute such payments to the beneficial owners of the Certificates.
The Certificates are subject to mandatory, optional and extraordinary prepayment prior to their Certificate
Payment Dates, as described herein. See "THE CERTIFICATES - Prepayment" herein.

The City and the County each covenant in the Sublease Agreement to take such. action as may be necessary to include
all Sublease Payments and Additional Rental Payments in their respective General Fund budgets and to make the necessary
annual appropriations for such amounts. The obligation of the City and the County to make Sublease Payments and Additional
Rental Payments is subject to abatement in the event of delay in completion of, damage or destruction to, or condemnation of or
title defects to, or substantial interference with their use of, the Premises or a portion thereof.
THE OBLIGATION OF THE CITY AND THE COUNTY TO MAKE SUBLEASE PAYMENTS OR
ADDITIONAL RENTAL PAYMENTS UNDER THE SUBLEASE AGREEMENT DOES NOT CONSTITUTE AN
OBLIGATION OF THE CITY OR THE COUNTY FOR WHICH THE CITY OR THE COUNTY ARE OBLIGATED
TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE CITY OR THE COUNTY HAVE
LEVIED OR PLEDGED ANY FORM OF TAXATION. NEITHER THE CERTIFICATES NOR THE OBLIGATION
OF THE CITY AND THE COUNTY TO MAKE SUBLEASE PAYMENTS OR ADDITIONAL RENTAL PAYMENTS
UNDER THE SUBLEASE AGREEMENT CONSTITUTE A PLEDGE OF THE FAITH AND CREDIT OF THE CITY
OR THE COUNTY OR AN INDEBTEDNESS OF THE CITY OR THE COUNTY, THE STATE OF CALIFORNIA OR
ANY OF ITS POLITICAL SUBDIVISIONS WITHIN THE MEANING OF THE CONSTITUTION OF THE STATE OF
CALIFORNIA. THE AUTHORITY HAS NO TAXING POWER.

This cover page contains information for quick reference only. It is not a summary of this issue. Potential
purchasers must read the entire Official Statement to obtain information essential to making an informed investment
decision. Capitalized terms are defined in Appendix C hereto.
Payment of principal and interest on the Certificates when due will be guaranteed under a financial guarantee insurance
policy to be issued concurrently with the delivery of the Certificates by Ambac Assurance Corporation (the "Insurer").
[AMBAC LOGO]
Certificate Payment Schedule*

Serial Certificates

$

Certificate
Payment Date
(Septemberl)

Principal
Amount

Interest
Rate
%

$

$

Yield or
Price
%

CUSIP
Number

Certificate
Payment Date
(Septemberl)

Principal
Amount
$

% Term Certificates due September 1,
- Priced to Yield
(plus accrued interest)

Interest
Rate

Yield or
Price

%

CUSIP
Number

%

% CUSIP

The Certificates will be offered when, as and if executed, delivered, received by the Underwriter, subject to
the approval as to their legality by Special Counsel, Orrick, Herrington & Sutcliffe LLP, San Francisco, California,
and certain other conditions. Certain legal matters will be passed upon for the Authority by its Counsel, for the
County by the County Counsel, and for the City by the City Attorney. Certain legal matters will be passed upon for
the Authority by its Disclosure Counsel, Hawkins, Delafield & Wood, Sacramento, California. It is anticipated that
the Certificates in definitive form will be available for delivery to DTC in New York, New York, on or about August
, 2002.

E.J. DE LA ROSA & CO., INC.
Dated: August_, 2002
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* Preliminary, subject to change.
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This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy,
nor shall there be any sale of the Certificates by any person in any jurisdiction in which it is unlawful for
such person to make such an offer, solicitation or sale. No dealer, broker, salesperson or other person has
been authorized to give any information or to make any representations 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 the Authority, the City or the County.
This Official Statement is not to be construed as a contract with the purchasers of the Certificates.
Statements contained in this Official Statement which involve estimates, projections, forecasts or matters
of opinion, whether or not expressly so described herein, are intended solely as such and are not to be
construed as representations of facts.
In accordance with its responsibilities under the federal securities laws, the Underwriter has
reviewed the information in this Official Statement but does not guarantee its accuracy or completeness.
The information and expressions of opinion herein are subject to change without notice and neither
delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the Authority, the City or the County. This
Official Statement is submitted with respect to the sale of the Certificates referred to herein and may not
be reproduced or used, in whole or in part, for any other purpose, unless authorized in writing by the
Authority, the City, and the County. All summaries of the documents and laws are made subject to the
provisions thereof and do not purport to be complete statements of any or all such provisions.
IN CONNECTION WITH THE OFFERING OF THE CERTIFICATES, THE
UNDERWRITER MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR
MAINTAIN THE MARKET PRICE OF THE CERTIFICATES 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 CERTIFICATES TO CERTAIN DEALERS, INSTITUTIONAL
INVESTORS AND OTHERS AT PRICES LOWER THAN THE PUBLIC OFFERING PRICES
STATED ON THE COVER PAGE HEREOF AND SAID PUBLIC OFFERING PRICES MAY BE
CHANGED FROM TIME TO. TIME BY THE UNDERWRITER.
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," "project," "budget" or other similar words. Such forward-looking statements
include, but are not limited to, certain statements contained in the information under "THE PROJECT."
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. THE AUTHORITY DOES NOT PLAN TO ISSUE
ANY UPDATES OR REVISIONS TO THE FORWARD-LOOKING STATEMENTS SET FORTH IN
THIS OFFICIAL STATEMENT.
The Underwriter has provided the following sentence for inclusion in this Official Statement:
The Underwriter has reviewed the information in this Official Statement in accordance with, and as a part
of, its responsibilities to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of
such information.
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$00,000,000*
SACRAMENTO REGIONAL ARTS FACILITIES FINANCING AUTHORITY
SERIES 2002
CERTIFICATES OF PARTICIPATION
INTRODUCTION
This introduction contains only a brief summary of certain of the terms of the Certificates being
offered and a brief description of the Official Statement (including the cover and the Appendices attached
hereto, the "Official Statement'). All statements contained in this introduction are qualified in their
entirety by reference to the entire Official Statement. References to, and summaries of, provisions of the
Constitution and laws of the State of California and any documents referred to herein do not purport to
be complete and such references are qualified in their entirety by reference to the complete provisions,
thereof. Capitalized terms used but not defined herein shall have the respective meanings assigned to
them in APPENDIX C - "DEFINITIONS AND SUMMARY OF PRINCIPAL LEGAL DOCUMENTS. "
This Official Statement provides certain information concerning the sale and delivery of the
Sacramento Regional Arts Facilities Financing Authority Series 2002 Certificates of Participation (the
.* The Certificates will be executed
"Certificates") in an aggregate principal amount of $
and delivered pursuant to a Trust Agreement, dated as of August 1, 2002 (the "Trust Agreement") by and
among the Sacramento Regional Arts Facilities Financing Authority (the "Authority"), the City of
Sacramento. (the "City"), the County of Sacramento (the "County") and BNY Western Trust Company, as
trustee (the "Trustee"). The California Musical Theatre, a nonprofit public benefit corporation organized
and existing under the laws of the State of California ("CMT"), will lease the G Street Premises (as
defined herein) to the Authority pursuant to a Site Lease Agreement I, dated as of August 1, 2002 (the
"Site Lease Agreement I"). The City and the County will lease the H Street Premises (as defined herein)
to the Authority pursuant to a Site Lease Agreement II, dated as of August 1, 2002 (the "Site Lease
Agreement II," and together with the Site Lease Agreement I, the "Site Lease Agreements"). The
Authority will lease the G Street Premises and the H Street Premises (together, the "Premises") to the City
and the County, as tenants-in-common pursuant to a Sublease Agreement, dated as of August 1, 2002 (the
"Sublease Agreement") by and ainongthe City, the County and the Authority.-The City and the County,-.
as tenants-in-common, will lease the Premises to CMT pursuant to a Facility Lease Agreement, dated as
of August 1, 2002 (the "Facility Lease Agreement") by and among the City, the County and CMT. The
obligation of CMT to make Rental Payments pursuant to the Facility Lease Agreeinent is secured by a
Construction Deed of Trust, Assignment of Leases and Rents, Security Agreement and Fixture Filing
dated as of August 1, 2002 (the "Deed of Trust") from CMT on the G Street Premises for the benefit of
the City and the County.
The Certificates
The Certificates represent fractional undivided interests of the registered owners thereof (the
"Owners") in the right to receive certain Sublease Payments to be made by the City and the County
pursuant to the Sublease Agreement. The City and the County will each be responsible for fifty percent
(50%) of the Sublease Payments due under the Sublease Agreement. The obligations of the City and the
County under the Sublease Agreement are several and not joint and neither the City nor the County is
responsible for any shortfall in the Sublease Payments of the other. The obligation of the City and the
County to make their respective Sublease Payments is not contingent upon the performance by CMT of
Preliminary; subject to change.
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its obligation pursuant to the Facility Lease Agreement, and no assurance can be given that the Base
Rental Payments scheduled to be paid pursuant to the Facility Lease Agreement will be available to the
City and the County for the purpose of making the Sublease Payments. See "SECURITY AND
SOURCES OF PAYMENT FOR THE CERTIFICATES - General - Sublease Agreement." The
Certificates will be executed and delivered in the principal amount of $5,000 and any integral multiple
thereof. The Certificates are being delivered to provide funds to (i) finance and refinance the acquisition,
construction, improvement, renovation, and equipping of certain theatre facilities (the "Project") located
in the City; (ii) establish a Reserve Fund for the Certificates; (iii) fund capitalized interest with respect to
the Certificates through March 1, 2004; and (iv) pay the initial costs of the financing. See "THE
PROJECT" and "ESTIMATED SOURCES AND USES OF FUNDS."
Security and Sources of Payment for the Certificates
Pursuant to an Assignment Agreement, dated as of August 1, 2002 ^(the "Assignment
Agreement") between the Trustee and the Authority, the Authority will assign without recourse to the
Trustee, for the benefit of the Owners of the Certificates, all of its right, title and interest in and to and
under the Site Lease Agreements and the Sublease Agreement, including but not limited to its rights to
receive the Sublease Payments scheduled to be paid by the City and the County to the Trustee under the
Sublease Agreement.
Under the Sublease Agreement, in consideration for the possession, use and occupancy of the
Premises, the City and the County have agreed to make certain payments designated as Sublease
Payments and certain other payments designated as Additional Rental Payments in the amounts, at the
times and in the manner set forth in the Sublease Agreement. Pursuant to the Trust Agreement, the
Trustee will distribute the Sublease Payments received from the City and the County as principal and
interest represented by the Certificates. The City and County have covenanted in the Sublease Agreement
to take such action as may be necessary to include all Sublease Payments and the Additional Rental
Payments due thereunder in their respective General Fund annual budgets, and to make the necessary
annual appropriations for all such Sublease Payments and Additional Rental Payments,' except to the
extent such payments are abated in accordance with the Sublease Agreement. However, neither the City
nor the County are obligated to levy or pledge any form of taxation for the payment of Sublease Payments
or Additional Rental Payments, nor have the City or the County done so. See "SECURITY AND
SOURCESOF PAYMENT FOR THE CERTIFICATES- Abatement," APPENDIX A-1 -"CERTAIN
ECONOMIC, DEMOGRAPHIC AND FINANCIAL INFORMATION REGARDING THE COUNTY
OF SACRAMENTO" and APPENDIX B-1 -"CERTAIN, ECONOMIC, DEMOGRAPHIC AND
FINANCIAL INFORMATION REGARDING THE CITY OF SACRAMENTO."
THE OBLIGATION OF THE CITY AND THE COUNTY TO MAKE SUBLEASE
PAYMENTS OR ADDITIONAL RENTAL PAYMENTS UNDER THE SUBLEASE
AGREEMENT DOES NOT CONSTITUTE AN OBLIGATION OF THE CITY OR THE
COUNTY FOR WHICH THE CITY OR THE COUNTY ARE OBLIGATED TO LEVY OR
PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE CITY OR THE COUNTY HAVE
LEVIED OR PLEDGED ANY FORM OF TAXATION. NEITHER THE CERTIFICATES NOR
THE OBLIGATION OF THE CITY AND THE COUNTY TO MAKE SUBLEASE PAYMENTS
OR ADDITIONAL RENTAL PAYMENTS UNDER THE . SUBLEASE AGREEMENT
CONSTITUTE A PLEDGE OF THE FAITH AND CREDIT OF THE CITY OR THE COUNTY
OR AN INDEBTEDNESS OF THE CITY OR THE COUNTY, THE STATE OF CALIFORNIA
OR ANY OF ITS POLITICAL SUBDIVISIONS WITHIN THE MEANING OF THE
CONSTITUTION OF THE STATE OF CALIFORNIA. THE AUTHORITY HAS NO TAXING
POWER.
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The obligation of the City and County to pay Sublease Payments or Additional Payments is
subject to abatement in the event of delay in completion of, damage or destruction to, condemnation of, or
title defects to, or substantial interference with their use of, the Premises or a portion thereof, in
accordance with the Sublease Agreement. However, during periods of abatement, any moneys in the
Sublease Payment Fund, the Interest Fund and the Principal Fund and the Reserve Fund, as well as any
proceeds of business interruption insurance, are available to pay Sublease Payments. See "SECURITY
AND SOURCES OF PAYMENT FOR THE CERTIFICATES - General - Sublease Agreement" and "Abatement."
The obligation of the City and the County to make their respective Sublease Payments is not
contingent upon the performance by CMT of its obligations pursuant to the Facility Lease Agreement,
and no assurance can be given that Base Rental Payments scheduled to be paid pursuant to the Facility
Lease Agreement will be available to the City and the County for the purpose of making Sublease
Payments. See "SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES."
The Trust Agreement establishes a Reserve Fund for the Certificates, to be funded in the amount
of the Reserve Fund Requirement, which initially is $
. Pursuant to the Trust Agreement, the
Authority may utilize a Reserve Fund Letter of Credit or a Reserve Fund Surety Bond in order to meet the
Reserve Fund Requirement.
See "SECURITY AND SOURCES OF PAYMENT FOR THE
CERTIFICATES - Reserve Fund."
Payment of principal of and interest on the Certificates when due will be guaranteed under a
financial guarantee insurance policy to be issued concurrently with the delivery of the Certificates by
Ambac Assurance Corporation (the "Insurer"). See "BOND INSURANCE" and "APPENDIX F - FORM
OF BOND INSURANCE POLICY."
Prepayment
The Certificates are subject to mandatory, optional and extraordinary prepayment prior to their
Certificate Payment Dates. See "THE CERTIFICATES - Prepayment."
Book-Entry System
The Certificates initially will be executed and delivered in book-entry 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"), which will act as securities depository for the Certificates. Individual
purchases of the Certificates initially will be made in book-entry form only. Purchasers of the Certificates
will not receive physical certificates representing their ownership interests in the Certificates purchased.
Principal and interest payments represented by the Certificates are payable directly to DTC by the
Trustee. Upon receipt of payments of principal and interest, DTC will in turn distribute such payments to
its participants for distribution to the beneficial owners of the Certificates. See "THE CERTIFICATES General" and "BOOK-ENTRY SYSTEM."
Tax Matters
In the opinion of Orrick, Herrington & Sutcliffe LLP, San Francisco, California, ("Special
Counsel"), based upon an analysis of existing laws, regulations, rulings and court decisions, and
assuming, among other matters, compliance with certain covenants, interest with respect to the
Certificates is excluded from gross income for federal income tax purposes under Section 103 of the
Internal Revenue Code of 1986, as amended (the "Code"), and is exempt from State of California
personal income taxes. Special Counsel is also of the opinion that interest with respect to the Certificates
3
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is not a specific preference item for purposes of federal individual or corporate alternative minimum
taxes, although Special Counsel observes that such interest is included in adjusted current earnings when
calculating federal corporate alternative minimum taxable income. See "TAX MATTERS."
The Authority
The Authority is a joint exercise of powers entity formed by a joint exercise of powers agreement
(the "Joint Exercise of Powers Agreement"), effective April 11, 2002, by and between the City and the
County and pursuant to the California Government Code. See "THE AUTHORITY."
The City of Sacramento
The City is the cultural, educational, business and governmental center of a four-county
metropolitan region. The City is a charter city incorporated in 1849, and, as California's capital, the City
is center stage for governmental policy for the entire state. The City is located northeast of San Francisco,
in the south central portion of the Sacramento Valley. For a more detailed description of the City,
including certain economic, demographic and financial information concerning the City, see Appendix B1 and Appendix B-2 hereto.
The County of Sacramento
The County was incorporated in 1850 and encompasses approximately 944 square miles in the
middle of the 400-mile-long Central Valley. Certain economic, demographic and financial information
concerning the County is contained in Appendix A-1 and Appendix A-2 hereto.
Miscellaneous
The Certificates will be offered when, as and if executed, delivered, and received by the
Underwriter, subject to the approval as to their legality by Special Counsel and certain other conditions.
It is anticipated that the Certificates in definitive form will be available for delivery to DTC on or about
August _, 2002.
The description herein of the Joint Exercise of Powers Agreement, the Trust Agreement, the
Sublease Agreement, the Facility Lease Agreement, the Site Lease Agreements, the Assignment
Agreement, the Deed of Trust, the Continuing Disclosure Certificates, the Tax Certificate and Agreement
and any other agreements relating to the Certificates are qualified in their entirety by reference to such
documents, and the descriptions herein of the Certificates are 'qualified in their entirety by the form
thereof and the information with respect thereto included in the aforementioned documents.
See
APPENDIX C - "DEFINITIONS AND SUMMARY OF PRINCIPAL LEGAL DOCUMENTS" and
APPENDIX E - "FORM OF CITY AND COUNTY CONTINUING DISCLOSURE CERTIFICATES."
Copies of the documents are on file and available for inspection at the offices of the Trustee at 550
Kearny Street, Suite 600, San Francisco, California 94108, Attention: Corporate Trust Department.
Continuing Disclosure
The City and the County have each agreed to provide, in accordance with Securities Exchange
Commission Rule 15c2-12(b)(5) (the "Rule"), certain annual financial information and operating data,
including audited financial statements. See "CONTINUING DISCLOSURE." Neither the City nor the
County have ever failed to comply in any material respects with any previous undertakings with regard to
the Rule to provide annual reports or notices of material events.

4
8271v10 022400/004674 POS

THE PROJECT
The Certificates will provide funds to finance and refinance the acquisition of and certain
improvements to certain theatre facilities located on the H Street Premises (the "H Street Project") and the
G Street Premises (the "G Street Project," and together with the H Street Project, the "Project"), including
renovation of existing theater facilities and construction of new facilities to be used in connection with the
presentation of musicals and other theatrical events. The Project includes landscaping, renovation of the
main stage, new restrooms, new lighting, electrical and plumbing systems, handicap access and parking
lot improvements, rehearsal facilities, costume storage and a business office.
, of which
[UPDATE] [The total estimated cost of the Project is approximately $
will be funded with the net proceeds of the Certificates, $
approximately $
will be paid from available cash to
has been paid by the City,, the County and CMT, and $
be deposited in the Project Account established pursuant to the Trust Agreement.]
[INSERT BREAKDOWN OF PROJECT BUDGET INTO MAJOR CATEGORIES]
Construction of the Project. Construction of the Project is expected to commence in [August]
2002. The estimated date of substantial completion for the Project is
2003. Under the terms of
the Sublease Agreement, the Authority agrees to construct and install the Project; provided, that the
Sublease Agreement provides that the Authority shall be under no liability of any kind or character
whatsoever for the payment of any costs or expenses incurred for the design; construction and installation
of the Project and that all such costs and expenses shall be paid by CMT pursuant to the terms of the
Facility Lease Agreement, regardless of whether the funds deposited in the Project Fund established
pursuant to the Trust Agreement are sufficient to cover such costs.
In order for the Authority to meet its obligation to construct the Project pursuant to the Sublease
Agreement, the Authority has entered into an Agreement for Project Management Services on the Project
with Kitchell CEM, dated
, 200 and amended [August] _, 2002 (the "Project Management
Agreement"). (The City had initially entered into the Project Management Agreement, which was
subsequently assigned to the Authority.) Pursuant to the Project Management Agreement, Kitchell CEM
is obligated to supervise and provide for the construction of the Project within the time set forth in the
Project Management Agreement.
Kitchell CEM (Capital Expenditure Managers) was formed in 1978, and is headquartered in
Phoenix, Arizona (with a regional office in the City of Sacramento). Kitchell CEM provides program,
project, and construction management services primarily to local, state, and federal agencies, school
districts,. universities, and research institutions, and is consistently ranked as one of the top 50 U.S.
construction managers by Engineering News Record.
The Authority has also retained the services of an architect/engineering firm to develop detailed
plans and specifications for the Project. In addition, the Authority awarded a construction contract to a
construction firm (the "General Contractor") on [July _, 2002], for a guaranteed maximum.price (subject
to adjustment in certain circumstances) of $
The construction contract between the Authority and the General Contractor requires the General
Contractor to obtain and maintain certain assurances of performance, including performance certificates
and labor and materials payment certificates: Specifically, the General Contractor is, required to obtain a
performance bond in an equal amount to the contract price identified in the construction contract:
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Pursuant to* the construction contract between the Authority and the General Contractor, the
General Contractor is required to pay liquidated damages in the event that the Project is not completed by
(subject to extension for force majeure events outside of the control of the General Contractor).
Liquidated damages are equal to $5,000 per day for the period of unexcused delay.
. The Trust Agreement provides that the Authority will utilize amounts in the Project Fund
established pursuant to'the Trust Agreement to pay costs of the Project. Pursuant to the Facility Lease
Agreement, CMT is required to pay any costs of construction in excess of the amount in the Project Fund,
including cost overruns or any increased costs caused by any reason. Neither the Authority, the City or
the County have any obligation whatsoever to provide any funds for the completion of the Project other
than from the amount to be deposited into the Project Fund from the proceeds of the Certificates.
CMT has limited assets other than its interest in the Facility Lease Agreement, and there can be
no assurances that CMT will be able to provide funds to complete the Project in the event costs of
completion exceed anticipated levels. In the event that construction of the Project is not completed by
March 1, 2004 (the period through which capitalized interest is being funded from the proceeds of the
Certificates) the obligation of the City and the County to make Sublease Payments will be abated during
the period of delay, and such circumstances would have a material adverse impact on the ability of the
Authority to pay debt service with respect to the Certificates. See "SECURITY AND SOURCES OF
`PAYMENT FOR THE CERTIFICATES - Capitalized Interest," and "CERTAIN RISK FACTORS Abatement" and "-Construction Risk."
Facility Lease Agreement. Pursuant to the Facility Lease Agreement, CMT is obligated to pay
rent ("Base Rental Payments") at times and in amounts sufficient to pay principal of and interest with
respect to the Certificates, and to make certain Reserve Fund Payments, Additional Rental Payments and
Surety 'Bond Payments (collectively, "Rental Payments"). Certain amounts required to be deposited by
CMT in the Control Fund created pursuant to the Control Agreement (defined below) will be credited
against the obligation of the City and the County to make Sublease Payments.
The obligation of the City and the County to make their respective Sublease Payments is not
contingent upon the performance by CMT of its obligations pursuant to the Facility Lease Agreement,
and no assurance can be given that Base Rental Payments due from CMT will be available to the City and
the County for the purpose of making Sublease Payments. See _"SECURITY AND SOURCES OF,
PAYMENT FOR THE CERTIFICATES."
Certain Other Agreements. In order to secure the obligation of CMT to make payments of Base
Rental Payments to the City and to the County under the Facility Lease Agreement, CMT has entered into
a number of agreements, including the Construction Deed of Trust Assignment of Leases and Rents,
Security Agreement and Fixture Filing dated as of August 1, 2002 from CMT on the G Street Premises
for the benefit of the City and the County and the Control Agreement, dated August 1, 2002 (the "Control
Agreement"), among the County, the City, the Authority, CMT, the Trustee and Wells Fargo Bank, N.A.
(the "Custodian"). The Control Agreement provides for the deposit by CMT of Theatre Revenues in a
segregated fund, pursuant to the terms of the Control Agreement (to be held by the Custodian). "Theatre
Revenues" consist primarily of ticket sales, parking receipts, and advertising and concession revenues.
See "CERTAIN RISK FACTORS - Bankruptcy - CMT" herein.
In addition, pursuant to a Facility Sublease Agreement dated as of August 1, 2002 between CMT
and Sacramento Theater Company ("STC") (the "Facility Sublease"), CMT has subleased the H Street
Premises to STC as described therein.
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ESTIMATED SOURCES AND USES OF FUNDS

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

Estimated Sources of Funds
Proceeds of the Certificates ..........................
Original Issue Discount .................:..............
Equity Contributions .....................................
Total sources

......................................

$

$

Estimated Uses of Funds
Project Fund
......................................
Reserve Fund
......................................
Interest Fund')
......................................
Cost of Delivery Fund(2) ..............
Underwriter's discount ..................................
Total uses ...................................

(1)
(2)

Capitalized interest will be funded in an amount sufficient to pay interest with respect to the Certificates
through March 1, 2004. See "THE PROJECT."
Includes rating agency, legal, financial advisory, printing and underwriting expenses.

THE CERTIFICATES
General
The Certificates will be prepared in the form of fully registered Certificates in the denomination
of $5,000 each or any integral multiple of $5,000 in excess thereof. The Certificates are dated August 1,
2002. Interest with respect to the Certificates is payable on March 1 and September 1 of each year,,
commencing on March 1, 2003.
The Certificates will be delivered in fully registered form only, and when delivered, will be
registered in the name of Cede & Co., as nominee of DTC. DTC will act as securities depository for the
Certificates. Ownership interests in the Certificates may be purchased in book-entry form only. See
"BOOK-ENTRY SYSTEM."
Prepayment
Extraordinary Prepayment. The Certificates are subject to prepayment on any date prior to their
respective Certificate Payment Dates, as a whole, or in part on a proportionate basis among Certificate
Payment Dates (and by lot within each Certificate Payment Date), from prepaid Sublease Payments made
by the City and the County from funds received by the Authority due to a casualty loss or governmental
taking of the Premises or portions thereof, if such amounts are not used to repair or replace the Premises
in accordance with the provisions of the Trust Agreement, under the circumstances and upon the
conditions and terms prescribed herein, at a prepayment price equal to the sum of the principal amount
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represented thereby plus accrued interest represented thereby to the date fixed for prepayment, without
premium.
Mandatory Sinking Fund Prepayment. The Certificates with a Certificate Payment Date of
September _, are subject to mandatory prepayment prior to their Certificate Payment Date in paft on

, by lot, from and in the amount of the principal
September 1 of each year on and after September 1,
components of the Sublease Payments due and payable on such dates, at a prepayment price equal to the
sum of the principal amount represented thereby plus accrued interest represented thereby to the date
fixed for prepayment, without premium. See "SECURITY AND SOURCES OF PAYMENT - Schedule
of Annual Sublease Payments" showing such Sublease Payments due and payable on such dates. (Such
Schedule shall be adjusted to the extent that the Sublease Payments schedule attached to the Sublease
Agreement are adjusted.)
Optional Prepayment. The Certificates with Certificate Payment Dates on or after September 1,
are subject to prepayment prior to their respective stated Certificate Payment Dates, at the option
of the Authority, as a whole on any date on or after September 1,
, or in part among Certificate
Payment Dates to be selected by the Authority, and by lot within any such Certificate Payment Date if
less than all of the Certificates of such Certificate Payment Date^be prepaid, from any source of available
, at, the following
funds (in integral multiples of $5,000), on any date on or after September 1,
prepayment prices (expressed as percentages of the principal amount) plus accrued interest represented
thereby to the date fixed for prepayment:
Prepayment
Price .

Prepayment Period
(Dates Inclusive)

Selection of Certificates for Prepayment. Whenever less than all the Outstanding Certificates
payable on any one Certificate Payment Date are to be prepaid on any one date, the Trustee shall select
the Certificates of such Certificate Payment Date to be prepaid from the Outstanding Certificates payable
on such Certificate Payment Date by lot in any manner that the Trustee deems fair, and the Trustee shall
promptly notify the Authority in writing of the numbers of the Certificates so selected forprepayment on
such date. For purposes of such selection, Certificates shall be deemed to be composed of $5,000
portions, and any such portion may be separately prepaid.
Notice of Prepayment: Notice of prepayment shall be .mailed, first class postage prepaid, to the
respective Owners of any Certificates designated for prepayment at their addresses appearing on the
books required to be kept by the Trustee pursuant to the Trust Agreement and to the Securities
Informational Services (as defined in the Trust Agreement) not less than thirty (30) nor more than sixty
(60) days prior to the prepayment date. Each notice of prepayment shall state the prepayment date, the
prepayment place and the prepayment price, shall designate the serial numbers of the Certificates to be
prepaid by giving the individual number of each Certificate or by stating that all Certificates between two
stated numbers, both inclusive, have been called for prepayment, and shall require that such Certificates
be then surrendered for prepayment; and shall also state that the interest represented by the. Certificates
designated for prepayment shall cease to accrue from and after such prepaymerit date and that on such
prepayment date there will become due and payable on each of the Certificates designated for prepayment
the prepayment price represented thereby. Such notice shall, in addition to setting forth the above
information, in the case of each Certificate called for prepayment in part only, state the amount of the
principal amount represented thereby which is to be prepaid. Any notice mailed as provided herein shall
be.conclusively presumed to have been given, whether or not such Owner receives the notice.
8
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In case of the prepayment as permitted in the Trust Agreement of all the Certificates then
Outstanding, or of all the Certificates of any one Certificate Payment Date then Outstanding, notice of
prepayment shall be given by mailing as provided in the Trust Agreement, except that the notice of
prepayment need not specify the serial numbers of the Certificates to be prepaid.
The Trustee shall give notice of prepayment of any Certificates to be prepaid upon receipt of a
Written Request of the Authority (which request shall be given to the Trustee at least forty-five (45) days
prior to the date fixed for prepayment), but only after the City and the County shall have made a prepaid
Sublease Payment to the Trustee and the Trustee shall have deposited in the . Prepayment Fund such
prepaid Sublease Agreement Payment in an amount sufficient for the payment of the prepayment price
represented by the Certificates to be prepaid (or the Trustee determines that a prepaid Sublease Payment
will be made available to it in an amount sufficient and in time sufficient for such purpose).
Partial Prepayment of Certificates. Upon surrender of any Certificate prepaid in part only, the
Trustee shall execute and deliver to the Owner thereof a new Certificate or Certificates of the same
Certificate Payment Date and representing the unprepaid principal amount of the Certificate surrendered.
Effect of Prepayment. If notice of prepayment has been duly given as provided in the Trust
Agreement and moneys for the payment of the prepayment price on the Certificates to be prepaid are held
by the Trustee, then on the prepayment date designated in such notice the Certificates so called for
prepayment shall become payable at the prepayment price specified in such notice; and from and after the
date so designated interest represented by the Certificates so called for prepayment shall cease to accrue,
such Certificates shall cease to be entitled to any benefit or security hereunder and the Owners of such
Certificates shall have no rights in respect thereof except to receive payment of the prepayment price
represented thereby. The Trustee shall, upon surrender for payment of any of the Certificates to be
prepaid, pay such Certificates at the prepayment price thereof.

BOOK-ENTRY SYSTEM
General
The Certificates will be delivered in book-entry form only in the principal amount of $5,000 and
any integral multiple of $5,000 thereof. Purchasers of beneficial ownership interests- in the Certificates
will not receive certificates representing their interests in the Certificates purchased.
DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking
organization" within the meaning of the New York Banking Law, a member of the Federal Reserve
System, a "clearing corporation" within the meaning of the New York Uniform Commercial Code, and a
"clearing agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds securities that its participants (each, a "Direct Participant") deposit with DTC. DTC also
facilitates the settlement among Direct Participants of securities transactions, such as transfers and
pledges, in deposited securities through electronic computerized book-entry changes in Direct
Participants' accounts, thereby eliminating the need for physical movement of securities certificates.
Direct Participants include securities brokers and dealers, banks, trust companies, clearing corporations,
and certain other organizations. DTC is owned by a number of its Direct Participants and by the New
York Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of
Securities Dealers, Inc. Access to the DTC system is also available to others such as securities brokers,
and dealers, banks, and trust companies that clear through or maintain a custodial relationship with a
Direct Participant, either directly or indirectly (each, an "Indirect Participant," and together with Direct
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Participants, "DTC Participants"). The rules applicable to DTC and DTC Participants are on file with the
Securities and Exchange Commission.
Purchases of beneficial interests in the Certificates under the DTC system must be made by or
through Direct Participants, who will receive a credit for the Certificates on DTC's records.
The
ownership interest of each actual purchaser of the Certificates (each, a "Beneficial Owner") is in turn to
be recorded on the Direct and Indirect Participants' records. Beneficial Owners will not receive written
confirmation from DTC of their purchase, but each Beneficial Owner is expected to receive written
confirmations providing details of the transaction, as well as periodic statements of its holdings, from the
Direct or Indirect Participant through which such Beneficial Owner entered into the transaction.
Transfers of ownership interests in the Certificates are to be accomplished by entries made on the books
of DTC Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive physical
certificates representing their ownership interests in the Certificates, except in the event that use of the
book-entry system for the Certificates is discontinued.
To facilitate subsequent transfers, all the Certificates will be registered in the name of DTC's
partnership nominee, Cede & Co. or such other name as may be requested by an authorized representative
of DTC. The deposit of the Certificates with DTC and their registration in the name of Cede & Co. do
not effect any change in beneficial ownership. DTC will have no knowledge of the actual Beneficial
Owners of the Certificates; DTC's records will reflect only the identity of the Direct Participants to whose
accounts the Certificates are credited, which may or may not be the Beneficial Owners. DTC Participants
will remain responsible for keeping account of their holdings on behalf of Beneficial Owners.
Neither DTC nor Cede & Co. will consent or vote with respect to the Certificates. Under its usual
procedures, DTC mails an Omnibus Proxy to the Agency as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose
accounts Certificates are credited on the record date (identified in a listing attached to the Omnibus
Proxy).
Except as described below, neither DTC nor Cede & Co. will take any action to enforce
covenants with respect to any security registered in the name of Cede & Co. Under its current
procedures, on the written instructions of a Direct Participant, DTC will cause Cede & Co. to sign a
demand-to exercise Bondholder rights as record holder of the quantity of securities specified in the Direct
Participant's instructions, and not as record holder of all the securities of that issue registered in the name
of Cede & Co. Also, in accordance with DTC's current procedures, all factual representations to be made
by Cede & Co. to the Authority, the Trustee or any other party must be made to DTC and Cede & Co. by
the Direct Participant in its instructions to DTC.
For so long as the Certificates are issued in book-entry form through the facilities of DTC, any
Beneficial Owner desiring to cause the Authority or the Trustee to comply with any of its obligations with
respect to the Certificates must make arrangements with the Direct Participant or Indirect Participant
through whom such Beneficial Owner's ownership interest in the Certificates is recorded in order for the
Direct Participant- in whose DTC account such ownership interest is recorded to make the instructions to
DTC described above.
NEITHER THE AUTHORITY, THE TRUSTEE NOR THE UNDERWRITER (OTHER THAN
IN ITS CAPACITY, IF ANY, AS A DIRECT PARTICIPANT OR INDIRECT PARTICIPANT) WILL
HAVE ANY OBLIGATION TO DIRECT PARTICIPANTS OR INDIRECT PARTICIPANTS OR THE
PERSONS FOR WHOM THEY ACT AS NOMINEES WITH RESPECT TO DTC'S PROCEDURES
OR ANY PROCEDURES OR ARRANGEMENTS BETWEEN DIRECT PARTICIPANTS, INDIRECT
PARTICIPANTS AND THE PERSONS FOR WHOM THEY ACT RELATING TO THE MAKING OF
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ANY DEMAND BY CEDE & CO. AS.THE REGISTERED OWNER OF THE CERTIFICATES, THE
ADHERENCE TO SUCH PROCEDURES OR ARRANGEMENTS OR THE EFFECTIVENESS OF
ANY ACTION TAKEN PURSUANT TO SUCH. PROCEDURES OR ARRANGEMENTS.
Principal and interest payments on the Certificates registered-in the name of Cede & Co. - will be
made to DTC. DTC's practice is to credit Direct Participants' accounts on a Distribution Date in
accordance with their respective holdings shown on DTC's records unless DTC has reason to believe that
it will not receive payment on such date. Payments by DTC Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in "street name," and will be the responsibility of such
DTC Participant and not of DTC, the Trustee, or the Authority, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of principal and interest to DTC is the
responsibility of the Authority or the Trustee, disbursement of such payments to Direct Participants shall
be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners shall be the
responsibility of Direct and Indirect Participants..
So long as Cede & Co.- is the.registered owner of the Certificates, as nominee for DTC, references
in this Official Statement to holders or registered owners of the Certificates (other than under the caption
"TAX MATTERS" lierein) shall mean Cede & Co., as aforesaid, and. shall not mean the Beneficial
Owners of the Certificates.
As long as the book-entry system is used for the Certificates, the Trustee and the Authority will
give any notice of redemption or any other notices required to be,given to holders or registered owners of
the Certificates only to DTC or its nominee. Any failure of DTC to advise any Direct Participant, or of
any Direct Participant to notify any Indirect Participant, or of any Direct Participant or Indirect Participant
to notify any Beneficial Owner, of any such notice and its content or effect will not affect the validity of
the redemption of the Certificates called for redemption or of any other action premised on such notice.
Conveyance of notices.and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants and by Direct Participants and Indirect Participants to Beneficial Owners will be
governed by arrangements among them, subject to any statutory or regulatory requirements as may be in
effect from time to time.
BENEFICIAL OWNERS- SHOULD MAKE APPROPRIATE ARRANGEMENTS WITH
THEIR BROKER OR DEALER TO RECEIVE NOTICES (INCLUDING NOTICES OF
REDEMPTION) AND OTHER INFORMATION REGARDING> THE CERTIFICATES THAT MAY
BE SO CONVEYED TO DIRECT PARTICIPANTS AND INDIRECT PARTICIPANTS.
If less than all of the, Certificates of a Certificate Payment Date are being redeemed, DTC's
practice is to determine by lot the amount of the interest of each Direct Participant to be redeemed.
For every transfer and exchange of a beneficial ownership interest in the Certificates, the.
Beneficial Owner may be charged a sum sufficient to cover any tax, fee or. other governmental charge,
that may be imposed in relation thereto.
DTC may discontinue providing its services as securities depository with respect to the
Certificates at any time by giving reasonable notice to the Authority or Trustee, or the Authority may
decide to discontinue use of the* system of book-entry transfers through DTC (or a successor securities
depository). Under such circumstances, in the event that a successor securities depository is not obtained,
the Certificates are required to be printed and delivered to Beneficial Owners.
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THE ABOVE INFORMATION CONCERNING DTC AND DTC'S BOOK-ENTRY SYSTEM
HAS BEEN OBTAINED FROM SOURCES THAT THE AUTHORITY. BELIEVES TO BE
RELIABLE, BUT THE AUTHORITY TAKES NO RESPONSIBILITY FOR THE ACCURACY
THEREOF.
NEITHER
NOR THE TRUSTEE
- WILL HAVE ANY
- -=_ - -- -THE
- - AUTHORITY
-- - - .- _ •
-RESPONSIBILITY OR OBLIGATION TO DTC PARTICIPANTS, BENEFICIAL OWNERS OR
OTHER NOMINEES OF SUCH BENEFICIAL OWNERS FOR (1) SENDING TRANSACTION
STATEMENTS; (2) MAINTAINING, SUPERVISING OR REVIEWING, OR THE ACCURACY OF,
ANY. RECORDS MAINTAINED BY DTC OR ANY DTC PARTICIPANT OR OTHER NOMINEES
OF SUCH BENEFICIAL OWNERS; (3) PAYMENT OR THE TIMELINESS OF PAYMENT BY DTC
TO ANY DTC PARTICIPANT, OR BY ANY DTC PARTICIPANT OR OTHER NOMINEES OF
BENEFICIAL OWNERS TO ANY BENEFICIAL OWNER, OF ANY AMOUNT DUE IN RESPECT
OF THE PRINCIPAL OF OR REDEMPTION PREMIUM, IF ANY, OR INTEREST ON THE
CERTIFICATES; (4) DELIVERY OR TIMELY DELIVERY BY DTC TO ANY DTC PARTICIPANT,
OR BY ANY DTC PARTICIPANT OR OTHER NOMINEES OF BENEFICIAL OWNERS TO ANY
BENEFICIAL OWNERS, OF ANY NOTICE.(INCLUDING NOTICE OF REDEMPTION) OR OTHER
COMMUNICATION WHICH IS REQUIRED OR PERMITTED UNDER THE TERMS OF THE
INDENTURE TO BE GIVEN TO OWNERS OF THE CERTIFICATES; (5) THE SELECTION OF THE
'BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY PARTIAL
:REDEMPTION OF THE CERTIFICATES; OR (6) ANY ACTION TAKEN BY DTC OR ITS
NOMINEE AS THE' REGISTERED OWNER OF THE CERTIFICATES.
Neither the Authority; the Trustee nor the Underwriter can give any assurance that DTC or DTC
Participants will distribute payments of principal, premium or interest on the Certificates paid to DTC or
its nominee, or send any redemption or other notices, to the Beneficial Owners, or that they will do so in a
timely manner or that DTC will act in the manner described in this Official Statement.
Discontinuance of DTC Services
In the event (i) DTC determines not to continue to act as securities depository for the Certificates,
(ii):DTC shall no longer act and give notice to the Trustee of such determination or (iii) the Authority
determines that it is in the best interest of the Beneficial -Owners that they be able to obtain Certificates
and delivers a written certificate to the''Trustee to that effect, DTC services will be discontinued. If the
=--Authority-determines to replace DTC with -another 'qualified _securities depository.,. the Authority-shallprepare or direct the preparation of a new single, separate, fully registered Certificate for each of the
-Certificate Payment Dates of the Certificates, registered in the name. of . such successor or substitute
qualified securities depository or its nominee. If the Authority fails to identify another qualified securities
depository to replace DTC then the Certificates shall no longer be restricted to being registered in the
Certificate registration books in the name of Cede & Co., but shall be registered in such names as are
requested in a certificate of the Authority, in accordance with the Trust Agreement.
All Certificates may be presented for transfer by the Owner thereof, in person or by its attorney
duly-authorized in writing, at the Principal Office of the Trustee, on the books required to be kept by the
Trustee pursuant to the provisions of the Trust Agreement, upon surrender of such Certifications for
cancellation accompanied by delivery of a duly executed. written instrument of transfer in a form
acceptable to the Trustee. The Trustee may treat the Owner of any Certificate as the absolute owner of
such Certificate for all purposes, whether or not such Certificate shall be overdue, and the Trustee shall
not be affected by any knowledge or notice to the contrary; and payment of the interest and principal
represented by such Certificate shall be made only to such Owner, which payments shall be valid and
effectual to satisfy and discharge the liability represented by such Certificate to the extent of the sum or
sums so paid.
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Whenever any Certificates shall be surrendered for transfer, the Trustee shall execute and deliver
new Certificates representing the same principal amount in Authorized Denominations. The Trustee shall
require the payment of any Owner requesting such transfer of any tax or other governmental charge
required to be paid with respect to such transfer. Certificates may be presented for exchange at the
Principal Office of the Trustee for a like aggregate principal amount of Certificates of other Authorized
Denominations. The Trustee shall require the payment by the Owner requesting such exchange of any tax
or other governmental charge required to be paid with respect to such exchange. The Trustee shall not be
required to transfer or exchange any Certificate during the period in which the Trustee is selecting
Certificates for redemption, nor shall the Trustee be required to transfer or exchange any Certificate or
portion thereof selected for redemption from and after the date of mailing the notice of redemption
thereof.

SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES
General
The Certificates are special limited obligations of the Authority which represent fractional
undivided interests of the Owners in the right to receive certain Sublease Payments to be made by the City
and the County pursuant to the Sublease Agreement. The City and the County will each be responsible
for fifty percent (50%) of the Sublease Payments due under the Sublease Agreement. The obligations of
the City and the County under the Sublease Agreement are several and not joint and neither the City nor
the County is responsible for any shortfall of Sublease Payments of the other. The obligations of the City
and the County to pay their respective Sublease Payments will be credited to the extent that CMT makes
the Base Rental Payments required to be made under the Facility Lease Agreement in amounts sufficient
to pay the debt service obligation with respect to the Certificates. See "SECURITY AND SOURCES OF
PAYMENT FOR THE CERTIFICATES - General - Sublease Agreement."
Pursuant to the Assignment Agreement, the Authority will assign without recourse to the Trustee,
for the benefit of the Owners of the Certificates, all of its right, title and interest under the Site Lease
Agreements and the Sublease Agreement, including but not limited to its rights to receive the Sublease
Payments scheduled to be paid by the City and the County under the Sublease Agreement.
Under the Sublease Agreement, in consideration for the possession, use and occupancy of the
Premises, the City and the County have agreed to make certain payments designated as Sublease
Payments and certain other payments designated as Additional Rental Payments, in the amounts, at the
times and in the manner set forth in the Sublease Agreement. Pursuant to the Trust Agreement, the
Trustee has agreed to distribute Sublease Payments received from the City and the County as principal
and interest represented by the Certificates. The City and County have covenanted in the Sublease
Agreement to take such action as may be necessary to include all Sublease Payments and Additional
Rental Payments due thereunder in their respective General Fund annual budgets, and to make the
necessary annual appropriations for all such Sublease Payments and Additional Rental Payments, except
to the extent such payments are abated in accordance with the Sublease Agreement. However, neither the
City nor the County are obligated to levy or pledge any form of taxation for the payment of Sublease
Payments or Additional Rental Payments, nor have the City or the County done so. See "SECURITY
AND SOURCES OF PAYMENT FOR THE CERTIFICATES - Abatement," APPENDIX A-1 "CERTAIN ECONOMIC, DEMOGRAPHIC AND FINANCIAL INFORMATION REGARDING THE
COUNTY OF SACRAMENTO" and APPENDIX B-1 - "CERTAIN ECONOMIC, DEMOGRAPHIC
AND FINANCIAL INFORMATION REGARDING THE CITY OF SACRAMENTO."
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THE OBLIGATION OF THE CITY AND THE COUNTY TO MAKE SUBLEASE
PAYMENTS OR ADDITIONAL RENTAL PAYMENTS UNDER THE SUBLEASE AGREEMENT
DOES NOT CONSTITUTE AN OBLIGATION OF THE CITY OR THE COUNTY FOR WHICH THE
CITY OR THE COUNTY ARE OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION
OR FOR WHICH THE CITY OR THE COUNTY HAVE LEVIED OR PLEDGED ANY FORM OF
TAXATION. NEITHER THE CERTIFICATES NOR THE OBLIGATION OF THE CITY AND THE
COUNTY TO MAKE SUBLEASE PAYMENTS OR ADDITIONAL RENTAL PAYMENTS UNDER
THE SUBLEASE AGREEMENT CONSTITUTES A PLEDGE OF THE FAITH AND CREDIT OF
THE CITY OR THE COUNTY OR AN INDEBTEDNESS OF THE CITY OR THE COUNTY, THE
STATE OF CALIFORNIA OR ANY OF ITS POLITICAL SUBDIVISIONS WITHIN THE MEANING
OF THE CONSTITUTION OF THE STATE OF CALIFORNIA. THE AUTHORITY HAS NO
TAXING POWER.
The obligation of the City and County to pay Sublease Payments or Additional Payments is
subject to abatement in the event of delay in completion of, damage or destruction to, condemnation of, or
title defects to, or substantial interference with their use of, the Premises or a portion thereof, in
accordance with the Sublease Agreement. However, during periods of abatement, any moneys in the
Sublease Payment Fund, the Interest Fund, the Principal Fund and the Reserve Fund, as well as any
proceeds of business interruption insurance, are available to pay Sublease Payments: See "SECURITY
AND SOURCES OF PAYMENT FOR THE CERTIFICATES - General - Sublease Agreement" and "Abatement."
Site Lease Agreements. CMT will lease the G Street Premises to the Authority pursuant to the
Site Lease Agreement I. The City and the County will lease the H Street Premises to the Authority
pursuant to the Site Lease Agreement H.
Sublease Agreement. The Authority will lease the Premises to the City and the County, as
tenants-in-common, pursuant to the Sublease Agreement. Pursuant to the Sublease Agreement, the City
and the County will be obligated to make, among other payments, Sublease Payments in an amount equal
to debt service with respect to the Certificates. The obligations of the City and the County to pay Sublease
Payments will be credited to the extent that the Trustee receives Base Rental Payments from CMT under
the Facility Lease Agreement and deposits such amount in the Interest Fund and the Principal Fund under
the Trust Agreement, and to the extent that Base Rental Payments under the. Facility Lease Agreement are
insufficient to pay debt service on the Certificates, the City and the County will each be obligated to pay
any deficiency in the proportion of fifty percent (50%) each. The obligation of the City and the County
under the Sublease Agreement are several and not joint and neither the City nor the County is responsible
for any shortfall in Sublease Payments or Additional Rental Payments of the other. Under the terms of
the Sublease Agreement, the Authority agrees to construct and install the Project. See "SECURITY AND
SOURCES OF PAYMENT FOR THE CERTIFICATES" and APPENDIX A-1 -- "CERTAIN
ECONOMIC, DEMOGRAPHIC AND FINANCIAL INFORMATION REGARDING THE COUNTY
OF SACRAMENTO" and APPENDIX A-2 - "THE COUNTY OF SACRAMENTO AUDITED
FINANCIAL STATEMENTS FOR THE FISCAL YEAR ENDED JUNE 30, 2001".
See also
APPENDIX B-1 - "CERTAIN ECONOMIC, DEMOGRAPHIC AND FINANCIAL INFORMATION
REGARDING THE CITY OF SACRAMENTO" AND APPENDIX B-2 - "THE CITY OF
SACRAMENTO AUDITED FINANCIAL STATEMENTS FOR THE FISCAL YEAR ENDED JUNE
30, 2001."
- Subject to the provisions of the Sublease Agreement relating to abatement more particularly
described below, the Sublease Agreement provides that the obligation of each of the City and the County
to make their respective portion of Sublease Payments and Additional Rental Payments will be absolute
and unconditional and the Sublease Payments and Additional Rental Payments will not be subject to set14
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off or counterclaim, subject to abatement. The Sublease Agreement provides that the covenants of the
City and the County relating to budgeting for Sublease Payments are deemed to be ministerial duties
imposed by law, and further provides that it will be the duty of each and every public official of the City
and the County, as applicable, to take such action and do such things as are required by law in the
performance of the official duty of such officials to enable the City and the County, as applicable, to carry
out and perform the covenants and agreements of the City and the County, relating to budgeting Sublease
Payments contained in the Sublease Agreement.
Obligation of City to Make City Sublease Payments. The Sublease Agreement provides that the
City shall pay City Sublease Payments from any amounts legally available therefor. The obligation of the
City to make City Sublease Payments or Additional Rental Payments does not constitute an obligation of
the City for which the City is obligated to levy or pledge any form of taxation or for which the City has
levied or pledged any form of taxation. Neither the Certificates nor the obligation of the City to make City
Sublease Payments or Additional Rental Payments constitutes an indebtedness of the City, the State of
California, or any of its political subdivisions within the meaning of any constitutional or statutory debt
limitation or restriction. See APPENDIX B-1 - "CERTAIN ECONOMIC, DEMOGRAPHIC AND
FINANCIAL INFORMATION REGARDING THE CITY OF SACRAMENTO."
Obligation of the County to Make County Sublease Payments. The Sublease Agreement
provides that the County shall pay County Sublease Payments, from any amounts legally available
therefor. The obligation of the County to make County Sublease Payments or Additional Rental
Payments does not constitute an obligation of the County for which the County is obligated to levy or
pledge any form of taxation or for which the County has levied or pledged any form of taxation. Neither
the Certificates nor the obligation of the County to make County Sublease Payments or Additional Rental
Payments constitutes an indebtedness of the County, the State of California, or any of its political
subdivisions within the meaning of any constitutional or statutory debt limitation or restriction. See
APPENDIX A-1 - "CERTAIN ECONOMIC, DEMOGRAPHIC AND FINANCIAL INFORMATION
REGARDING THE COUNTY OF SACRAMENTO."
Facility Lease Agreement. Pursuant to the Facility Lease Agreement, the City and the County, as
tenants-in-common, will lease the Premises to the CMT. Under the Facility Lease Agreement, CMT will
be obligated to make, among other payments, Base Rental- Payments in an amount equal to debt service
with respect to the Certificates ( less an annual County and City contribution of $66,000 per year). CMT
will sublease the H Street Premises to STC pursuant to a Facility Sublease Agreement dates as of August
1, 2002. As of the date hereof, STC is likely insolvent.
The obligation of the City and the County to make their respective Sublease Payments is not
contingent upon the performance by CMT pursuant to the Facility Lease Agreement, and no assurance
can be given that Base Rental Payments required to be paid pursuant to the Facility Lease Agreement will
be available to the City and the County for the purpose of making Sublease Payments. See "SECURITY
AND SOURCES OF PAYMENT FOR THE CERTIFICATES."
Related Agreements. The County, the City, the Authority and CMT are entering into a number of
other agreements in connection with the development of the Project, including the Control Agreement.
See "THE PROJECT."
Sublease. Payments Schedule. Subject to the provisions of the Sublease Agreement relating to
abatement, the Sublease Agreement requires semi-annual payments to the Trustee, as assignee of the
Authority, commencing [September 1, 2004]. Pursuant to the Trust Agreement and the Sublease
Agreement, the Sublease Payments will be deposited in the Sublease Payment Fund and applied in
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accordance with the provisions thereof. A table of Sublease Payments and aggregate annual Sublease
Payments with respect to the Certificates is set forth below:
Schedule of Semi-Annual Sublease Payments
Calendar Year Ending
December 31
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

Principal
$

Interest*
%

Total Sublease
Payments
$

Total Annual
Payments
$

* Interest through March 1, 2004 to be paid from capitalized interest; See "SECURITY AND SOURCES
OF PAYMENT FOR THE CERTIFICATES."

Insurance
The Sublease Agreement requires the City and the County to obtain and maintain, or cause to be
obtained and maintained, insurance of the type and in the amounts set ^ fortli" iri _the -Facility Lease
Agreement. The Facility Lease Agreement requires that CMT obtain and maintain, or cause to. be
obtained and maintained, insurance to insure against (subject to certain exclusions in such insurance
policies, such as earthquakes) total or partial loss of the use and occupancy of the Premises in ,an amount
sufficient to pay Base Rental Payments for a 24-month, period. See APPENDIX C - "DEFINITIONS
AND SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - Sublease Agreement." The Trust
Agreement provides that any proceeds of insurance must be applied either to replace or repair the
Premises or to repay Certificates'if certain certifications with respect to the adequacy of the proceeds to
make repairs, and the timing thereof, cannot be made. The obligation of the City and the County to make
their respective Sublease Payments will be abated and Sublease Payments due under the Sublease
Agreement will be reduced or eliminated during any period in which material damage or destruction to all
or part of any portion of the Premises substantially interferes with the City's and the County's use and
possession thereof. Sublease Payments may, however, be made from the proceeds of insurance required
under the.Sublease Agreement. See "CERTAIN RISK.FACTORS - Abatement."
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Abatement
Except to the extent of (i) amounts held by the Trustee in the Sublease Payment Fund, the Interest
Fund, the Principal Fund and. the Reserve Fund, (ii) amounts received in respect of business interruption
insurance or liquidated damages, if any, (iii) amounts paid by CMT pursuant to the Facility Lease
Agreement, if any, and (iv) amounts, if any, otherwise legally available to the Trustee for payments in
respect of the Certificates, during any period in which, by reason of delay in the completion of
construction of the Project or by reason of material damage, destruction, title defect or condemnation of
the Premises there is substantial interference with the use and possession by the City and the County of
the Premises, Sublease Payments due under the Sublease Agreement shall be abated by the amount of the
difference between the annual fair rental value of the portion of the Premises with respect to which there
is no such substantial interference (if any), as set forth in a certification of the City and the County,
accompanied by a written appraisal of a qualified appraiser (both delivered to the Trustee), and the
amount of Sublease Payments and Additional Rental Payments becoming due in the current Rental
Period. The amount of any abatement shall be allocated to the obligations of the City and the County in a
manner which reduces the City's obligations by fifty percent (50%) of the total amount of any abatement
.and the County's obligations by fifty percent (50%) of the total amount of any abatement. Such
abatement will continue for the period commencing with the date of such interference and ending with the
substantial completion of the work of repair or replacement of the portions of the Premises so damaged,
destroyed, defective or condemned.' Any abatement of Sublease Payments pursuant to the Sublease
Agreement shall not be considered an Event of Default as defined therein. See "CERTAIN RISK
FACTORS - Abatement" and "- Construction Risk."
Such abated Sublease Payments, together with other moneys legally available to the Trustee,
including moneys from the Sublease Payment Fund, the Interest Fund, the Principal Fund and the Reserve
Fund, business interruption insurance and liquidated damages, if any, and payments made by CMT
pursuant to the Facility Lease Agreement (if any) or the City and the County pursuant to the Sublease
Agreement (if any), may not be sufficient to pay principal of and interest with respect to the Certificates
in the amounts and at the rates set forth thereon. The failure to make such payments of principal of and
interest would not under such circumstances constitute a default under the Trust Agreement, the Sublease
Agreement or the Certificates.
Capitalized Interest
A portion of, the proceeds of the Certificates sufficient to pay interest with respect to the
Certificates through March 1, 2004 will be deposited in the Interest Fund. See "ESTIMATED SOURCES
AND USES OF FUNDS."
Reserve Fund
The Trust Agreement provides for the establishment of a Reserve Fund. All amounts in the
Reserve Fund shall be used and withdrawn by the Trustee solely for the purpose of making up any
deficiency in the Principal Fund or the Interest Fund, or (together with any other moneys available
therefor) for the prepayment of all Sublease Payments of the County, and thereby the prepayment of all
Certificates then Outstanding; provided, that if the amount of Outstanding Certificates is less than the
amount on deposit in the Reserve Fund, amounts on deposit in the Reserve Fund may be used to pay
remaining principal due, with respect to the Certificates.
In lieu of maintaining and depositing moneys in the Reserve Fund, the Authority may deposit
with the Trustee a letter of credit (i) which is issued by a bank with a credit rating at the time of deposit of
such letter of credit into the Reserve Fund of at least investment grade from each Rating Agency and (ii)
17
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which has a term of at least five years from the date of issuance thereof (such letter of credit to be referred
to.as the "Reserve Fund Letter of Credit"). If the credit rating of the bank issuing such Reserve Fund
Letter of Credit falls below investment grade, the Authority shall within twelve months of such
downgrading either (i) substitute a new Reserve Fund Letter of Credit satisfying the requirements of this
paragraph, (ii) fund the Reserve Fund through the deposit of cash or an irrevocable surety bond policy
satisfying the requirements of the immediately succeeding paragraph or (iii) fund the Reserve Fund
through a combination of (i) and (ii). At least six months prior to the expiration date of a Reserve Fund
Letter of Credit on deposit in the Reserve Fund, the Authority shall either (i) substitute a new Reserve
Fund Letter of Credit satisfying the requirements of the Trust Agreement, (ii) fund the Reserve Fund
through the deposit of cash or an irrevocable surety bond policy satisfying the requirements of the Trust
Agreement or (iii) fund the Reserve Fund through a combination of (i) and (ii). Any such Reserve Fund
Letter of Credit shall permit the Trustee to draw amounts thereunder for deposit in the Reserve Fund
which, together with any moneys on deposit in, or surety bond policy available to fund, the Reserve Fund,
are not less than the Reserve Fund Requirement and which may be applied to any purpose for which
moneys in the Reserve Fund may be applied. The Trustee shall make a drawing on such Reserve Fund
Letter of Credit (i) whenever moneys are required for the purposes for which Reserve Fund moneys may
be applied, and (ii) prior to any expiration or termination thereof; provided, that no such drawing need be
made if other moneys are available in the Reserve Fund in the amount of the Reserve Fund Requirement.
In lieu of maintaining and depositing moneys in the Reserve Fund, the Authority also may
maintain in effect an irrevocable surety bond (i) which is issued by a bond insurance company with a
claims-paying ability rating at the time of deposit of such surety bond into the Reserve Fund of at least
investment grade from each Rating Agency and (iii) has a term of at least five years from the date of
issuance thereof (a "Reserve Fund Surety Bond"). If the credit rating of the bond insurance company
issuing such Reserve Fund Surety Bond falls below investment grade, the Authority shall either (i)
substitute a new Reserve Fund Surety Bond satisfying the requirements of the Trust Agreement, (ii) fund
the Reserve Fund through the deposit of cash or a Reserve Fund Letter of Credit satisfying the
requirements of the Trust Agreement or (iii) fund the Reserve Fund through a combination of (i) and (ii).
At least six months prior to the expiration date of a Reserve Fund Surety Bond on deposit in the Reserve
Fund, the Authority shall either (i) substitute a new Reserve Fund Surety Bond satisfying the
requirements of the Trust Agreement, (ii) fund the Reserve Fund through the deposit of cash or a Reserve
Fund Letter of Credit satisfying the requirements of the Trust Agreement or (iii) fund the Reserve Fund
through a combination of (i) and (ii). Any such Reserve Fund Surety Bond shall permit the Trustee .to
obtain amounts thereunder for deposit in the Reserve Fund which, together with any moneys on deposit
in, or Reserve Fund Letter of Credit available to fund, the Reserve Fund, are not less than the Reserve
Fund Requirement and which may be applied to any purpose for which moneys in the Reserve Fund may
be applied. The Trustee shall make a drawing on such Reserve Fund Surety Bond (i) whenever moneys
are required for the purposes for which Reserve Fund moneys may be applied, and (ii) prior to any
expiration or termination thereof; provided, that no such drawing need be made, if other moneys are
available in the Reserve Fund in the amount of the Reserve Fund Requirement. See APPENDIX,C "DEFINITIONS AND SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - Trust Agreement." .
Bond Insurance
Payment of principal of and interest on the Certificates when due will be guaranteed under a
financial guarantee insurance policy to be issued concurrently with the delivery of the Certificates by
Ambac Assurance Corporation (the "Insurer"). See "BOND INSURANCE" and "APPENDIX F - FORM
OF BOND INSURANCE POLICY."
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BOND INSURANCE
Payment of principal of and interest on the Certificates when due will be guaranteed under a
financial guarantee insurance policy to be issued concurrently with the delivery of the Certificates by
Ambac Assurance. Corporation (the "Insurer"). See "BOND INSURANCE" and "APPENDIX F - FORM
OF BOND INSURANCE POLICY."
Payment Pursuant to Financial Guaranty Insurance Policy
Ambac Assurance has made a commitment to issue a financial guaranty insurance policy (the
"Financial Guaranty Insurance Policy") relating to the Certificates effective as of the date of issuance of
the Certificates. Under the terms of the Financial Guaranty Insurance Policy, Ambac Assurance will pay
to The Bank of New York, in New York, New York or any successor thereto (the "Insurance Trustee")
that portion of the principal of and interest on the Certificates which shall become Due for Payment but
shall be unpaid by reason of Nonpayment by the Authority (as such terms are defined in the Financial
Guaranty Insurance Policy). Ambac Assurance will make such payments to the Insurance Trustee on the
later of the date on which such principal and interest becomes Due for Payment or within one business
day following the date on which Ambac Assurance shall have received notice of Nonpayment from the
Trustee. The insurance will extend for the term of the Certificates and, once issued, cannot be canceled
by Ambac Assurance.
The Financial Guaranty Insurance Policy will insure payment only on stated maturity dates and
on mandatory sinking fund installment dates, in the case of principal, and on stated dates for payment, in
the case of interest. If the Certificates become subject to mandatory redemption and insufficient funds are
available for redemption of all outstanding Certificates, Ambac Assurance will remain obligated to pay
principal of and interest on outstanding Certificates on the originally scheduled interest and principal
payment dates including mandatory sinking fund redemption dates. In the event of any acceleration of
the principal of the Certificates, the insured payments will be made at such times and in such amounts as
would have been made had there not been an acceleration.
In the event the Trustee has notice that any payment of principal of or interest on a Certificate
which has become Due for Payment and which is made to an Owner by or on behalf of the Authority has
been deemed a preferential transfer and theretofore recovered from its registered owner pursuant to the
United States Bankruptcy Code in accordance with a final, nonappealable order of a court of competent
jurisdiction, such registered owner will be entitled to payment from Ambac Assurance to the extent of
such recovery if sufficient funds are not otherwise available.
The Financial Guaranty Insurance Policy does not insure any risk other than Nonpayment, as
defined in the Policy. Specifically, the Financial Guaranty Insurance Policy does not cover:
payment on acceleration, as a result of a call for redemption (other than mandatory
1.
sinking fund redemption) or as a result of any other advancement of maturity.
2.

payment of any redemption, prepayment or acceleration premium.

nonpayment of principal or interest caused by the insolvency or negligence of any
3.
Trustee, if any.
If it becomes necessary to call upon the Financial Guaranty Insurance Policy, payment of
principal requires surrender of Certificates to the Insurance Trustee together with an appropriate
instrument of assignment so as to permit ownership.of such Certificates to be registered in the name of
19
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Ambac Assurance to the extent of the payment under the Financial Guaranty Insurance Policy. Payment
of interest pursuant to the Financial Guaranty Insurance Policy requires proof of Owner entitlement to
interest payments and an appropriate assignment of the Owner's right to payment to Ambac Assurance.
Upon payment of the insurance benefits, Ambac Assurance will become the owner of the
Certificates, appurtenant coupon, if any, or right to payment of principal or interest on such Certificates
and.will be fully subrogated to the surrendering Owner's rights to payment.
Ambac Assurance Corporation
Ambac Assurance Corporation ("Ambac Assurance") is a Wisconsin-domiciled stock insurance
corporation regulated by the Office of the Commissioner of Insurance of the State of Wisconsin and
licensed to do business in 50 states, the District of Columbia, the Territory of Guam and the
Commonwealth of Puerto Rico, with admitted assets of approximately $5,389,000,000 (unaudited) and
statutory capital of approximately $3,363,000,000 (unaudited) as of March 31, 2002. Statutory capital
consists of Ambac Assurance's policyholders' surplus and statutory contingency reserve, Standard &
Poor's Credit Markets Services, a Division of The McGraw-Hill Companies, Moody's Investors Service
and Fitch, Inc. have each assigned a triple-A financial strength rating to Ambac Assurance.
Ambac Assurance has obtained a ruling from the Internal Revenue Service to the effect that the
insuring of an obligation by Ambac Assurance will not affect the treatment for federal income tax
purposes of interest on such obligation and that insurance proceeds representing maturing interest paid by
Ambac Assurance under policy provisions substantially identical to those contained in its financial
guaranty insurance policy shall be treated for federal income tax purposes in the same manner as if such
payments were made by the Obligor of the Obligations.
Available Information
The parent company of Ambac Assurance, Ambac Financial Group, Inc. (the "Company"), is
subject to the informational requirements of the Securities Exchange Act of 1934, as amended (the
"Exchange Act"), and in accordance therewith files reports, proxy statements and other information with
the Securities and Exchange Commission (the "SEC"). These reports, proxy statements and other
information can be read and copied at the SEC's public reference room at 450 Fifth Street, N.W.,
Washington, D.C. 20549. Please call the SEC at 1-0800-SEC-0330 for further information on the public
reference room. The SEC maintains an internet site at http://www.sec.gov that contains reports, proxy
and information statements and other information regarding companies that file electronically with the
SEC, including Ambac Assurance. These reports, proxy statements and other information can also be
read at the offices of the New York Stock Exchange, Inc. (the "NYSE"), 20 Broad Street, New York,
New York 10005.
Copies of Ambac Assurance's financial statements prepared in accordance with statutory
accounting standards are available from Ambac Assurance.
The address of Ambac Assurance's
administrative offices and its telephone number are One State Street Plaza, 19th Floor, New York, New
York 10004 and (212) 668-0340.
Incorporation of Certain Documents by Reference
The following documents filed by the Company with the Commission (File No. 1-10777) are
incorporated by reference in this Official Statement:
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The Company's Current Report on Form 8-K dated January 23, 2002 and
1)
filed on January 25, 2002;
2)
The Company's Annual Report on Form 10-K for* the fiscal year ended
December 31, 2001 and filed on March 26, 2002;
The Company's Current Report on Form 8-K dated April 17, 2002 and
3)
filed on April 18, 2002; and
4)
The Company's Quarterly Report on Form 10-K for the fiscal quarterly
period ended March 31, 2002 and filed on May 13, 2002.
All documents subsequently filed by the Company pursuant to the requirements of the Exchange
Act after the date of this Official Statement will be available for inspection in the same manner as
described above in "Available Information."

THE AUTHORITY
The Authority is a public agency duly organized and existing pursuant to the Joint Exercise of
Powers Agreement. The Authority was formed pursuant to Chapter 5 of Division 7 of Title 1 of the
Government Code of the State of California (the "Act") for the purpose of acquiring, constructing,
improving, providing, developing and preserving entertainment, educational, artistic, literary, cultural and
multicultural facilities and programs in order to enhance and preserve the general quality of life as well as
the artistic, intellectual, cultural and multicultural life of the Sacramento regional community. The
Authority is governed by a board of 5 directors whose members are three members of the City Council of
the City, two members of the County of Sacramento Board of Supervisors. Such members shall serve at
the pleasure of their respective legislative bodies.
The directors of the Authority receive no
compensation. The City Treasurer serves as Treasurer/Controller of the Authority; the City Clerk serves
as Secretary to the Authority; and the City Attorney serves as attorney to the Authority.

THE CITY
The City is the cultural, educational, business and governmental center of a four-county
metropolitan region. The City is a charter City incorporated in 1849, and is the seat of the government for
the State of California and also serves as the County seat. The City is located at the confluence of the
Sacramento and American Rivers in the south central portion of the Sacramento Valley, a part of the
State's Central Valley. The population of the City is currently estimated to be 418,700. See APPENDIX
B-1 - "CERTAIN ECONOMIC, DEMOGRAPHIC AND FINANCIAL INFORMATION REGARDING
THE CITY OF SACRAMENTO."

- THE COUNTY OF SACRAMENTO
The County was incorporated in 1850 and encompasses approximately 944 square miles in the
middle of the 400-mile-long Central Valley. The County has a charter form of government. It is governed
by a five-member Board of Supervisors elected to serve four-year terms. A County Executive appointed
by the Board of Supervisors conducts the day-to-day business of the County. See APPENDIX A-1 "CERTAIN ECONOMIC, DEMOGRAPHIC AND FINANCIAL INFORMATION REGARDING THE
COUNTY OF SACRAMENTO."
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LIMITATIONS ON TAX REVENUES
There are a number of constitutional and statutory provisions which generally place various
'limitations on tax revenues of the City and the County. See APPENDIX A-1 - "CERTAIN ECONOMIC,
DEMOGRAPHIC AND FINANCIAL INFORMATION REGARDING THE COUNTY OF
SACRAMENTO" and APPENDIX B-1 - "CERTAIN ECONOMIC, DEMOGRAPHIC AND
FINANCIAL INFORMATION REGARDING THE CITY OF SACRAMENTO."

CERTAIN RISK FACTORS
The following factors, along with all other information in this Official Statement, should be
considered by potential investors in evaluating the Certificates. In addition, see APPENDIX A-1 "CERTAIN ECONOMIC, DEMOGRAPHIC AND FINANCIAL INFORMATION REGARDING THE
COUNTY OF SACRAMENTO" for a description of certain consideration relating to the County and
APPENDIX B-1 - "CERTAIN ECONOMIC, DEMOGRAPHIC AND FINANCIAL INFORMATION
REGARDING THE CITY OF SACRAMENTO" for a description of certain considerations relating to the
City.
Tax-Exempt Status
Tax Exempt Status of Interest with respect to the Certificates. The Code imposes a number of
requirements that must be satisfied for interest with respect to state and local obligations, such as the
Certificates, to be excludable from gross income for federal income tax purposes. These requirements
include limitations on the use of Certificate proceeds, limitations on the investment earnings of Certificate
proceeds prior to expenditure, a requirement that certain investment earnings on Certificate proceeds be
paid periodically to the United States and a requirement that the issuers file an information report with the
Internal Revenue Service (the "IRS"). CMT and STC have covenanted in certain of the documents
referred to herein that it will comply with such requirements. Failure by CMT or STC to comply with the
requirements 'stated in the Code and related regulations, rulings and policies may result in the treatment of
interest with respect to the Certificates as taxable, retroactively to the date of issuance of the Certificates.
Tax-Exempt. Status of CMT and STC. . , The tax-exempt_ status. of interest with respect to the
Certificates presently depends upon the maintenance by CMT or STC of its status as an organization
described in Section 501(c)(3) of the Code. The maintenance of such status is contingent upon
compliance with general rules promulgated in the Code and related regulations regarding the organization
and operation of tax-exempt entities, including their operation for charitable purposes and their avoidance
of transactions which may cause their earnings or assets to inure to the benefit of private individuals. As
these general principles were developed primarily for public charities which do not conduct large-scale
technical operations and business activities, they often do not adequately address the myriad of operations
and transactions entered into by modem tax-exempt organizations.
In recent years, the IRS has increased the frequency and scope of its audit and other enforcement
activity regarding tax-exempt organizations. As a result, tax-exempt organizations are increasingly
subject to a greater degree of scrutiny. The primary- penalty available to the IRS under the Code with
respect to a tax-exempt entity engaged in unlawful, private benefit is the revocation of tax-exempt status.
Although the IRS has not frequently revoked the 501(c)(3) tax-exempt status of nonprofit public benefit
corporations, it could do so in the future. Loss of tax-exempt status by CMT or STC could potentially
result in loss of tax exemption of interest with respect to the Certificates and of other future tax-exempt
debt of CMT or STC, if any, and defaults in covenants regarding the Certificates and other future taxexempt debt, if any, would likely be triggered.
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Less onerous sanctions have been enacted which focus enforcement on private persons who
transact business with a tax-exempt organization rather than the tax-exempt organization, but these
sanctions do not replace the other remedies available to the IRS as mentioned above.
IRS Audits and Future Legislation
In addition to the foregoing, no assurance can be given that any future legislation, including
amendments to the Code if enacted into law, or changes in interpretation of the Code will not cause
interest with respect to the Certificates to be subject, directly or indirectly, to federal income taxation or
otherwise prevent beneficial owners of the Certificates from realizing the full current benefit of the tax
status of such interest. Prospective purchasers of the Certificates should consult their own tax advisers
regarding any pending or proposed federal tax legislation.
Further, no assurance can be given that the introduction or enactment of any such future
legislation, or any action of the Internal Revenue Service ("IRS"), including but not limited to regulations,
rulings, or selection of the Certificates for audit examination, or the course or result of any IRS
examination of the Certificates or obligations which present similar tax issues, will not affect the market
price for the Certificates.
In this regard, Special Counsel notes` that CMT, as owner and operator of the Premises, has
entered into a contract pursuant to which naming rights to certain theatre facilities at the Premises may be
sold to a private party with such payments payable over time. While there has been no published
authority relating to the proper treatment of such an arrangement, at least one representative of the IRS
has unofficially indicated that there may be concerns as to the impact of such arrangements on the tax
status of bonds similar to the Certificates. These concerns may be the subject of future IRS consideration
and may increase the likelihood that the Certificates may be selected for an IRS audit. Notwithstanding
the unofficial statements of IRS personnel, Special Counsel will deliver the opinions described above
upon the delivery of the Certificates based upon an analysis of existing laws, regulations, rulings and
court decisions. Such opinions are not binding on the IRS and there can be no assurance that the
conclusions reached in such opinions will not be contested by the IRS or will be sustained by a court if
such conclusions are contested by the IRS.
Unrelated -Business Income. In.. recent years, the_ IRS and state, county and local taxing
authorities have*been undertaking audits and reviews of the operations of tax-exempt organizations with
respect to their exempt activities and the generation of unrelated business taxable income ("UBTI").
CMT and STC participate in activities that may generate UBTI. CMT and STC believe they have
properly accounted for and reported UBTI; nevertheless, an investigation or audit could lead to a
challenge which could result in taxes, interest and penalties with respect to unreported UBTI and in some
cases could ultimately affect the tax-exempt status of CMT or STC as well as the exclusion from gross
income for federal income tax purposes of the interest with respect to the Certificates and other future taxexempt debt of the CMT or STC, if any.
State Income Tax Exemption. The State of California has not been as active as the IRS in
scrutinizing the income tax exemption of organizations. However, it is likely that the loss by CMT and
STC of federal tax exemption would also trigger a challenge to the State tax exemption of CMT and STC.
Depending on the circumstances, such an event could be adverse and material.
Not a Pledge of Taxes
The obligation of the. City and the County to pay the Sublease Payments does not constitute an
obligation of the City or the County for which the City or the County is obligated to levy or pledge any
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form of taxation or for which the City or the County has levied or pledged any form of taxation. The
obligation of the City and the County to pay their respective Sublease Payments does not constitute a debt
or indebtedness of the City, the County, the State of California or any of its political subdivisions within
the meaning of any constitutional or statutory debt limitation or restriction.
The obligation of the City to make Sublease Payments is payable from any amounts legally
available therefore. Although the Sublease Agreement does not create a pledge, lien or encumbrance
upon the funds of the City, the City is obligated under the Sublease Agreement to pay City Sublease
Payments from any source of legally available funds (subject to certain exceptions) and the City has
covenanted in the Sublease Agreement that, for as long as the Premises is available for its use and
possession, it will make the necessary annual appropriations within its General Fund budgets for the City
Sublease Payments. The City is currently liable on other obligations payable from its general revenues.
See APPENDIX B-1 - "CERTAIN ECONOMIC, DEMOGRAPHIC AND FINANCIAL
INFORMATION REGARDING THE CITY OF SACRAMENTO."
The obligation of the County to make Sublease Payments is payable from any amounts legally
available therefor. Although the Sublease Agreement does not create a pledge, lien or, encumbrance upon
the funds of the County, the County is obligated under the Sublease Agreement to pay County Sublease
Payments from any source of legally available funds (subject to certain exceptions) and the County has
covenanted in the Sublease Agreement that, for as long as the Premises are available for its use and
possession, it will make the necessary annual appropriations within its General Fund budgets for the
County Sublease Payments. The County is currently liable on other obligations payable from its general
revenues. See APPENDIX A-1 - "CERTAIN ECONOMIC, DEMOGRAPHIC AND FINANCIAL
INFORMATION REGARDING THE COUNTY OF SACRAMENTO."
Additional Obligations of the City and the County
The City and the County have the capability to enter into other obligations which may constitute
additional charges against their general funds. To the extent that additional obligations are incurred by
the City or the County and are payable from their respective general revenues, the amount of funds
available to make Sublease Payments may be decreased. In the event that the amounts which the City or
the County are respectively obligated to pay in a fiscal year exceed the City's or County's revenues for
such year, the City or the- County may choose to make some payments rather than making .other
payments, including Sublease Payments, based on the perceived needs of the City or the County, as
applicable. The.same result could occur due to California Constitutional limits on expenditures. Neither
the City nor the County are permitted to appropriate and spend all of their respective available revenues.
For a description of the Constitutional and statutory limits on taxes and appropriations, see APPENDIX
A-1 - "CERTAIN ECONOMIC, DEMOGRAPHIC AND FINANCIAL INFORMATION REGARDING
THE COUNTY OF SACRAMENTO" and APPENDIX B-1 - "CERTAIN ECONOMIC,
DEMOGRAPHIC
AND FINANCIAL INFORMATION REGARDING THE CITY OF
SACRAMENTO."
Default
In the event of a default, there is no remedy of acceleration of the total Sublease Payments due
over the term of the Sublease Agreement. The City and the County will be liable only for their respective
Sublease Payments on an annual basis, and the Trustee would be required to seek a separate judgment
each year for that year's defaulted Sublease Payments. Any such suit for money damages would be
subject to limitations on legal remedies against cities and counties in the State of California, including a
limitation on enforcement of judgments against funds of a fiscal year other than the fiscal year in which
the Sublease Payments were due and against funds needed to serve the public welfare and interest.
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Abatement
The Sublease Payments and Additional Rental Payments due under the Sublease shall be abated
proportionately during any period in which by reason of any delay in completion, damage, destruction,
title defect or condemnation, there is substantial interference with the use and possession by the City and
County of any portion of the Premises. See "CERTAIN RISK FACTORS - Construction Risk", "Earthquake" and "- Flood Considerations." In the event of abatement of Sublease Payments, the Sublease
Payments shall be abated to the extent that the annual fair rental value of the portion of the Premises in
respect of which there is no substantial interference is less than the annual Sublease Payments and
Additional Rental Payments, in which case Sublease Payments shall be abated only by an amount equal to
the difference. Such abatement shall commence with such damage, destruction or condemnation and end
when use and occupancy or possession is restored.
It is not possible to predict the circumstances under which such an abatement of rental may occur.
In addition, there is no statute, case or other law specifying how such an abatement of rental should be
measured. For example, it is not clear whether fair rental value is established as of commencement of the
lease or at the time of the abatement. If the latter, it may be that the value of the Project is substantially
higher or lower than its value at the time of delivery of the Certificates. Abatement, therefore, could have
an uncertain and material adverse effect on the security for and payment of the Certificates.
If damage, destruction, title defect or eminent domain proceedings with respect to the Project
results in abatement of the Sublease Payments related to the Project and if such abated Sublease
Payments, if any, together with moneys from rental interruption or use and occupancy insurance (in the
event of any insured loss due to damage or destruction), eminent domain proceeds, if any, and moneys
available in the Reserve Fund, are insufficient to make all payments of principal of and interest on the
Certificate during the period that the Project is being replaced, repaired or reconstructed, then all or a
portion of such payments of principal and interest may not be made. Under the Sublease Agreement and
the Trust Agreement, no remedy is available to the Holders of the Certificates for nonpayment under such
circumstances.
The Reserve Fund will be funded in an amount equal to the Reserve Fund Requirement, and such
funds may be used by the Trustee to make payments with respect to `the Certificates in the event amounts
received by the Trustee are insufficient to pay principal of and interest with respect to the Certificates.as.
such amounts become due. Although CMT is obligated pursuant to the Facility. Lease Agreement to repair
and maintain the Premises, there can be no assurances that CMT will have sufficient financial resources
to pay the cost of repairs and replacements, if any. If damage or destruction or eminent domain
proceedings with respect to the Premises result in abatement of Sublease Payments and the resulting
reduced Sublease Payments, together with other moneys available to the Trustee, including moneys in the
Reserve Fund (and in the event of damage or destruction, together with business interruption proceeds, if
any), are insufficient to make all payments of principal of and interest with respect to the Certificates
during the period that the Premises are being replaced, repaired or reconstructed, then such payments of
principal and interest may not be made and no remedy is available to the Trustee or the Owners, under the
Sublease Agreement or Trust Agreement, for nonpayment under such circumstances.
Construction Risk
The Sublease Agreement provides that the Authority shall utilize amounts in the Project Fund
established pursuant to the Trust Agreement to pay costs of construction. Construction of the Project is
expected to commence in [August] 2002. The estimated date of completion for the Project is September
_, 2003. Pursuant to the Facility Lease Agreement, CMT is required to pay any costs of construction in
excess of the amount in the Project Fund, including cost overruns or any increased costs caused by any
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reason. The Authority has no obligation under the Sublease Agreement to provide any of its own funds
(or that of its members) other than the amount to be deposited into the Project Fund from the proceeds of
the Certificates. See "THE PROJECT - Construction of the Project." CMT has limited assets other than
its interest in the Facility Lease and rights to receive Theater Revenues, and there can be no assurances
that CMT will be able to provide funds to complete the Project in the event costs of completion exceed
anticipated levels. In the event that construction of the Project is not completed by March 1, 2004 (the
period through which capitalized interest is being funded from the proceeds of the Certificates; see
"SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES - Capitalized Interest,") for
any reasons, including CMT's inability to pay unanticipated construction costs or unforeseen
circumstances which delay construction completion, the obligation of the City and the County to make
Sublease Payments will be abated during the period of delay, and such circumstances would have a
material adverse impact on the ability of the Authority to pay debt service with respect to the Certificates.
See "CERTAIN RISK FACTORS - Abatement."
Bankruptcy
Generally. There can be no assurances that the bankruptcy of any of the City, the County, and
CMT will not result in delays or reductions in payments on the Certificates. Following are limited
descriptions of the potential effect of the bankruptcy of particular participants. The descriptions are
provided as examples only and are not intended to be an exhaustive list of all of the potential effects that
the bankruptcy of individual participants would have on the timely payment of amounts owing on the
Certificates.
The City or the County. Enforceability of the rights and remedies of the Owners of the
Certificates, and enforcement of the City and the County's obligation under the Sublease Agreement, may
become subject to the federal bankruptcy code and applicable bankruptcy, insolvency, reorganization,
moratorium, or similar laws relating to or affecting the enforcement of creditor's rights generally, now or
hereafter in effect. Bankruptcy proceedings under Chapter 9 of the Bankruptcy Code (Title 11, United
States Code), which governs the bankruptcy proceedings for public agencies such as the City, or the
County, if initiated, could subject the beneficial owners of the Certificates to judicial discretion and
interpretation of their rights in bankruptcy and consequently may entail risks of delay, limitation, or
modification of their rights. In the event of a bankruptcy of the City or the County no assurances can be
given (a) that the Authority, the Trustee or the beneficial owners of the Certificates would not be required
to disgorge payments previously received, or (b) that there would not be delays or reductions in payments
on the Certificates. In addition, actions could be taken in a bankruptcy of the County or the City that
would adversely affect the exclusion of interest with respect to the Certificates from gross income for
federal income tax purposes. There may be other possible effects of a bankruptcy of the County or the
City. Regardless of any specific adverse determinations in a bankruptcy of the County or the. City, the
fact of such a bankruptcy could have an adverse effect on the liquidity and value of the Certificates.
CMT. CMT.is a nonprofit public benefit corporation organized and existing under the laws of
California. Generally, CMT has limited assets other than the Facility Lease Agreement and rights to
receive various Theatre Revenues. In the event that the Theatre Revenues are insufficient to pay Rental
Payments and the costs of operating and maintaining the Premises, it is unlikely that CMT would have the
financial resources to meet its obligations under the Facility Lease Agreement. In the event that, for any
reason. described herein, or any other reason, the City and/or the County fail to make their respective
Sublease Payments or payments required to be made by the City and the County pursuant to the Sublease
Agreement are stayed or otherwise cannot be applied by the Trustee in accordance with the Trust
Agreement, there can be no assurances that CMT would have sufficient resources to make Rental
Payments as and when due, and such circumstances could have a material adverse impact on the ability of
the Authority to pay principal of and interest with respect to the Certificates. In addition, if CMT becomes
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bankrupt, there can be no assurances (a) that the Authority or the Owners of the Certificates would not be
required to disgorge payments previously received or (b) that there would not be delays in payments on
the Certificates. If either Theatre Company goes into bankruptcy, then the Authority, the Trustee, or the
beneficial owners of the Certificates may be required to disgorge, as preferential transfers or fraudulent
transfers, payments previously received. In addition, actions could be taken in a bankruptcy of a Theatre
Company that would adversely affect the exclusion of interest with respect to the Certificates from gross
income for federal income tax purposes. If a Theatre Company goes into bankruptcy and the County
and/or the City fail to make their respective Sublease Payments or payments made by the County and the
City pursuant to the Sublease Agreement are stayed or otherwise cannot be applied by the Trustee in
accordance with the Trust Agreement, it is likely that the beneficial owners of the Certificates will suffer
a loss. There may be other possible effects of a bankruptcy of a Theatre Company and such effects may
result in delays or reductions in payments to the beneficial owners of the Certificates. Regardless of any
specific adverse determinations in a bankruptcy of a Theatre Company, the fact of such a bankruptcy
could have an adverse effect on the liquidity and the value of the Certificates. As of the date hereof, STC
is likely insolvent.
Earthquakes
The City and the County are not obligated under the Sublease Agreement to procure and
maintain, or cause to be procured and maintained, earthquake insurance on the Premises. Depending on
its severity, an earthquake could result in abatement under the Sublease Agreement. See "CERTAIN
RISK FACTORS - Abatement."
Flood Risk Considerations
In and around the City, flooding caused by river overflow or heavy rainfall could cause possible
damage to property in the City. Normally, water is contained within the rivers, creeks, canals, and
adjacent levee systems. During the severe winter storms in the Sacramento area in 1986 and again in
1997 the American and Sacramento River levee systems carried a record volume of water due to heavy
rainfall of long duration. Although these storms caused some flooding in certain areas, the major levee
systems that protect the City from disaster withstood the record water flows.
Depending on its severity, flooding could result.in abatement_ under the Sublease Agreement. See
"CERTAIN RISK FACTORS - Abatement."
According to the Federal Emergency Management Agency ("FEMA") Flood Insurance Rate
Maps ("FIRMs") for the City of Sacramento dated July 6, 1998, as revised by a Letter of Map Revision
("LOMR") effective May 22, 2000, the Project is located within an area that is designated as a "Zone
A99" on the FIRMS for the City. A "Zone A99" is defined as an area to be protected from the 100-year
flood by a Federal Flood Protection System under construction. Within the A99 zone there are no base
flood elevations determined and no construction requirements to elevate or flood proof structures.
[Pursuant to the Sublease, the City and the County are required to obtain and maintain flood
insurance with respect to the Project.]] [DISCUSS]]]
The Sacramento Area Flood Control Agency has submitted a restoration plan to FEMA that
would provide flood protection from the American River from a 140-year flood. The restoration work for
the area is anticipated to be completed by November 2003. [[UPDATE]]
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TAX MATTERS
In the opinion of Orrick, Herrington & Sutcliffe LLP, San Francisco, California, ("Special
Counsel"), _based upon an analysis of existing laws, regulations, rulings and court decisions, and
assuming, among other matters, compliance with certain covenants, interest with 'respect to the
Certificates is excluded from gross income for federal income tax purposes under Section 103 of the Code
and is exempt from State of California personal income taxes. Special Counsel is of the further opinion
that interest with respect to the Certificates is not a specific preference item for purposes of federal
individual or corporate alternative minimum taxes, although Special Counsel observes that such interest is
included in adjusted current earnings in calculating federal corporate alternative minimum taxable
income. A complete copy of the proposed form of the opinion of Special Counsel is set forth as
Appendix D hereto.
[To the extent the issue price of any maturity of the Certificates is less than the amount to be paid
at maturity of such Certificates (excluding amounts stated to be interest and payable at least annually over
the term of such Certificates), the difference constitutes "original issue discount," the accrual of which, to
the extent properly allocable to each owner thereof, is treated as interest with respect to the Certificates
which is excluded from gross income for federal income tax purposes. For this purpose, the issue price of
a particular maturity of the Certificates is the first price at which a substaritial amount of such maturity of
the Certificates is sold to the public (excluding Certificate houses, brokers, or similar persons or
organizations acting in the capacity of underwriters, placement agents or wholesalers). The original issue
discount with respect to any maturity of the Certificates accrues daily over the term to maturity of such
Certificates on the basis of a constant interest rate compounded semiannually (with straight-line
interpolations between compounding dates). The accruing original issue discount is added to the adjusted
basis of such Certificates to determine taxable gain or loss upon disposition (including sale, redemption,
or payment on maturity) of such Certificates. Owners of the Certificates should consult their own tax
advisors with respect to the tax consequences of ownership of Certificates with original issue discount,
including the treatment of purchasers who do not purchase such Certificates in the original offering to the
public at the first price at which a substantial amount of such Certificates is sold to the public.
The Certificates purchased, whether at original issuance or otherwise,' for an amount greater than
their principal amount payable at maturity (or, in some cases, at their earlier call date) ("Premium
-Certificates") will be treated as having amortizable Certificate premium. No deduction is allowable for
the amortizable Certificate premium in the case of Certificates, like the Premium, Certificates, the interest
with respect to which is excluded from gross income for federal income tax purposes. However, the
amount of tax exempt interest received, and a purchaser's basis in a Premium Certificate, will be reduced
by the amount of amortizable Certificate premium properly allocable to such purchaser. Owners of
Premium Certificates should consult their own tax advisors with respect to the proper treatment of
amortizable Certificate premium in their particular circumstances. ]
The Code imposes various restrictions, conditions and requirements relating to the exclusion from
gross income for federal income tax purposes of interest with respect to obligations such as the
Certificates. The Authority and CMT have covenanted to comply with certain restrictions designed to
ensure that interest with respect to the Certificates will not be included in federal gross income. Failure to
comply with these covenants may result in interest with respect to the Certificates being included in gross
income for federal income tax purposes, possibly from the date of original issuance of the Certificates.
The opinion of Special Counsel assumes compliance with these covenants. Special Counsel has not
undertaken to determine (or to inform any person) whether any actions taken (or not taken) or events
occurring (or not occurring) after the date of issuance of the Certificates may adversely affect the value
of, or the tax status of interest with respect to, the Certificates. Further, no assurance can be given that
pending or future legislation or amendments to the Code, if enacted into law, or any proposed legislation
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or amendments to the Code, will not adversely affect the value of, or the tax status of interest with respect
to, the Certificates. Prospective beneficial owners are urged to consult their own tax advisors with respect
to proposals to restructure the federal income tax.
In addition, Special Counsel has relied on the opinion of Weintraub, Genshlea, Chediak & Sproul,
regarding the current qualification of CMT and McDonough, Holland & Allen, regarding the current
qualification of STC as organizations described in Section 501(c)(3) of the Code and other matters.
Neither Special Counsel nor Weintraub, Genshlea, Chediak & Sproul nor McDonough, Holland & Allen
can give or has given any opinion or assurance about the future activities of CMT and STC, or about the
effect of future changes in the Code, the applicable regulations, the interpretation thereof or the resulting
changes in enforcement thereof by the Internal Revenue Service (the "IRS"). Failure of CMT or STC to
be organized and operated in accordance with the IRS's requirements for the maintenance of their status
as organizations described in Section 501(c)(3) of the Code may result in interest payable with respect to
the Certificates being included in gross income, possibly from the date of original issuance of the
Certificates.
Certain requireinents and procedures contained or referred to in the Trust Agreement, the
Sublease Agreement, the Facility Lease Agreement, the Tax Certificate and other relevant documents
may be changed and certain actions (including, without limitation, defeasance of the Certificates) may be
taken or omitted under the circumstances and subject to the terms and conditions set forth in such
documents. Special Counsel expresses no opinion as to any Certificate or the interest with respect thereto
if any such change occurs or action is taken or omitted upon the advice or approval of any counsel other
than itself.
Although Special Counsel is of the opinion that interest with respect to the Certificates is
excluded from gross income for federal income tax purposes and is exempt from State of California
personal income taxes, the ownership or disposition of, or the accrual or receipt of interest with respect to,
the Certificates may otherwise affect a beneficial owner's federal or state tax liability. The nature and
extent of these other tax consequences will depend upon the particular tax status of the beneficial owner
or the beneficial owner's other items of income or deduction, and Special Counsel expresses no opinion
regarding any such other tax consequences.
No assurance can be given that any future. legislation, or clarifications or amendments to the
Code, if enacted into law will not cause interest with respect to the Certificates to be subject, directly or
indirectly, to federal or state income taxation, or otherwise prevent. beneficial owners from realizing the
full current benefit of the tax status of the interest thereon. Further, no assurance can be given that any
such future legislation, or any actions of the IRS, including but not limited to selection of the Certificates
for audit examination, or the course or result of any examination of the Certificates or other certificates
which present similar tax issues, will-not affect the market price for the Certificates.

. CERTAIN LEGAL MATTERS
The validity of the Certificates and certain other legal matters are subject to the approving
opinion of Orrick, Herrington & Sutcliffe LLP, San Francisco, California, Special Counsel. A complete
copy of the proposed form of opinion of Special Counsel is contained in Appendix D hereto. Special
Counsel has undertaken no responsibility for the accuracy, completeness or fairness of this Official
Statement. Certain legal matters will be passed upon for the City by the City Attorney, for the County by
County Counsel and for the Authority by its Disclosure Counsel, Hawkins, Delafield & Wood,
Sacramento, California.
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CONTINUING DISCLOSURE
Pursuant to separate Continuing Disclosure Certificates (the "Disclosure Certificate"), the City
and -the County have each agreed to provide, or cause to be provided, to each nationally recognized
municipal securities information repository and any public or private repository or entity designated by
the State of California as a state repository (each, a "Repository") for purposes of Rule 15c2-12(b)(5)(the
"Rule") adopted by the Securities and Exchange Commission certain annual financial information and
operating data, including their audited financial statements, and an update of certain information
contained in APPENDIX A-1 -."CERTAIN ECONOMIC, DEMOGRAPHIC AND FINANCIAL
INFORMATION REGARDING THE COUNTY OF SACRAMENTO" and APPENDIX B-1 "CERTAIN ECONOMIC, DEMOGRAPHIC AND FINANCIAL INFORMATION REGARDING THE
CITY OF SACRAMENTO." In addition, the City and the County have each agreed to provide, or cause
to be provided, to each Repository in a timely manner notice of the following "Listed Events" if
determined by the City or the County, as applicable, to be material: (1) principal and interest payment
delinquencies; (2) non-payment related defaults; (3) modifications to the rights of owners of the
Certificates; (4) optional, contingent or unscheduled Certificate calls; (5) defeasances; (6) rating changes;
(7) adverse tax opinions or events adversely affecting the tax-exempt status of the Certificates; (8)
unscheduled draws on the debt service reserves reflecting financial difficulties; (9) unscheduled draws on
credit enhancements reflecting financial difficulties; ( 10) substitution of credit or liquidity providers, or
their failure to perform; and (11) release, substitution, or sale of Premises securing repayment of the
Certificates. These covenants have been made in order to assist the Underwriters in complyirig with the
Rule.
The City and the County may amend their respective Disclosure Certificates, and waive any
provision thereof, without the consent of the owners of the Certificates (except to the extent required
under clause (3)(ii) below), if all of the following conditions are satisfied: (1) if the amendment related to
certain provisions of the Disclosure Certificate, such amendment is made in connection with a change in
circumstances that arises from a change in legal requirements, a change in law, or a change in the identity,
nature or status of an obligated person with respect to the Certificates, or the type of business conducted;
(2) the undertaking as so amended would, in the opinion of nationally recognized bond counsel, have
complied with the requirements of the Rule at the time of the original execution and delivery of the
Certificates, after taking into account any amendments or interpretations of the Rule, as well as any
-change in circumstances; and (3) either (i) the amendment, in the opinion of the Trustee or nationally
recognized bond counsel does not materi ally impair the interests of the Owners or beneficial owners of
the Certificates, or (ii) the holders of the Certificates consent to the amendment to the Disclosure
Certificate pursuant to the same procedures.as are required for amendments to the Trust Agreement with
consent of owners of the Certificates pursuant to the terms of the Trust Agreement. The City or the
County, as applicable, shall describe such amendment and the reason therefore in their next annual report
filed with the Repositories.
In addition, the obligations of the City or the County, as applicable, under the Disclosure
Certificate shall terminate (i) upon a legal defeasance, prior redemption or payment in full of all'of the
Certificates or (ii) if, in the opinion of nationally recognized bond counsel, the City or the County, as
applicable, ceases to be an "obligated person" (within the meaning of the Rule) with respect to the
Certificates or the Certificates otherwise cease to be subject to the requirements of the Rule. The
provisions of the Disclosure Certificate are intended to be for the benefit of the owners of the Certificates
and beneficial owners of the Certificates and in order to assist the participating Initial Purchasers in
complying with the Rule and shall be enforceable by any Owner or beneficial owners of Certificates,
provided that any enforcement action by any such person shall be limited to a right to obtain specific
enforcement of the obligations of the City or the County, as applicable, under the Disclosure Certificate
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and any failure by the City or the County to comply with the provisions thereof shall not be an event of
default under the Trust Agreement.

FINANCIAL STATEMENTS
The County's financial statements for the fiscal year June 30, 2001, included in Appendix A-2
hereto, have been audited by Macias, Gini & Company LLP, independent auditors, as stated in their report
appearing in Appendix A-2 hereto. Macias, Gini & Company LLP has not consented to the inclusion of
its report as Appendix A-2 and has not undertaken to update its report or to take any action intended or
likely to elicit information concerning the accuracy, completeness or fairness of the statements made in
this Official Statement, and no opinion is expressed by Macias, Gini & Company LLP with respect to any
event subsequent to its report dated December 28, 2001.
The City's financial statements for the fiscal year June 30, 2001, included in Appendix B-2
hereto, have been audited by KPMG LLP, independent auditors, as stated in their report appearing in
Appendix B-2 hereto. KPMG LLP has not consented to the inclusion of its report as Appendix B-2 and has
not undertaken to update its report or to take any action intended or likely to elicit information concerning
the accuracy, completeness or fairness of the statements made in this Official Statement, and no opinion is
expressed by KPMG LLP with respect to any event subsequent to its report dated October 26, 2001.

LITIGATION
There is no action, suit or proceeding known by the Authority, the City or the County to be
pending or threatened restraining or enjoining the execution or delivery of the Certificates, the Trust
Agreement, the Sublease Agreement, or any other documents relating to the Certificates, or in any way
contesting or affecting the validity of the foregoing.

RATINGS
Moody's Investors Services, Inc. ("Moody's) has assigned the Certificates a rating of "Aaa" and
Standard & Poor's Ratings Services, a division of The McGraw Hill Cornpanies, -Inc.- ("S&P") has
assigned the Certificates a rating of "AAA" with the understanding that, upon delivery of the Certificates,
a policy would be issued insuring payment when due of the principal and interest with respect to the
Certificates. Such ratings reflect only the views of Moody's and S&P, and do not constitute a
recommendation to buy, sell or hold the Certificates. Explanation of the significance of such ratings may
be obtained only from the respective organizations at:, Moody's Investors Services, 99 Church Street,
New York, New York 10007-2796, telephone number (212) 553-0317; and Standard and Poor's Ratings
Group, 55 Water Street, New York, New York 10004, telephone number (212) 438-2124. There is no
assurance that either such rating will continue for any given period of time or that they will not be revised
downward or withdrawn entirely by the respective rating agencies, if in the judgment of either such rating
agency circumstances so warrant. Any such downward revision or withdrawal of such ratings may have
an adverse effect on the market price of the Certificates.

UNDERWRITING
The Certificates are being purchased by the Underwriter set forth on the cover page hereto. The
Underwriter has agreed, subject to certain conditions, to purchase the Certificates at a price of $
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.

, plus a premium of $
(representing the principal amount of the Certificates of $
less an
The
Certificate
Purchase Contract relating to
Underwriter's discount of $_^, plus accrued interest.
the Certificates provides that the Underwriter will purchase all of the Certificates if any are purchased, the
obligation- to =make such purchase being subject to certain terms and conditions set forth in the Certificate
Purchase Contract, the approval of certain legal matters by counsel and certain other conditions. The
Underwriter may offer and sell the Certificates to certain dealers and others at prices lower than the
offering prices stated on the cover page. The offering prices may be changed from time to time by the
Underwriter.

MISCELLANEOUS
Included herein are brief summaries of certain documents and reports; which summaries do not
purport to be complete or definitive, and reference is made to such documents and reports for full and
complete statements of the contents thereof. Any statements in this Official Statement involving matters
of opinion, whether or not expressly so stated, are intended as such and not as representations of fact.
This Official Statement is not to be construed as a contract or agreement between the Authority and the
purchasers or owners of any of the Certificates.
The execution and delivery of this Official Statement has been duly authorized by the Authority.

SACRAMENTO REGIONAL ARTS
FACILITIES FINANCING AUTHORITY

By:
Chair

By:
Treasurer
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8271v10 022400/004674 POS

E-1

APPENDIX F
FORM OF BOND INSURANCE POLICY
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F-1

MEMORANDUM OF UNDERSTANDING

THIS MEMORANDUM OF UNDERSTANDING is entered into by and between the
CALIFORNIA MUSIC THEATRE, a California nonprofit public benefit corporation ("CMT") and
Sacramento Theatre ,Company, a California nonprofit public benefit corporation ("STC") as potential
future lessees of the H Street Property, and the CITY OF SACRAMENTO, a charter municipal
corporation ("CITY") and the COUNTY OF SACRAMENTO, a political subdivision organized and
existing under the laws of the State of California, as potential lessors of the H Street Property.

RECITALS
CITY and COUNTY have leased ("Current'Leases") to CMT and STC certain real.
property and improvements located at 15th and H Streets, Sacramento, California
("H Street Property"), as described in Exhibit "A", attached hereto and
incorporated herein by this reference:
2.

A public financing by CITY and COUNTY is contemplated for the purpose of
providing funds to renovate the facilities located on the H Street Property and the
adj acent property owned by CMT. The renovation project is known as the H
Street Theatre Project. The financing is kriown as the City of Sacramento/County
of Sacramento Series 2002 Certificates of Participation ("Bonds").
As part of the financing structure: (i) the Current Leases will be terminated; (ii)
CMT will become a sublessee of the H Street Property, with CITY and COUNTY
as sublessors under a Facility Lease Agreement, which has a term coinciding with
the amortization period for the Bonds; and (iii) STC will become a sublessee of
the H Street-Property under aFacilities Sublease With CMT.
The Facility Lease Agreement term will end upon full payment of the Bonds, or
upon reimbursement to CITY and COUNTY for amounts paid therefor, whichever
is longer. It is the parties' mutual intent that CMT and STC, as long term
occupants of the H Street Property, providing service and benefit to the citizens of
the CITY and COUNTY, should continue to occupy the H Street. Property upon
termination of the Facility Lease Agreement.
It is also the intent of the parties that, at least six months prior to termination of
the Facility Lease Agreement, they will meet and confer and negotiate in good.
faith in an effort to reach agreement on the terms and conditions of a successor
lease or leases of the H Street Property to CMT and STC, upon commercially.
reasonable terms and conditions which are substantially similar to those of the
Current Leases.
AGREEMENT

NOW, THEREFORE, IT IS AGREED BY AND BETWEEN THE PARTIES AS
FOLLOWS:
1°.

Recitals accurate: - The:recitals`set forth above are ari-accurate statement of the`
facts and circumstances upon which this Agreement is based, and are made a part
of this Agreement for all purposes. :

2:

Negotiations for successor lease. At least six months before termination of the
Facility Lease Agreement, but not earlier than twelve months before termination,
the parties shall meet and confer and negotiate in good faith in an effort to
mutually agree upon the terms and conditions" for a successor lease agreement, to
take effect upon the termination of the Facility Lease Agreement. The parties shall
consider; as part ofthe negotiations, terms and conditions that are commercially
reasonable and substantially similar to those in the Current Leases.

3.

Governing Law. This Agreement, and the legal relations between the parties
shall be governed by and construed in accordance with the laws of the State of
California.
Waiver. The waiver by any party to this Agreement of a breach of any provision
of this Agreemerit shall not be deemed a continuing waiver or a waiver of any
subsequent breach of that or any other provision of this Agreement.

5.

Execution of Agreement. This Agreement may be signed in counterparts, each
of which shall be"deemed an original-.
Entire Agreement. This Agreement constitutes the entire agreement between
the parties hereto, and supersedes any prior oral or written agreement.
Warranties and Representations. - The persons signing this Agreement each
warrant and represent'that each. has the capacity and legal authority to execute this
Agreement on behalf of the respective entity and to bind that entity to the
obligations as stated;herein.

IN WITNESS WHEREOF, this Agreement has been executed by the parties hereto on
this date first set forth above.
CITY:

CITY OF SACRAMENTO,
a charter municipal corporation

By:.
ROBERT THOMAS, City Manager

ATTEST:

APPROVED AS TO FORM:

City Clerk

City Attorney

COUNTY:

County of Sacramento, a political
subdivision of the State of California

By:.

. Title

ATTEST:

APPROVED AS TO FORM:

County Clerk

County Counsel.

CALIFORNIA MUSIC THEATRE, a California
nonprofit public benefit corporation

By:
Its.,
By:
Its:

SACRAMENTO THEATRE COMPANY, a California
nonprofit public benefit corporation

By:
Its:

.

•_

,,

`._1,;,•.-__-
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SACRAMENTO REGIONAL ARTS FACILITIES FINANCING AUTHORITY
SERIES 2002 CERTIFICATES OF PARTICIPATION

CERTIFICATE PURCHASE CONTRACT

August _, 2002

Sacramento Regional Arts Facilities
Financing Authority
City Council
City of Sacramento
Board of. Supervisors
County of Sacramento
Board of Directors
California Musical Theatre
Ladies and Gentlemen:
The undersigned, E.J. De La Rosa & Co., Inc., the_ Underwriter
(the "Underwriter"), offers to
_ _
enter into this Cert ificate Purchase Contract with you, the Sacramento_ Regional Arts Facilities Financing
Authority (the "Authority") for the purchase ;by the Underwriter of the Authority's Series 2002,
Certificates of Participation (the "Certificates") on the condition that the County of Sacramento ("the.
County"), the City of Sacramento (the "City") and the California Musical Theatre, a nonprofit public
benefit corporation organized and existing under the laws of the State of California ("CMT"), approve this
Certificate Purchase Contract (as evidenced by execution of their respective Letters of Representation)
and each delivers or causes to be delivered to the Underwriter its executed Letter of Representations in
substantially the following respective forms: the County Letter of Representations, in the form attached
hereto as Exhibit A (the "County Letter of Representations") and the City Letter of Representations, in the
form attached hereto as Exhibit B (the "City Letter of Representations") and the CMT Letter of
Representations, in the form attached hereto as Exhibit C (the "CMT Letter of Representations"). The
County Letter of Representations, the City Letter of Representations. and the CMT Letter of
Representations are collectively referred to as the "Letters of Representations."
This, offer is made subject to written acceptance by the Authority at or before 1:00 p.m.,,
California time, on the date hereof, and, if not so accepted; will be subject to withdrawal by the
Underwriter upon notice delivered to.the Authority, the County, the City and CMT at any time prior to
the acceptance hereof by the Authority. Upon such acceptance and delivery by the Authority of executed
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counterparts of the Letters of Representations, this Certificate Purchase Contract shall be in full force and
effect in accordance with its terms and shall be binding upon the Authority and the Underwriter. Approval
of this Certificate-Purchase Contract by the City, the County and CMT shall be evidenced by their
delivery of their respective Letters of Representations.
Section 1. Purchase and Sale. Upon the terms and conditions and in reliance on the
representations, warranties and agreements set forth herein and in the Letters of Representation, the
Underwriter hereby agrees to purchase from the Authority, and the Authority hereby agrees to sell and
deliver to the Underwriter, all (but not less than all) of the $
aggregate principal amount
of the Certificates at the purchase price of $
(representing the principal amount of the
Certificates, plus a premium of $
, less an Underwriter's discount of $
), plus
accrued interest to the Closing Date (as herein after defined).
The Certificates will be executed and delivered pursuant to a Trust Agreement, dated as of
August 1, 2002 (the "Trust Agreement") by and among the Authority, the City, the County and BNY
Western Trust Company, as trustee (the "Trustee"). The Certificates shall be dated August 1, 2002, shall
have such Certificate Payment Dates, represent interest, be subject prepayment and have such other terms
as are provided in the Trust Agreement and shall be payable as to interest at the rates set forth in
Appendix D attached hereto. CMT will lease the G Street Premises (as defined in the Official Statement)
to the Authority pursuant to a Site Lease Agreement I, dated as of August 1, 2002 (the "Site Lease
Agreement I"). The County and the City will lease the H Street Premises (as defined in the Official
Statement) to the Authority pursuant to a Site Lease Agreement II, dated as of August 1, 2002 (the "Site
Lease Agreement II," and together with Site Lease Agreement I, the "Site Lease Agreements"). The
Authority will lease the G Street Premises and the H Street Premises (together, the "Premises") to the City
and the County, as tenants-in-common, pursuant to a Sublease Agreement, dated as of August 1, 2002
(the "Sublease Agreement") by and among the City, the County and the Authority. The City and the
County, as tenants-in-common, will lease the Premises to CMT pursuant to a Facility Lease Agreement,
dated as of August 1, 2002 (the "Facility Lease Agreement") by and among the City, the County and
CMT. The obligation of CMT to make Base Rental Payments pursuant to the Facility Lease Agreement
is secured by a Construction Deed of Trust, Assignment of Leases and Rents, Security Agreement-and
Fixture Filing dated as of August 1, 2002 (the "Deed of Trust") from CMT on the G Street Premises for
the benefit of the City and County. The obligation of the County to make County Sublease Payments is a
several obligation of the County payable from any amounts legally available therefor. The obligation of
the City to make City Sublease Payments is a several obligation of the City payable from any amounts
legally available therefor. Pursuant to an Assignment Agreement, dated as of August 1, 2002 (the
"Assignment Agreement"), between the Trustee and the Authority, the Authority will assign without
recourse to the Trustee, for the benefit of the Owners of the Certificates, all of its right, title and interest
under the Site Lease Agreements and the Sublease Agreement.
The Trust Agreement, the Site Lease Agreements, the Deed of Trust, the Sublease Agreement, the
Facility ,Lease Agreement, the Assignment Agreement, the Tax Certificate and Agreement, the Control
Agreement dated as of August 1, 2002, among the County, the City, the Trustee, CMT and Wells Fargo
Bank, N.A. (the "Control Agreement"), the Amendment and Supplement to Funding Agreement dated as
of August 1, 2002, among the City, the County, CMT and the Sacramento Theatre Company ("STC"), a
non profit public benefit corporation organized and existing under the laws of the State of California (the
"Supplemental Funding Agreement"), the Agreement by Tenants in Common dated as of August 1, 2002,
between the City and the County (the "Tenancy in Common Agreement"), the Facility Sublease
Agreement between CMT and STC, dated as of August 1, 2002 (the "Facility Sublease Agreement"), and
the Joint Exercise of Powers Agreement effective as of April 11, 2002, between the County and the City
(the "JPA"), the Official Statement, this Certificate Purchase Contract and the Continuing Disclosure
2
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Certificates are referred to collectively herein as the "Legal Documents." Capitalized terms not otherwise
defined herein shall have the meanings as defined in the Trust Agreement or the Official Statement.
The payment of principal and interest (but not any prepayment premium) when due with respect
to the Certificates will be secured by a municipal bond insurance policy (the "Bond Insurance Policy") to
be issued simultaneously with the delivery of the Bonds by Ambac Assurance Corporation (the
"Insurer").
Section 2. Offering; Delivery of the Official Statement and Other Documents.
(a)
The Authority agrees to deliver to the Underwriter, at such addresses as the
Underwriter shall have specified, sufficient copies of the Official Statement as the
Underwriter shall have reasonably requested as necessary to comply with all applicable rules
of the Municipal Securities Rulemaking Board and the Securities and Exchange Commission
(the "SEC"), including Rule 15c2-12 promulgated under the Securities Exchange Act of
1934, as amended ("Rule 15c2-12"), with only such changes from the form of the Preliminary
Official Statement as shall have been accepted by the Underwriter. The Authority authorizes
the use and distribution of copies of the Official Statement by the Underwriter in connection
with the public offering and sale of the Certificates.
(b)
The Authority has authorized the approval of the Official Statement by execution
thereof by a duly authorized officer of the Authority. The Authority authorizes the use and
distribution of copies of the Official Statement by the Underwriter in connection with the
public offering and sale of the Certificates. The Authority approves and consents to the use
by the Underwriter, prior to the date hereof, of the Preliminary Official Statement of the
Authority, dated August _, 2002, relating to the Certificates (which, including all appendices
thereto, is herein called the "Preliminary Official Statement"),. in connection with the
prospective offering of the Certificates, including the electronic distribution of the
Preliminary Official Statement and the use of the disclaimer related thereto. Prior to the date
hereof, the Authority delivered to the Underwriter the Preliminary Official Statement together
with a certificate of the Authority that stated that the Preliminary Official Statement was
deemed final as of its date for purposes of Rule 15c2-12, except for the information not
required to be included therein under Rule 15c2-12 (and information with respect to which
the City or County provided certificates pursuant to Rule 15c2-12). In addition, prior to the
date hereof, the City and County have each delivered certificates that stated that the particular
information with respect to each of them is deemed final as of its date for purposes of
Rule 15c2-12, except for the information not required to be included therein under Rule 15c212.
(c)
The Authority undertakes that for a period to and including the date that is 25
days from the "end of the underwriting period" (as defined below) it will (i) apprise the
Underwriter of all material developments, if any, occurring with respect to the Authority after
delivery of the Certificates to the Underwriter and (ii), if requested by the Underwriter,
prepare a supplement to the Official Statement in respect of any material event so that, as
amended or supplemented, it will not contain any untrue statement of a material fact or omit
to state any material fact necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading.
(d)
Unless otherwise notified in writing by the Underwriter on or prior to the date of
delivery of and payment for the Certificates (such date referred to herein as the "Closing or
"Closing Date"), the Authority may assume that the "end of the underwriting period" for the
3
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Certificates for all purposes of Rule 15c2-12 is the date of the Closing. In the event notice is
given in writing by the Underwriter that the underwriting period shall continue beyond the
Closing, the Underwriter shall notify the Authority in writing following the occurrence of the
"end of the underwriting period" for the Certificates as defined in Rule 15c2-12. The "end of
the underwriting period" for the Certificates as used in this Certificate Purchase Contract
shall mean the Closing or such later date as to which notice is given by the Underwriter in
accordance with the preceding sentence.
(e)
The City and the County will undertake pursuant to the provisions of separate
Continuing Disclosure Certificates (the "Continuing Disclosure Certificates"), for the benefit
of holders of the Certificates, to provide annual reports and notices of certain events in order
to assist the Underwriter in. complying with Rule 15c2-12.
'Section 3. The Closing. At 8:00 a.m., California time, on August _, 2002, or at such other time
or on such earlier or later date as the Authority and the Underwriter mutually agree upon (the "Closing
Date"), the Authority and the Trustee will deliver or cause to be delivered to the Underwriter the
Certificates in book-entry form through the facilities of The Depository Trust Company, New York, New
York duly executed and the other documents hereinafter mentioned shall be delivered at the offices of
Orrick, Herrington & Sutcliffe LLP, in Sacramento, California or at such other location as shall have beeri
mutually agreed upon by the Authority and the Underwriter. Subject to the terms and conditions hereof,
the Underwriter will accept delivery of the Certificates and pay the purchase price thereof by federal
funds to the order of the Trustee in an amount equal to the Purchase Price, as set forth in Section 1 hereof,
(such delivery of and payment for the Certificates is herein called the "Closing").
Section 4. Authority Representations, Warranties and Agreements. The Authority represents,
warrants and agrees with the Underwriter that, as of the date hereof and as of the Closing Date:
(A) Due Organization and Authority_. The Authority is a joint exercise of powers
authority duly authorized and existing under the Joint Exercise of Powers Agreement, effective as
of April 11, 2002, by and between the City and the County pursuant to Articles 1 through 4
(commencing with Section 6500) of Chapter 5 of Division 7 of Title 1 of the California
Government Code (the• "Act"), and has the right and power to deliver the Certificates for the
purposes described in the Trust Agreement, and to execute, deliver, and perform its obligations
under the Legal Documents to which the Authority is a party and the Certificates.
(B) Due Adoption. The resolution of the Board of Directors of the Authority dated July
2002 (the "Authority Resolution") was duly adopted by the Board of Directors of the
Authority which was called and held pursuant to law and with all public notice required by law
and at which a quorum was present and acting throughout and the Authority Resolution has not
been amended, modified or repealed and is in full force and effect.
(C) No Conflict. To the current actual knowledge of the Authority after reasonable
investigation, which did not include the review or search of federal, state or other court records,
or the review or search of Authority records other than those directly and immediately connected
with the Project and the financing therefor, the adoption of the Authority Resolution and the
execution and delivery of the Legal Documents to which the Authority is a party, the delivery of
the Certificates and compliance with the provisions hereof and thereof, will not in any material
respect conflict with, or constitute a breach of or default under, the Authority Resolution or any
law, administrative regulation, court decree, resolution, by-laws or any bond, note, instrument or
other agreement to which the Authority is subject or by which it or any of its property is bound.
4
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(D) No Consents Required. After due inquiry, except as may be required under blue sky
or other securities laws of any state, or with respect to any permits or approval heretofore
received which are in full force and effect or the requirement for which is otherwise disclosed in
the Official Statement, there is no consent, approval, authorization or other order of, or filing
with, or certification by, any governmental authority, board, agency or commission or other
regulatory authority having jurisdiction over the Authority required for the adoption of the
Authority Resolution and execution and delivery of the Legal Documents to which the Authority
is a party or the consummation by the Authority of the other transactions contemplated by the
Official Statement, the Authority Resolution or the Legal Documents to which the Authority is a
party, including this Certificate Purchase Contract.
(E) No Litigation. To the current actual knowledge of the Authority and after reasonable
investigation, which did not include the review or search of federal, state or other court records,
except as described in the Official Statement, there is no action, suit, proceeding or investigation
at law or in equity before or by any court or governmental agency or body pending or threatened
against the Authority to restrain or enjoin the delivery of the Certificates or the payments to be
made pursuant to the Legal Documents, or in any way contesting or affecting the validity of the
Legal Documents to which the Authority is a party, the Authority Resolution or the Certificates,
or contesting the powers of the Authority to enter into or perform its obligations under any of the
foregoing.
(F) Official Statement Correct and Complete. The, information contained in the
Preliminary Official Statement under the captions ";THE AUTHORITY" and "LITIGATION",
insofar as such information relates to the Authority, as of its date was, and in the Official
Statement will be, true and correct in all material respects and such information does not and will
not contain any untrue or misleading statement of a material fact or omit to state any material fact
necessary to make the statements therein, in the light of the circumstances under which they were
made, not misleading.
(G) Blue Sky Cooperation. The Authority agrees to cooperate with the Underwriter in
endeavoring to qualify the Certificates for offering and sale under the securities or blue sky laws
of such jurisdictions of the United States as the Underwriter may request; provided, that the
Authority shall not be required to execute a special or general consent to service of process in any
jurisdiction in which it is not now so subject or to qualify to do business in any jurisdiction where
it is not now so qualified.
(H) Due Approval of Official Statement Distribution. By adoption of the Authority
Resolution, the Authority has duly approved the distribution of the Preliminary Official Statement
and the distribution of the Official Statement, and has duly authorized and approved the execution
and delivery of, and the performance by the Authority of the obligations on its part contained in,
the Legal Documents to which the Authority is a party and the consummation by it of all other
transactions contemplated by the Official Statement, the Authority Resolution and the Legal
Documents to which the Authority is a party, including this Certificate Purchase Contract.
(I) No Breach or Default. The Authority is not in breach of or in default under any
applicable law or administrative regulation of the State of California or the United States or any
applicable judgment or decree or any loan agreement, indenture, bond, note, resolution,
agreement or other instrument to which the Authority is a party or is otherwise subject which
breach or default would have a material and adverse impact on the Authority's ability to perform
its obligations under the Legal Documents to which the Authority is a party, and no event has
5
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occurred and is continuing which, with the passage of time or the giving of notice, or both, would
constitute a default or an event of default under any such instrument.
(J) Agreement to Notify Underwriter Regarding Official Statement. The Authority will
advise the Underwriter promptly of any proposal to amend or supplement the Official Statement
and will not effect any such amendment or supplement without the consent of the Underwriter.
The Authority will advise the Underwriter promptly of the, institution of any proceedings known
to it seeking to prohibit or otherwise affect the use of the Official Statement in connection with
the offering, sale or distribution of the Certificates:
(K) No, Default. The Authority is not in default as to the payment of principal or interest
with respect to any debt obligation issued by the Authority or with respect to any debt obligation
guaranteed by the Authority as guarantor.
Section 5. Conditions to the Obligations of the Underwriter. The Underwriter has entered into
this Certificate Purchase Contract in reliance upon the representations, warranties and agreements of the
Authority contained herein and in the Legal Documents to which it is a party and to be contained in the
other documents and instruments to be delivered at the Closing, .the representations, warranties and
agreements of the County, the City and CMT contained in their respective Letters of Representations and
in the Legal Documents to which each is a party and to be contained in the other documents and
instruments to be delivered by them at the Closing, and upon the performance by the Authority, the
County, the City and CMT of their obligations hereunder and thereunder, all as of the date hereof and as
of the Closing Date. Accordingly, the obligations of the Underwriter under this Certificate Purchase
Contract to purchase, to accept delivery of and to pay for the Certificates shall' be subject to the
performance by the Authority of its obligations to be performed hereunder and under such documents and
instruments at or prior to the Closing, and shall also be subject to the following conditions:
(A) Bring=down Representations. The representations and warranties of the Authority, the
County, the City and CMT contained herein and in the respective Letters of Representations and
Legal Documerits
to which
__
.
:. each is a party shall be true, complete and correct on the date hereof
and on and as of the Closing Date, as if made on the Closing Date.
(B) Authorization, Execution and Delivery of Documents. At the time of the Closing, the
Legal Documents, the Certificates and the Official. Statement shall have been duly authorized,
executed and delivered by the respective parties thereto and the Authority Resolution, the
resolution of the City Council of the City dated July _, '2002 (the "City Resolution") and the.
resolution of the Board of Supervisors of the County dated July _, 2002 (the "County
Resolution") shall have been duly adopted, in substantially the forms heretofore submitted to the
Underwriter, with only such changes as shall have been agreed to in writing by the Underwriter,
and said documents shall not have been amended, modified or,supplemented, except as may have
been agreed to in writing by the Underwriter, and each shall be in full force and effect.
(C) No Amendment of Official Statement. At the. Closing, the 'Official Statement shall
not have been amended, modified or supplemented, except as may have been agreed to in writing
by the Underwriter.
(D) Marketability Adversely Affected. In the judgment of the Underwriter, between the
date hereof and the Closing, the marketability of the Certificates at the initial offering prices set
forth in the Official Statement shall not have been materially adversely affected by reason of any
of the following:
6
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(1) Legislation, Judicial Decisions or Rulin^. An amendment to the Constitution
of the United States or the Constitution of the State of California shall have been passed
or legislation enacted, introduced in the Congress or in the Legislature of the State of
California or recommended for passage by the President of the United States, or a
decision rendered by a court established under' Article III of the Constitution of the
United States or by the Tax Court of the United States, or an order, ruling, regulation
(final, temporary or proposed) or official statement issued or made;
(2) War. The United States' engagement; alone or as a participant, in an outbreak
or escalation of hostilities or any change in financial markets or any calamity or crisis the
effect of which in the Underwriter's reasonable judgment makes it impracticable or
inadvisable to market the Certificates, to proceed with the solicitation of offers to
purchase the. Certificates or to deliver the Certificates on the Closing on the terms and in
the manner contemplated by the Official Statement;
(3) Banking Moratorium. The declaration of a general banking moratorium by
federal, New York or California authorities, or the general. suspension of trading on any
national securities exchange;
(4) Securities Exchange Restrictions. The imposition by the New York Stock
Exchange or other national securities exchange, or any governmental authority, of any
material restrictions not now in force with respect to the Certificates or obligations of the
general character of the Certificates, or the material increase of any such restrictions now
in force, including those relating to the extension of credit by, or the charge to the net
capital requirements of, Underwriter;
(5) Regarding Federal Securities Laws. Legislation is enacted or an order, decree
or injunction of any court of competent jurisdiction, or order, ruling, regulation or official
statement by the Securities and Exchange Commission, or any other governmental
agency having jurisdiction of the subject matter, is issued or made to the effect that the,
execution, delivery, offering or sale of obligations of the general character of the
Certificates, or the execution, delivery, offering or sale of the Certificates, including any
or all underlying obligations, as contemplated hereby or by the Official Statement, is or
would be in violation of any federal securities law as amended and then in effect;
(6) Official Statement Untrue or Incomplete. Any event occurring, or information
becoming known which, in the reasonable judgement of the Underwriter, makes untrue in
any material respect any statement or information -contained in the Official Statement, or
has the effect that the Official Statement contains any untrue statement of a material fact
or omits to state a material fact required to be stated therein or necessary to make the
statements therein, in the light of the circumstances under which they were made, not
misleading;
(7) Certain Amendments to the Official Statement. An event described in
Paragraph 5(D) hereof occurs prior to the Closing which, in the reasonable judgment of
the Underwriter, requires or has required a supplement or amendment to the Official
Statement; or
(8) Action by Rating Agencies. Any downgrading, suspension or withdrawal, or
any official statement as to a possible downgrading, suspension or withdrawal, of any
7'
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rating by Moody's Investors Service, Inc. or Standard & Poor's Ratings Services.of any
obligations of the Authority, the County or the City, including the Certificates.
(E) At or prior to the Closing, the Underwriter shall have received each of the following
documents, in each case satisfactory in form and substance to them and their counsel:
(1) Official Statement. The Official Statement, including any and all supplements
and amendments thereto referred to in Section 5(C) 'hereof executed on behalf of the
Authority by its Chair, or other authorized officer of the Authority;
(2) Legal Documents. Fully executed copies of the Legal Documents;
(3) Authority Resolution. The Authority Resolution adopted by the Board of
Directors of the Authority and certified by the Secretary or an Assistant Secretary of the
Authority;
(4) County Resolution. The County Resolution adopted by the Board of
Supervisors of the County and certified by the Clerk of the County Board of Supervisors;
(5) City Resolution. The City Resolution adopted by the City Council of the City
and certified by the Clerk of the City;
(6) A certificate of the Authority, dated the Closing Date, to the effect that (i) the
representations, warranties and covenants of the Authority contained herein and in the
Legal Documents to which it is a party are true and correct in all material respects on and
as of the Closing Date with the same effect as if made on the Closing Date; (ii) the
Authority has complied with all agreements and satisfied all of the conditions on its part
to be performed or satisfied at or prior to the Closing; and (iii) to the best of the current,
actual knowledge of the Authority, no event has occurred which either makes untrue or
incorrect in any material respect as of the Closing Date any statement or information
contained in the Official Statement or is not reflected in the Official Statement but should
be reflected therein in . order to make the statements and information therein not
misleading in any material respect;
(7) Certificates of the City, the County and CMT, each dated the Closing Date, to
the effect that (i) the representations, warranties and covenants of the City, the County
and CMT contained in the respective Letters of Representations and in the Legal
documents to which each is a party are true and correct in all material respects on and as
of the date of the Closing with the same effect as if made on the Closing Date; (ii) the
City, the County and CMT have complied with all agreements and satisfied all of the
closing conditions on their respective part to be performed or satisfied prior to the Closing; and (iii) to the best of the current, actual knowledge of the City, the County and
CMT no event affecting the City, the County and CMT as applicable, has occurred since
which either makes untrue or incorrect in any material respect as of the Closing Date any
-statement or information contained in the Official Statement or is not reflected in the
Official Statement but should be reflected therein in order to make the statements and
information therein not misleading in any material respect;
(8) Opinion of Special Counsel. The approving opinion of Orrick, Herrington &
Sutcliffe LLP, San Francisco, California ("Special Counsel") in substantially the form
8
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included as Appendix D to the Official Statement, dated the Closing Date; addressed to
the Authority, together with a reliance letter to the Underwriter;
(9) Supplemental Opinion of Special Counsel. A supplemental opinion of Special
Counsel in form and substance satisfactory to the Underwriter, dated the Closing Date,
addressed to the Authority and the Underwriter to the effect that:
(a).Specified Sections of Official Statement Correct and Complete - the
statements contained in the Official Statement under the captions "The
Certificates," "Security and Sources of Payment for the Certificates," "Tax
Matters" and in Appendix C - "Definitions and Summary of Principal Legal
Documents" and Appendix D - "Form of Special. Counsel Opinion", excluding
any material that may be treated as included under such captions by
cross-reference, insofar as such statements expressly summarize certain'
provisions of the Trust Agreement, the Site Lease Agreements, the Facility Lease,
Agreement, the Sublease Agreement, the Assignment Agreement, and the
opinion of such counsel concerning certain tax matters relating to the
Certificates,,are accurate in all material respects;
(b) Due Authorization, Execution and Delivery; Legal, Valid and
Binding Agreements - this Certificate Purchase Contract has been duly executed
and delivered by the Authority and is a valid and binding agreement of the
Authority;
(c) Securities Registration Exemption - the Certificates are not subject to
the registration requirements of the Securities Act. of 1933, as amended, and the
Trust Agreement is exempt from qualification under the Trust Indenture Act of
1939, as amended (no opinion is required with respect to any bond insurance);
(10)0 pinion of Authority Counsel. An opinion of the City Attorney, Counsel to
the Authority, dated the Closing Date, in substantially the 'form set forth in Appendix G,
-addressed to the Authority, the Trustee and the .Underwriter; ,_. .
,(11) Opinion of County Counsel. An opinion of counsel to the County, dated the
date of Closing, in form and substance satisfactory to the Underwriter, addressed to the
Authority; the Trustee and the Underwriter, to the effect that:
(a) Due Organization and Existence. The County is a political
subdivision of the State of California duly organized and validly existing under
the Constitution and the laws of the State of California;
(b) Due Adoption. The County Resolution was duly adopted by the
Board of Supervisors of the County at a meeting which was called and held
pursuant to law and with all public notice required by law and at which a quorum
was present and acting throughout and the County Resolution has not been
amended, modified or repealed and is iri full force and effect;
(c) No Litigation. Except as disclosed in the Official Statement, there is
no action, suit, proceeding or investigation at law or in equity before or by any
court, public board or body,^ pending or (to the best of such counsel's knowledge
9
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after reasonable investigation) threatened against or affecting the County which
would materially and adversely impact the County's ability to complete the
transactions described in and contemplated by the Official Statement, or to
restrain or enjoin the payments under the Sublease Agreement or in any way
contesting or affecting the validity or enforceability of the Legal Documents to
which the County is a party, the County Resolution or the Certificates or the
transactions relating to the Project as described and defined in the Official
Statement;
(d) No Conflict. The execution and delivery of the Legal Documents to
which the County is a party, the adoption of the County Resolution and the
approval of the Official Statement, and compliance with the provisions thereof
and hereof, under the circumstances contemplated thereby, do not and will not in
any material respect conflict with or constitute on the part of the County a breach
of or default under any agreement or other instrument to which the County is a
party or by which it is bound (and of which such counsel is aware after
reasonable investigation) or any existing law, regulation, court order or consent
decree to which the County is subject;
(e) Due Authorization, Execution and Deliverv; Legal, Valid and
Binding Agreements. The Legal Documents to which the County is a party have
been duly authorized, executed and delivered by the County, and assuming due
authorization, execution and delivery by the other parties thereto, constitute valid
and binding agreements of the County, enforceable in accordance with their
respective terms, except as enforcement thereof may be limited by bankruptcy,
insolvency, reorganization, moratorium, or similar laws or equitable principles
relating to or limiting creditors' rights generally and by the application of
equitable principles if equitable remedies are sought and by the limitations on
legal remedies imposed on actions against public entities in the State of
California;
(f) No Consents Required - Official- Statement, Legal Documents. No
authorization, approval, consent, or other order of the State of California or any
other governmental authority or agency within the State of California, other than
the Board of Supervisors, is required for the valid authorization, execution and
delivery of the Legal Documents to which the County is a party and the approval
of the Official Statement;
(g) Consents Required. Except with respect to any permit, license or
approval heretofore obtained and in full force and effect, or except as otherwise
disclosed in the Official Statement, no authorization, approval, consent or other
order of the State of California or any other governmental authority or agency of
the State of California is required to be obtained by the County which if not
obtained would have an adverse effect on the ability of the County to perform its
obligations under the Legal Documents to which it is a party;
(12) Opinion of the City Attorney. The opinion of the City Attorney,
dated the Closing Date, addressed to the Authority, Trustee and the Underwriter,
in substantially the form set forth in Appendix H;
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(13) O_pinion of Disclosure Counsel. The opinion of Hawkins, Delafield &
Wood, Sacramento, California ( "Disclosure Counsel"), dated the Closing Date and
addressed to the Underwriter, to the effect that:
(a) It is not necessary in connection with the offer or sale of the
Certificates to register the Certificates under the Securities Act of 1933, as
amended, or to qualify the Trust Agreement or any other instrument under the
Trust Agreement Act of 1939, as amended; and
(b) Without having undertaken to determine independently the accuracy
or completeness of the statements contained in the Official Statement, but on the
basis of their participation in conferences with Underwriters, the Authority, the
County, the City, County Counsel, City Attorney, Special Counsel, CMT and
their respective counsel and others, and their examination of certain documents,
no information has come to their attention which would lead them to believe that
the Official Statement as of its date and as of the Closing Date contained any
untrue statement of a material fact or omitted to state any material fact necessary
to make the statements therein, in light of the circumstances under which they
were made, not misleading (except that no opinion or belief need be expressed as
to any financial, statistical and demographic data or forecasts, numbers, charts,
estimates, projections, assumptions or expressions of opinion, and information
about book-entry, DTC Certificate Insurance or the Insurer contained in the
Official Statement or in the appendices thereto);
(14) Opinion of CMT's Counsel. An opinion dated the Closing Date addressed
to the Authority, the County, the City, the Underwriter and the Special Counsel, of
counsel to CMT in substantially the form set forth in Appendix E;
(15) Opinion of STC's Counsel. An opinion dated the Closing Date addressed
to the Authority, the County, the City, the Underwriter and the Special Counsel, of
counsel to STC in substantially the form set forth in Appendix F;
(16) Trustee Resolution. Two. (2) certified copies of the bylaws of the Trustee
authorizing the execution and delivery of certain documents by certain officers of the
Trustee, which resolution authorizes the execution and delivery of the Certificates and the
Trust Agreement;
(17) Trustee's Certificate. A certificate dated the Closing Date signed by a duly
authorized officer of the Trustee to the effect that:
(a) Due Organization and Existence. The Trustee is duly organized and
existing as a state banking corporation in good standing under the laws of the
State of California having the full power and authority to enter into and perform
its duties under the Legal Documents to which the Trustee is a party.
(b) Due Authorization. The Trustee has duly authorized, executed and
delivered the Legal Documents to which the Trustee is a party, and each
constitutes valid and binding obligation of the Trustee, enforceable against it in
accordance with the respective terms thereof, subject to applicable bankruptcy,
insolvency, moratorium, reorganization, arrangement and other similar laws
11
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affecting the rights of creditors generally or by the application of general
principles of equity (regardless of whether enforcement is sought in a proceeding
of in equity or law).
(c) No Conflict. The execution and delivery by the Trustee of the Legal
Documents to which the Trustee is a party, and compliance with the terms
thereof will not, in any material respect, conflict with, or result in a violation or
breach of, or constitute. a default under, any loan agreement, indenture, bond,
note, resolution or any other agreement or instrument to which the Trustee is a
party or by which it is bound, or any law or any rule, regulation, order or decree
of any court or governmental agency or body having jurisdiction over the Trustee
or any of its activities or properties, or (except with respect to the lien of the
Trust Agreement) result in the creation or imposition of any lien, charge or other
security interest or encumbrance of any nature whatsoever upon any of the
property or assets of the Trustee.
(d) No Litigation. To the knowledge of such officer there is no action,
suit, proceeding, inquiry or investigation, at law, or in equity, before or by any
court, governmental agency, public board or body, that has been served on the
Trustee or threatened against the Trustee affecting the existence of the Trustee or
the entitlement of its officers to their respective offices or seeking to prohibit,
restrain or enjoin the execution of the Certificates, or in any way contesting or
affecting the validity or enforceability of the Certificates, the Trust Agreement
and there is no action pending as to which the Trustee has been served or, to the
best of such officer's knowledge, threatened against the Trustee contesting the
powers of the Trustee or its authority to enter into or perform its obligations
under the Legal Documents to which the Trustee is a party, wherein an
unfavorable decision, ruling, or finding would adversely affect the validity or
enforceability of the Certificates and the Legal Documents;
(18) Opinion of Trustee Counsel. The opinion of counsel to the Trustee, dated the
Closing Date, addressed to the Underwriter, to the effect that:
(a) Due Organization and Existence. The Trustee has been duly
organized and is validly existing in good standing as a state banking corporation
under the laws of the State of California with full corporate power to undertake
the trusts of the Trust Agreement;
(b) Corporate Action. The Trustee has duly authorized, executed and
delivered the Certificates and the Legal Documents to which the Trustee is a
party, and by all proper corporate action has authorized the acceptance of the
duties and obligations of the Trustee under the Trust Agreement and authorized
in such capacity the execution and delivery of the Certificates;
(c) Due Authorization, Execution and Delivery. Assuming due
authorization, execution and delivery by the other parties of the Legal
Documents, the Legal Documents to which the Trustee is a party are valid and
binding agreements of the Trustee, enforceable against it in accordance with their
respective terms, except as such enforcement may be limited by bankruptcy,
insolvency, reorganization or other similar laws affecting the enforcement of
12
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creditors' rights in general and by general equity principles (regardless of
whether such enforcement is considered in a proceeding in equity or at law);
(d) Consents. Exclusive of federal or state securities laws and
regulations, other than routine filings required to be made with governmental
agencies in order to preserve the Trustee's authority to perform a trust business
(all of which routine filings counsel believes, after reasonable inquiry and
investigation, to have been made), no consent, approval, authorization or other
action by any governmental or regulatory authority having jurisdiction over the
Trustee is or will be required for the execution and delivery by the Trustee of the
Legal Documents to which the Trustee is a party or the execution and delivery of
the Certificates;
(19) Construction Related Certifications. Evidence of the issuance of the Notice
to Proceed pursuant to the Construction Contract, dated
, 2002, between the
;
Authority and
(20) JPA Notice. A certified copy of the executed Joint Exercise of Powers
Agreement, and evidence of filing with the California Secretary;
(21) CMT Resolution(s) Articles Bylaws and Good Standing Certificates.
Copies of resolutions adopted by the Board of Directors of CMT and certified by its
Secretary or an Assistant Secretary, authorizing the execution and delivery of the, Legal
Documents to which CMT is a party, together with copies of the certificates of
incorporation and bylaws for CMT and good standing articles of the Secretary of State of
California and Franchise Tax Board with respect to CMT;
(22) STC Resolution(s) Articles Bylaws and Good Standing Certificates. Copies
of resolutions adopted by the Board of Directors of STC and certified by its Secretary or
an Assistant Secretary, authorizing the execution and delivery of the Legal Documents to
which STC is a party; together with copies of the certificates of incorporation and bylaws
for STC and good standing articles of the Secretary of State of California and Franchise
Tax Board with respect to STC;
(23) Ratings. Evidence from Moody's Investors Service and Standard & Poor's
Ratings Services that the Certificates have been rated
and "_," respectively, by
such agencies;
(24) Title Insurance Policy, in an amount not less than the Certificates;
(25) Proof of Insurance, as required by Section 9.01 of the Facility Lease
Agreement;.
(26) Letter of Determination of 501 (c)(3) Status of CMT. A certified copy of
the letter of determination from the Internal Revenue Service that CMT is an organization
described in Section 501(c)(3) of the Internal Revenue .Code of 1986 (the "Code") or
corresponding provisions of prior law and is exempt from taxation under California law
and is not a private foundation within the meaning of Section 509 (a) of the Code;
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(27) Letter of Determination of 501 (c)(3) Status of STC. A certified copy of the
letter of determination from the Internal Revenue Service that STC is an organization
described inSection 501(c)(3) of the Internal Revenue Code of 1986 (the "Code") or
corresponding provisions of prior law and is exempt from taxation under California law
and is not a private foundation within the meaning of Section 509 (a) of the Code;
(28) DTC Letter. A copy of the Letter of Representations to DTC, in form and
substance satisfactory to the Underwriter;
(29) CDIAC. Preliminary and Final Notices to the California Debt and
Investment Advisory Commission;
(30) Form 8038. A copy of the completed Form 8038 of the IRS executed by the
Authority;
(31) Municipal Bond Insurance Policy. A copy of the fully executed Insurance
Policy;
(32) Certificate of Insurer. A certificate of an authorized representative of the
Insurer in form and substance satisfactory to Special Counsel and Disclosure Counsel;
(33) Opinion of Counsel to the Insurer. An opinion of counsel to the Insurer
addressed to the County, the Corporation and the Underwriters in form and substance
satisfactory to Special Counsel and Disclosure Counsel;
(34) Miscellaneous. Such additional legal opinions, certificates, proceedings,
instruments and other documents as the Special Counsel and the Disclosure Counsel may
reasonably request to evidence, compliance with legal requirements, the truth and
accuracy, as of the time of Closing, of the representations and warranties contained
herein, in the Official Statement and in the Letters of Representations and the due
performance or satisfaction by the Trustee, the Authority, the County, the City, CMT and
STC at or prior to such time=of-all agreements then to be performed and all conditions
then to be satisfied.
All matters relating to this Certificate Purchase Contract, the Certificates and the sale thereof, the
Official Statement, the' Legal Documents and the consummation of the transactions contemplated by this
Certificate Purchase Contract shall have been approved by the Underwriter and the Disclosure Counsel,
such approval not to be unreasonably withheld.
If the conditions to the Underwriter' obligations contained in this Certificate Purchase Contract
are not satisfied or if the Underwriter' obligations shall be terminated for any reason permitted by this
Certificate Purchase Contract, this Certificate Purchase Contract shall terminate and neither the
Underwriter nor the Authority shall have any further obligations hereunder except that the respective
obligations of the Authority and the Underwriter set forth in Paragraph 7 hereof (relating to expenses)
shall continue in full force and effect.
Section 6. Conditions of the Authority's Obligations. The obligation of the Authority hereunder
to deliver the Certificates on the Closing Date is subject to the Underwriter's performance of its
obligations hereunder and is also subject to the following conditions:
14
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(A) As of the Closing Date, except as described in the Official Statement, no litigation
shall be pending or, to the knowledge of the Authority Counsel or the duly authorized officer of
the Authority executing the certificate referred to in Section 5(E)(6) hereof, threatened, to restrain
or enjoin the execution or delivery of the Certificates or in any way affecting any authority for or
validity of the Certificates or the Authority documents or the existence or powers of the
Authority;
(B) As of the Closing Date, the Authority shall receive the opinions of the Special
Counsel referred to in Section 5(E)(8) and (9) hereof and the opinion of the Disclosure Counsel
referred to in Section 5(E)(13);
(C) It shall be a precondition to the Authority's obligation to deliver and accept payment
for the Certificates under this Certificate Purchase Contract that the Underwriter execute and
deliver a certificate to the effect that, as of the date hereof and with respect to the information
contained in the Official Statement: (a) the Authority has responded to the satisfaction of the
Underwriter to all of such Underwriter's requests for information; (b) such Underwriter has
received from the Authority the information that such Underwriter has requested; and (c) there
are no pending and unanswered requests by such Underwriter for such information from the
Authority.
Section 7. Expenses. Except as otherwise agreed by the City, the County and CMT, the
Authority shall pay or cause to be paid from the proceeds of the Certificates or other funds available to it
the expenses incidental to the performance of its obligations hereunder, including but not limited to: (a)
the cost of printing and distribution of the Preliminary Official Statement and the Official Statement in
reasonable quantities and all other documents (other than as set forth in the next succeeding paragraph)
prepared in connection with the transactions contemplated hereby, including distribution costs and all
mailing, including overnight and express delivery, costs; (b) the fees and disbursements of the Trustee in
connection with the execution and delivery of the Certificates; (c) the fees and disbursements of the
Special Counsel and the Disclosure Counsel, and any other experts or consultants, retained by the
Authority in connection with the transactions contemplated hereby; (d) the costs related to obtaining
ratings; (e) the cost of mailing or delivering the definitive Certificates; and (f) the Underwriter's
disbursements for telephone conference calls.and out-of-state -travel and lodging undertaken at the request
of the Authority.
The Underwriter shall pay: (a) all advertising expenses in connection with the public offering of
the Certificates; (b) fees in connection with the qualification of the Certificates for sale under the Blue
Sky or other securities laws and regulations of various jurisdictions; (c) California Debt and Investment
Advisory Commission fees; and (d) all other expenses incurred by it in connection with its public offering
and distribution of the Certificates.
Section 8. Notices.
(A) Underwriter. Any notice or other communication to be given to the Underwriter may
be given by delivering the same to: E. J. De La Rosa & Co., Inc., 706 Mission Street, Suite 502,
San Francisco, California 94103.
(B) Authori . Any notice or communication to be given the Authority under this
Certificate Purchase Contract may be given by delivering the same to the Sacramento Regional
Arts Facilities Financing Authority, c/o City of Sacramento, 915 I Street, Room 101, Sacramento,
California 95814, Attention, City Clerk, Sacramento, California 95814.
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All notices or communications hereunder by any party shall be given and served upon each other
party.
Section 9. Parties in Interest; Force and Effect. This Certificate Purchase Contract is made solely
for the benefit of the Authority, the County, the City, CMT and the Underwriter (including the successors
or assigns thereof) and no other person shall acquire or have any right hereunder or by virtue hereof.
All representations, warranties and agreements of the Authority, the County, the City and CMT
pursuant to this Certificate Purchase Contract or any of their respective Letters of Representations, as the
case may be, shall remain operative and in full force and effect regardless of (i) any investigation made by
or on behalf of the Underwriter; (ii) delivery of and payment for the Certificates pursuant to this
Certificate Purchase Contract; or (iii) termination of this Certificate Purchase Contract but only to the
extent provided by the last paragraph of Paragraph 5 hereof, regarding preconditions of Closing.
Section 10. Governing Law. This Certificate Purchase Contract shall be governed by the laws of
the State of California.
Section 11. Entire Agreement. This Certificate Purchase Contract when accepted by you in
writing as heretofore specified shall constitute the entire agreement between us and is made solely for the
benefit of the Authority and the Underwriter (including the successors or assigns thereof). No other
person shall acquire or have any right hereunder or by virtue hereof.
Section 12. Headings. The headings of the paragraphs of this Certificate Purchase Contract are
inserted for convenience only and shall not be deemed to be a part hereof.
Section 13. Unenforceable Provisions. If any provision of this Certificate Purchase Contract shall
be held or deemed to be or shall, in fact, be invalid, inoperative or unenforceable as applied in any
particular case in any jurisdiction or jurisdictions, or in all jurisdictions because it conflicts with any
provisions of any constitution, statute, rule of public policy, or any other reason, such circumstances shall
not have the effect of rendering the provision in question invalid, inoperable or unenforceable in any other
case or circumstance, or of rendering any other provision or provisions of this Certificate Purchase
Contract invalid, inoperative or unenforceable to any extent whatsoever.
Section 14. Effectiveness. This Certificate Purchase Contract shall become effective upon the
execution of the acceptance hereof by the Authority and the delivery of each of the executed Letters of
Representations set forth in the Appendices hereto and shall be valid and enforceable at the time of such
acceptance and delivery.
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Section 15. Counterparts. This Certificate Purchase Contract may be executed in any number of
counterparts, each of which shall be an original, but such counterparts shall together constitute one and
the same instrument.
Very truly yours,
E.J. DE LA ROSA & CO., INC.

By:
Authorized Officer

ACCEPTED:.

SACRAMENTO REGIONAL ARTS FACILITIES
'FINANCING AUTHORITY

By:
Chair
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APPENDIX A

SACRAMENTO COUNTY LETTER OF REPRESENTATIONS

August _, 2002

E.J. De La Rosa & Co., Inc., _
San Francisco, California
Sacramento Regional Arts Facilities Financing Authority
Sacramento, California
City Council
City of Sacramento
Board of Directors
California Musical Theatre
Ladies and Gentlemen:
In order to induce E. J. De La Rosa & Co., Inc. (the "Underwriter") to enter into that certain
Certificate Purchase Contract with the Sacramento Regional Arts Facilities Financing Authority (the
,"Authority") _(the "Certificate Purchase Contract") to purchase on the Closing Date the Authority's
$
Series 2002 Certificates of Participation (the "Certificates"), and in consideration for the sale
and purchase of the Certificates by the Underwriter from the Authority, the County of Sacramento ("the
County") is entering into this County Letter' of Representations.
The Certificates will be executed and delivered pursuant to a Trust Agreement, dated as of
August 1, 2002 (the "Trust Agreement") by and among the Authority, the City, the County and BNY
Western Trust Company, as trustee (the "Trustee"). The Certificates shall be dated August 1, 2002, shall
have such Certificate Payment Dates, represent interest, be subject to prepayment and have such other
terms as are provided in the Trust Agreement and shall be payable as to interest at the rates set forth in
Appendix D to the Certificate Purchase Contract attached hereto. CMT will lease the G Street Premises
(as defined in the Official Statement) to the Authority pursuant to a Site Lease Agreement I, dated as of
August 1, 2002 ("Site Lease Agreement I"). The County and the City will lease the H Street Premises (as
defined in the Official Statement) to the Authority pursuant to a Site Lease Agreement II, dated as of
August 1, 2002 ("Site Lease Agreement II," and together with Site Lease Agreement I, the "Site Lease
Agreements"). The Authority will lease the G Street Premises and the H Street Premises (together, the
"Premises") to the City and the County, as tenants-in-common, pursuant to a Sublease Agreement, dated
as of August 1, 2002 (the "Sublease Agreement") by and among the City, the County and the Authority.
The City and the County, as tenants-in-common, will lease the Premises to CMT pursuant to a Facility
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Lease Agreement, dated as of August 1, 2002 (the "Facility Lease Agreement") by and among the City,
the County and CMT. The obligation of CMT to make Base Rental Payments pursuant to the Facility
Lease Agreement is secured by a Construction Deed of Trust, Assignment of Leases and Rents, Security
Agreement and Fixture Filing dated as of August 1, 2002 (the "Deed of Trust") from CMT on the G Street
Premises for the benefit of the City and County. The obligation of the County to make County Sublease
Payments is a several obligation of the County payable from any amounts legally available therefor. The
obligation of the City to make City Sublease Payments is a several obligation of the City payable from
any amounts legally available therefor. Pursuant to an Assignment Agreement, dated as of August 1, 2002
(the "Assignment Agreement"), between the Trustee and the Authority, the Authority will assign without.
recourse to the Trustee, for the benefit of the Owners of the Certificates, all of its right, title and interest
under the Site Lease Agreements and the Sublease Agreement.
The Trust Agreement, the Site Lease Agreements, the Deed of Trust, the Sublease Agreement, the
Facility Lease Agreement, the Assignment Agreement, the Tax Certificate and Agreement, the Control
Agreement dated as of August 1, 2002, among the County, the City, the Trustee, CMT and Wells Fargo
Bank, N.A. (the "Control Agreement"), the Amendment and Supplement to Funding Agreement dated as
of August 1, 2002, among the City, the County, CMT and the Sacramento Theatre Company ("STC"), a
non-profit public benefit corporation organized and existing under the laws of the State of California, (the
"Supplemental Funding Agreement"), the Agreement by Tenants in Common dated as of August 1, 2002,
between the City and the County (the "Tenancy in Common Agreement"), the Facility Sublease
Agreement between CMT and STC, dated as of August 1, 2002, and the Joint Exercise of Powers
Agreement effective as of April 11, 2002, between the County and the City (the "JPA"), the Official
Statement, the Certificate Purchase Contract and the Continuing Disclosure Certificates are referred to
collectively herein as the "Legal Documents." Capitalized terms not otherwise defined herein shall have
the meanings as defined in the Trust Agreement or the Official Statement.
This County Letter of Representations may be executed by the parties hereto in separate
counterparts, each of which when so executed and delivered shall be an original, but all such counterparts
shall together constitute but one and the same instrument.
In order to facilitate entrance into the.Certificate Purchase `Contract by the parties thereto and to
induce the Underwriter to -purchase. the Certificates as contemplated therein, the County; hereby
represents, warrants and agrees with the parties hereto as follows:
1. Due Orizanization and Authority; Legal, Valid and Binding Obligations. The County is a
political subdivision of the State of California duly organized and operating pursuant to the
Constitution and laws of the State of California and has all necessary power and authority, to
adopt the County Resolution and enter into and perform its duties under the Legal Documents to
which the County is a party and, when executed and delivered by the respective parties thereto,
the Legal Documents to which the County is a party will constitute legal, valid and binding
obligations of the County in accordance with their respective terms except as enforcement against
the County may be limited by bankruptcy, insolvency or other laws affecting the enforcement of
creditors' rights generally and by the application of equitable principles if equitable remedies are
sought.
2. No Conflict. The adoption-of the County Resolution, the Joint Exercise of Powers Agreement
effective as of April 11, 2002 between the County and the City and the execution and delivery of
the Legal Documents to which the County is a party, and compliance with the provisions thereof,
will' not in any material respect conflict with, or constitute a breach of or default under, the Legal
Documents or any agreement, bond, note,or other instrument to which the County is a party, the
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County Resolution or any law, administrative regulation, court decree, resolution, charter, bylaws or other agreement to which the County is subject or by which it or any of its property is
bound.
3. The County Resolution in Full Force and Effect.. The County Resolution is in full force and
effect, and has not been amended, modified or supplemented, except as may have been agreed to
by the Underwriter, and as of the Closing Date, all official actions of the Board of Supervisors of
the County relating to the County Resolution and the Legal Documents to which the County is a
party shall have been taken.
4. No Consents Required. Except as may be required under blue sky or other securities laws of
any state, or except with respect to any permits or approvals heretofore received, which are in full
force and effect or the requirement for which is otherwise disclosed in the Official Statement,
there is no consent, approval, authorization or other order of, or filing with, or certification by,
any governmental authority, board, agency or commission or other regulatory authority having
jurisdiction over the County required for the adoption of the County Resolution and the issuance
.and sale of the Certificates, the execution and delivery of the Legal Documents to which the
County is a party, or the consummation by the County of the other transactions conteinplated by
the Official Statement, the County Resolution or the Legal Documents to which the County is a
.
party•
5. No Litigation. Except as described in the Official Statement, there is no action, suit,
proceeding or investigation at law or in equity before or by any court or governmental agency or
body pending or (to the best of the County's knowledge after reasonable investigation) threatened
against the County to restrain or enjoin the delivery of the Certificates, or in any way contesting
or affecting the validity of the Legal Documents to which the County is a party, the County
Resolution or the Certificates or contesting the powers of the County. to enter into or perform its
obligations under any of the foregoing.
6. Official Statement Correct and Complete. The information relating to the County, its
functions, duties and responsibilities-including its obligation under the Legal ^Docurnents to which
it is a party, contained in the Preliminary Official Statement as of its date wasand.in_theOfficial
Statement will be, true and correct in all material respects and such information does not and will
not contain any untrue or misleading statement of a material fact or omit to state any material fact
necessary to make the statements therein, in the light of the circumstances under which they were
made, not misleading.
7. Financial Statements. The financial statements of the County contained in the Preliminary .
Official Statement and the Official Statement with respect to the Certificates fairly present the
financial positions and result of operations. of the County as of the dates and for the periods
therein set forth, and such financial statements have been prepared in accordance with generally
accepted accounting principles consistently applied, and since the most recent date or period of
such financial statements, as of the date hereof, there- have been. no material adverse changes in
the financial position of the County, and since the most recent date or period of such financial
statements, the County has not incurred any material liabilities other than in-the ordinary course
of business, which are not described in the Official Statement.
8: Blue Sky Cooperation. The County agrees to cooperate with the Underwriter in endeavoring
to qualify the Certificates for offering and sale under the securities or blue sky laws of such.
jurisdictions of the United States as the Underwriter may request; provided, that the County shall
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not be required to execute a special or general consent to service of process in any jurisdiction in
which it is not now so subject or to qualify to do business in any jurisdiction where it is not now
so qualified.
9. Due Approval of Official Statement Distribution. By official action of the County prior to or
concurrently with the execution hereof, the County has duly approved the distribution of the
Preliminary Official Statement and the distribution of the Official Statement, has duly adopted'the
County Resolution and has duly authorized and approved the execution and delivery of, and the
performance'by the County of the obligations on its part contained in the Legal Documents to
which the County is a party and the consummation by it of all other transactions contemplated by
the Official Statement, the County Resolution and the Legal Documents to which the County is a
party.
10. No Breach or Default. The County is not in breach of or in default under any applicable law
or administrative regulation of the State of California or the United States or any applicable
judgment or decree or any loan agreement, indenture, bond, note, resolution, agreement or other
instrument to which. the County is a party or is otherwise subject which breach or default would
have a material and adverse impact on the County's ability to perform its obligations under the
Legal Documents to which the County is a party, and no event has occurred and is continuing
which, with the passage of time or the giving of notice, or both, would constitute a default or an
event of default under any such instrument.
11. Agreement to Notify Underwriter Regarding Amendment or Supplement to Official
Statement. The County will advise the Underwriter promptly of any proposal to amend or
supplement the Official Statement and will not effect any such amendment or supplement without
the consent of the Underwriter. The County will advise the Underwriter promptly `of the
institution of any proceedings known to it seeking to prohibit or otherwise affect the use of the
Official Statement in connection with the offering, sale or distribution of the Certificates.
12. Agreement to Amend Official Statement. If on the Closing Date the Underwriter shall hold
any Certificates-and until the earlier to occur of (x) end of the period of time that the Underwriter
shall sell or reoffer such Certificates or (y) 25 days, any event shall occur which, in the opinion of
the Authority or the Underwriter, might or would cause the Official Statement, as then
supplemented or amended, to contain any untrue statement of a material fact or to omit to state
any material fact necessary to make the statements therein, in the light of the circumstances under
which they were made, not misleading, the Authority shall notify the Underwriter and, if the
opinion of the Authority or the Underwriter, such event requires the preparation and publication
of an amendment or supplement to the Official Statement, the County will assist and cooperate in
the preparation of an amendment or supplement thereto in a form and in a manner approved by
the Underwriter, with the payment of the expense 'of such preparation of such amendment or
supplement to be mutually agreed upon by the Authority and the Underwriter so that the
statements in the Official Statement as so amended or supplemented will not, in light of the
circumstances under which they were made, be misleading; provided, that all expenses thereby
incurred (including printing expenses) will be paid for by CMT.
13. Amendments to Official Statement Correct and Complete. If the information relating to the
County, its function, duties and responsibilities contained in the Official Statement is amended or
supplemented pursuant to the immediately preceding subparagraph, at the time of each
supplement or amendment thereto and. (unless subsequently again supplemented or amended
pursuant to such subparagraph) at all times subsequent thereto until the earlier to occur of (x) end
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of the period of time that the Underwriter shall sell or reoffer such Certificates or (y) 25 days
from the Closing Date, the portions of the Official Statement so. supplemented or amended will be
true and correct in all material respects and such information will not contain any untrue or
misleading state"xnent of a material fact or omit to. state any material fact necessary to"-makeT the
information therein, in the light of the circumstances under which it was made, not misleading.
14. 15c2-12 Disclosure Requirement. The County will, pursuant to the Continuing Disclosure
Certificate, agree to provide or cause to be provided to each nationally recognized municipal
securities information repository and any public or private repository or entity designated by the
State as a state repository for purposes of Rule 15c2-12(b)(5) adopted by the Securities and
Exchange Commission (each, a "Repository") certain annual financial information and operating
data and agree to provide, or cause to be provided, to each Repository. in a timely manner notice
of certain material events respecting the Certificates. These agreements have been made in order
to assist the Underwriter in complying with SEC Rule 15c2-12(b)(5). The County has never
failed to-comply in all material respects with any previous undertakings with regard to said Rule
to provide annual reports or notices of material events.
15. Zonin^. The 'contemplated Project described in the Trust Agreement and the Official
Statement will not conflict with any zoning law, ordinance or regulation or any similar law,
ordinance or regulation applicable thereto.
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The County will not take or omit to take any action which action or omission will in any way
cause the proceeds from the sale of the Certificates to be applied in a manner materially contrary to that
provided in the Trust Agreement securing the Certificates.
All provisions contained herein shall remain operative and in full force and effect, regardless of
any investigation made by or on behalf of the County, the Authority, the City, CMT or the Underwriter
and shall survive the delivery of the Certificates.
Very truly yours,
COUNTY OF SACRAMENTO

By:
Chief Financial Officer

APPROVED AS TO FORM

By
Deputy County Counsel

ACCEPTED AND CONFIRMED AS OF THE DATE ABOVE WRITTEN
E.J. DE LA ROSA & CO., INC.
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APPENDIX B

CITY LETTER OF REPRESENTATIONS

August _, 2002

E.J. De La Rosa & Co., Inc:,
San Francisco, California
Sacramento Regional Arts Facilities Financing Authority
Sacramento, California
Board of Supervisors
County of Sacramento
Ladies and Gentlemen:
In order to induce E.J. De La Rosa & Co., Inc. (the "Underwriter") to enter into that certain
Certificate Purchase Contract with the Sacramento Regional Arts Facilities Financing Authority (the
"Authority") (the "Certificate Purchase Contract") to purchase on the Closing Date the. Authority's$
Series 2002 Certificates of Participation (the "Certificates"), and in consideration for
the sale and purchase of the Certificates by the Underwriter from the Authority, the City of Sacramento
(the "City,") is entering into this City Letter- of Representations.
The Certificates will be executed and delivered pursuant to^ a Trust Agreement, dated as of
August 1, 2002 (the "Trust Agreement") by and among the Authority, the City, the County, and BNY
Western Trust Company, as trustee (the "Trustee"). The Certificates shall be dated August 1, 2002, shall
have such Certificate Payment, Dates, represent interest, be subject to prepayment and have such other
terms as are provided in the Trust Agreement and shall. be payable as to interest at the rates set forth in
Appendix D to the Certificate Purchase Contract attached hereto. CMT will lease the G Street Premises
(as defined in the Official Statement) to the Authority pursuant to a Site Lease Agreement I, dated as of
August 1, 2002 ("Site Lease Agreement I"). The County and the City will lease the H Street Premises (as
defined in the Official Statement) to the Authority pursuant to a Site Lease Agreement II, dated as of
August 1, 2002 ("Site Lease Agreement II," and together with Site Lease Agreement I, the "Site Lease.
Agreements"). The Authority will lease the G Street Premises and the H Street Premises (together, the
"Premises") to the City and the County, as tenants-in-common, pursuant to a Sublease Agreement, dated
as of August 1, 2002 (the "Sublease Agreement") by and among the -City, the County and the Authority.
The City and the County, as tenants-in-common, will lease the Premises to CMT pursuant to a Facility
Lease Agreement, dated as of August 1, 2002 (the "Facility Lease Agreement") by and among the City,
the County and CMT. The obligation of CMT to make Base Rental Payments pursuant to the Facility
Lease Agreement is secured by a Construction Deed of Trust, Assignment of Leases and Rents, Security
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Agreement and Fixture Filing dated as of August 1, 2002 (the "Deed of Trust") from CMT on the G Street
Premises for the benefit of the City and County. The obligation of the County to make County Sublease
-Payments,is.aaseveral obligation-of-the County ,payable from any amounts legally availabletherefor
therefor. The
obligation of the City to make City Sublease Payments is a several obligation of the City payable from
any amounts legally available therefor. Pursuant to an Assignment Agreement, dated as of August 1, 2002'
(the "Assignment Agreement"), between the Trustee and the Authority, the Authority will assign without
recourse to the Trustee, for the benefit of the Owners of the Certificates, all of its 'right, title and interest
under the Site Lease Agreements- and the Sublease Agreement.
The Trust Agreement, the-Site Lease Agreements, the Deed of Trust, the Sublease Agreement, the
Facility Lease Agreement, the Assignment Agreement, the Tax Certificate and Agreement, the Control
Agreement dated as of August 1,; 2002, among the County, the City, the Trustee, CMT and Wells Fargo
Bank, ^N.A. (the "Control Agreement"), the Amendment and Supplement to Funding Agreement dated as
of August 1, 2002, among the City, the County, CMT and the Sacramento Theatre Company ("STC"), a
non-profit public beriefit corporation organized and existing under the laws of the State of California, (the
"Supplemental Funding Agreement"), the Agreement by Tenants in Common dated as of August 1, 2002,
between the City and the County (the "Tenancy in Common Agreement"), the Facility -Sublease
Agreement between CMT and STC, dated as of August 1, 2002, and the Joint Exercise of Powers
Agreement.effective as of April 11, 2002, between the County and the City (the "JPA'), the Official
Statement, the Certificate Purchase Contract and the Continuing -Disclosure Certificates are referred to
collectively. herein as the "Legal Documents." Capitalized terms not otherwise defined herein shall have
the meanings as defined in the Trust Agreement or the Official Statement.
This City Letter of Representations may be executed by the parties hereto in separate
counterparts, each of which when so executed and delivered shall be an original, but all such counterparts
shall together constitute but one and the same instrument.
In order to facilitate entrance into the Certificate Purchase Contract by the parties thereto and to
induce the Underwriter to purchase the Certificates as contemplated therein, the City hereby represents,
warrants and agrees with the parties hereto as follows:
1:-Due-Organization andAuthority; Legal, Valid .and,Binding . Obligations. The.City is a,charter
city duly organized and operating Pursuant to the. Constitution and laws of the State of California
and has all, necessary power and authority to adopt the City Resolution and enter into and perform ,
its duties under the Legal Documents to which City is a party and, when executed and delivered
by the respective parties thereto, the Legal Documents to which City is a partywill 'constitute
legal, valid and binding obligations of City in accordance with their respective terms except as
enforcement against the City may be: limited by bankruptcy, insolvency or other laws affecting
the enforcement of creditors' rights generally and by the application of equitable principles if
equitable remedies are sought.
2. No Conflict. To the current actual knowledge of the City after reasonable investigation,, which
did not include the review or search of federal, state or other court records, or the review or
search of City records other than those directly and immediately connected with the Project and
the financing therefor, neither the adoption of the City Resolution, the Joint Exercise of Powers
Agreement effective as of April 11, 2002 between the County and the City and the execution and
delivery of the Legal Documents to which the City is a party, nor the consummation of the.
transactions contemplated hereby and thereby, conflicts with, or results in a breach of or default
under, the Legal Documents or any agreement, bond, note or other instrument to which the City is
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a party, the City Resolution or any law, administrative regulation, court decree, resolution,
charter, by-laws or other agreement to which the _City is subject or by which it-or any of its
property is bound.
3. City Resolution in Full Force and Effect. The City Resolution is in full. force and effect, and
has not been amended, modified or supplemented, except as may have been agreed to by the
Underwriter, and as of the Closing Date, all official actions of the City Council of the City
relating to the City Resolution and the Legal Documents to which the City is a party shall have
been taken.
4. No Consents Required. Except. as may be required under blue sky or other securities laws of
any state, or except with respect to any permits or approvals heretofore received which are in full
force and effect or the requirement for which is otherwise disclosed in the Official Statement,
there is no consent, approval, authorization or other order of, or filing with, or certification by,
any governmental authority, board, agency or commission or. other regulatory authority having
jurisdiction over the City required for the adoption of the City Resolution and the issuance and
sale of the Certificates, the execution and delivery of the Legal Documents to which the City is a
patty; 'or the consummation by the City of the other transactions contemplated by the Official
Statement, the City Resolution-or the Legal Documents to which the City is a party.
5. No Litigation. To the current actual knowledge of the City and after. reasonable investigation,
which did not include the review or search of federal, state or other court records, except as
disclosed in the Official Statement, there is no action, suit, proceeding or investigation at law or.
in equity before or by any court, public board or body, pending, with respect to which the City
has been served with process or, to the current actual knowledge of such counsel after reasonable
investigation (which did not include a review or search of City records or interview with City
personnel other than those directly.and immediately connected with the financing for the Project),
overtly threatened against the City to restrain or enjoin the delivery of the Certificates, or in any
way contesting or affecting the validity of the Legal Documents to which the City is a party, the
City Resolution or the Certificates or contesting
of City
, the powers
.
. into or perform its
.
._ - to enter
- .
=obligations under any of the foregoing.
6. Official Statement Correct and Complete. The information. relating to City; its functions,
duties and responsibilities including its obligation under the Legal Documents to which it is a
party, and the information under the caption "THE PROJECT", contained in the Preliminary
Official Statement as of its date was, and in the Official Statement will be, true and correct in all
material respects and such information does not and will not contain any untrue or misleading
statement of a material fact or omit to state any material fact necessary to make the statements
therein, in the light of the circumstances under which they were made, not misleading.
7. Financial Statements. The financial statements of the City contained in the Preliminary Official
Statement and the Official Statement with respect to the Certificates fairly present the financial
positions and result of operations of the City as of the dates and for the periods therein set forth,
and such financial statements have been prepared in accordance with generally accepted
accounting principles consistently applied,. and since the most recent date or period of such
financial statements, as of the date hereof, there have been no material adverse,, changes in the
financial position of the City, and since the most recent date or period of such financial
statements, the City has not incurred any material liabilities other than in the ordinary course of
business, which are not described in the Official Statement.
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8. Blue Sky Cooperation. The City agrees to cooperate with the Underwriter in endeavoring to
qualify the Certificates for offering and sale under the securities or blue sky laws of such
jurisdictionsof the United Statesas the Underwriter may-request; provided, that the City shall-not
be required to 'execute a special or general consent to service of process in any jurisdiction in
which it is not now so subject or to qualify to do business in any jurisdiction where it is not now
so qualified.
9. Due Approval of Official Statement Distribution. By official action of the City prior to or
concurrently with the execution hereof, the City has duly approved the distribution of the
Preliminary Official, Statement and the distribution of the Official Statement, has duly adopted the
City Resolution and has duly authorized and approved the execution and delivery of, and the'
performance by the City of the obligations on its part contained in the Legal Documents to which
the City is a party and the consummation by it of all other transactions contemplated by the
Official Statement, the City Resolution and the Legal Documents to which City is a party.
10. No Breach or Default. The City is not in breach of or in default under any applicable law or
administrative regulation of the State of California or the United States or any applicable
judgment or decree or any loan agreement, indenture, bond, note, resolution, agreement or other
instrument to which the City is a party or is otherwise subject which breach or default would have
a material and adverse impact on the City 's ability to perform its obligations under the Legal
Documents to which the City is a party, and no event has occurred and is continuing which, with
the passage of time or the giving of notice, or. both, would constitute a default or an event of
default under any such instrument.
11. Agreement to Notify Underwriter Regarding Amendment or Supplement to Official
Statement. The City will advise the Underwriter promptly : of any proposal to amend. or
supplement the Official Statement and will not effect any such amendment or supplement without
the consent of the Underwriter. The City will advise the Underwriter promptly of the institution
of any proceedings known to it seeking to prohibit or otherwise affect the use of the Official
Statement in connection with the offering, sale or distribution of the Certificates.
12: Agreement to Amend Official Statement.- If on the -Closing Date the :Underwriter shall holdany Certificates and until the earlier to occur of (x) end of the period of time that the Underwriter
shall sell or reoffer such Certificates or (y) 25 days, any event shall occur which, in the opinion of
the Authority or the Underwriter, - might or would cause the Official Statement, as then
supplemented or amended, to contain any. untrue statement of a material fact or to omit to state
any material fact necessary to make the statements therein, in the light of the circumstances under
which they were made, not misleading, the Authority shall notify the Underwriter and, if the
opinion of the Authority or the Underwriter, such event requires the preparation and publication
of an amendment or supplement to the Official Statement, the City will assist and cooperate in the
preparation of an amendment or supplement thereto in a form and in a manner approved by the
Underwriter, with the payment of the expense of such preparation of such amendment or
supplement to be mutually agreed upon by the Authority and the Underwriter so that the
statements in the Official Statement as so amended or supplemented will not, in light of the
circumstances under which they were made, be misleading; provided, that all expenses thereby
incurred (including printing expenses) will be paid for by CMT.
13. Amendments to Official Statement Correct and Complete. If the information relating to the
City, its functions, duties and responsibilities contained in the Official Statement is amended or
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supplemented pursuant to the immediately preceding, subparagraph, at the time of each
q supplement or amendment thereto and (unless subsequently again supplemented or amended
pursuant to such subparagraph) atall-times subsequentthereto-until-.the-earlier to-occur-of-(x) end
of the period of time that the Underwriter shall sell or reoffer such Certificates or (y) 25 days
from the Closing Date, the portions of the Official Statement so supplemented or amended will be
true and correct in all material respects and such information - will not contain any untrue or
misleading statement of a material fact or omit to state any material fact necessary to make the.
information therein, in the light of the circumstances under which it was made, not misleading.
14. 15c2-12 Disclosure Requirement. The City will, pursuant to the Continuing. Disclosure
Certificate, agree to provide., or cause to be provided to each nationally recognized municipal
securities information repository and any public or private repository or entity designated by the
State as a state repository for purposes of Rule 15c2-12(b)(5) adopted by the Securities and
Exchange Commission (each, a"Repository') certain annual financial information and operating
data and' agree to provide, or cause to be provided, to each Repository in a timely manner notice
of certain material events respecting the Certificates. These agreements have been made in order
to assist the Underwriter in complying with SEC Rule.15c2-12(b)(5).. The City has never failed
to' comply in all material respects with any previous undertakings with regard to said Rule to
provide annual reports or notices of material events.
15. Zoning. The contemplated Project described in the Trust Agreement and the Official
Statement will not conflict with any zoning law, ordinance or regulation or any similar law;
ordinance or regulation applicable thereto.
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The City will not take or omit to take any action which action or omission will in any way cause
the proceeds from the sale of the Certificates to be applied in a manner materially contrary to that
provided-in the Trust-Agreement-securingthe Certificates. All provisions contained herein shall remain operative and in full force and effect, regardless of
any investigation made by or on behalf of the County, the Authority, the City, CMT or the Underwriter
and shall survive the-delivery of the Certificates.

Very truly yours,

CITY OF SACRAMENTO

By:
Treasurer

APPROVED AS TO FORM

By
City Attorney

ACCEPTED AND CONFIRMED AS
OF THE DATE ABOVE WRITTEN

E.J. DE LA ROSA & CO., INC.

By:
Authorized Officer
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APPENDIX C.

CMT LETTER OF REPRESENTATIONS

August

2002

E.J. De La Rosa & Co., Inc.,
San Francisco, California
Sacramento Regional Arts Facilities Financing Authority
Sacramento, California
City Council
City of Sacramento
Board of Supervisors
County of Sacramento
Ladies and Gentlemen:
In order to induce E.J. De La Rosa & Co., Inc. (the "Underwriter") to enter into that certain
Certificate Purchase Contract with the Sacramento Regional Arts Facilities Financing Authority (the
"Authority")- (the "Certificate Purchase Contract=') to purchase on the Closing Date-the Authority's
$
Series 2002 Certificates of Participation
(the
. for the sale
. and in ;consideration
_
. __."Certificates"),
.
_
and purchase of the Certificate's by _the Underwrit er"from the Authority, :California Musical Theatre, a
nonprofit public benefit corporation organized and existing..under the laws of the State of California
("CMT") is entering into this CMT Letter of Representations.
The Certificates will be executed and delivered pursuant to a Trust Agreement, dated as of
August 1, 2002 (the "Trust Agreement") by and among the Authority, the City, the County and BNY
Western Trust Company, as trustee (the "Trustee"). The Certificates shall be dated August 1, 2002, shall
have such Certificate Payment Dates, represent interest, be subject to prepayment and have such other
terms as are provided in the Trust Agreement and shall be payable. as to interest at the rates set forth in
Appendix D to the Certificate Purchase Contract attached hereto. CMT will lease the G Street Premises
(as defined in the Official Statement) to the Authority pursuant to a Site Lease Agreement I, dated as of
August 1, 2002 ("Site Lease Agreement I"). The County and the City will lease the H Street Premises (as
defined in the Official Statement) to the Authority pursuant to a Site Lease Agreement II, dated as of
August 1, 2002 ("Site Lease Agreement II," and together with Site Lease Agreement I, the "Site Lease
Agreements"). The Authority will lease the G Street Premises and the H Street Premises (together, the
"Premises") to the City and the County, as tenants-in-common, pursuant to a Sublease Agreement, dated
as of August 1, 2002 (the "Sublease Agreement") by and among the City, the County and the Authority.
The City and the County, as tenants-in-common, will lease the Premises to CMT pursuantto a Facility
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Lease Agreexnent,'dated as of August 1, 2002 (the "Facility Lease Agreement") by and among the City,
the County and CMT. The, obligation of CMT to make Base Rental Payments pursuant to the Facility
Lease_Agreement. is-secured-by a Construction Deed of Trust, Assignment, of Leases ,andRents, Security-_.
Agreement.and Fixture Filing dated as of August 1, 2002 (the "Deed of Trust") from CMT on the G Street
Premises for the benefit of the City and County. The obligation of the County to make County Sublease
Payments is a several obligation of the County payable from any amounts legally available therefor. The
obligation of the City to make City .Sublease Payments is a several obligation of the City payable from
any amounts legally available therefor. Pursuant to an Assignment Agreement, dated as of August 1, 2002
(the "Assignment Agreement"), between the Trustee and the Authority, the Authority will assign without
recourse to the Trustee, for the benefit of the Owners of the Certificates, all of its right, title and interest
under the Site Lease Agreements and the Sublease Agreement.
The Trust Agreement, the Site Lease Agreements, the Deed of Trust, the- Sublease Agreement, the
Facility Lease Agreement, the Assignment Agreement, the Tax Certificate and Agreement, the -Control
Agreement dated as of August 1, 2002, among the County, the City, the Trustee, CMT and Wells Fargo
Bank, N.A. (the "Control Agreement"), the Amendment and Supplement to Funding Agreement dated as
of August 1, 2002; among the City, the County, CMT and the Sacramento Theatre Company ("STC"), a
non-profit public benefit corporation organized and existing under the laws of the State of California, (the
"Supplemental Funding Agreement"), the Agreement by Tenants in Common dated as of August 1, 2002,
between the City and the County (the "Tenancy in Common Agreement"), the Facility Sublease
Agreement between CMT and STC, dated as of August 1, 2002, and the Joint Exercise of Powers
Agreement creating the Authority effective as of April 11, 2002, between the County and the City (the
"JPA"), the Official Statement, the Certificate Purchase Contract and the Continuing Disclosure
Certificates are referred to collectively herein as the "Legal Documents." Capitalized terms not otherwise
defined herein shall have the meanings as defined in the Trust Agreement or the Official Statement.
This CMT Letter of Representations may be executed by the parties hereto in separate
counterparts, each of which when so executed and delivered shall be an original, but all such counterparts
shall together constitute but one and the same instrument:
CMT hereby (1) 'approves the terms and provisions of the Certificate 'Purchase Contract, the
Certificates and the•Preliminary Official- Statement and the Official Statement and= (2) -acknowledges that
the Authority and the Underwriter are entering into the Certificate Purchase Contract and agreeing to
purchase and offer or reoffer the Certificates on the terms therein set 'forth, . in reliance on the `representations, warranties and covenants of CMT contained in this 'CMT Letter.of Representations and
consents to such reliance hereon.
Section 1 . CMT Representations. CMT makes the following representations, all of which shall
survive the sale and delivery of the Certificates to the Underwriter:'
CMT has been-duly organized as a non profit public benefit corporation validly existing
a.
and organized pursuant to the laws of the State of California, having full legal right, power and
authority to own its properties and conduct its business as described in the Official Statement and
enter into and. carry out and consummate the transactions contemplated by the Legal Documents
to which CMT is a party, and is in good standing in-the State of California;
b.
, CMT has, and at the time of execution did have, or at.the Closing Date will have, full
corporate power and authority to execute and deliver and' to perform. its obligations under the
Legal Documents to which CMT is a party, and has duly authorized and approved the execution
C-2
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and delivery of the Legal Documents to which CMT is a party. When executed and delivered by
the parties thereto, the Legal Documents to which CMT is a party will be legal, valid and binding
F1 obligationsof--CMT enforceable against .-CMT. -in, accordance with their. .respective -terms,.
subject, as to enforceability, to bankruptcy, insolvency, reorganization, moratorium or similar
laws of general applicability relating to or affecting the enforcement of creditors' rights or
remedies, and to general equity principles.
c.
- CMT is not in material breach of or default under any applicable constitutional provision,
law or administrative regulation, or any applicable judgment or decree or any loan agreement,
indenture, bond, note, resolution, agreement or other instrument to which'CMT is a party or to
which CMT, or any,of the property or assets of CMT is otherwise subject, and no event has
occurred and is continuing which, with the passage of time or the giving of notice; or both, would,
constitute a"default by CMT under any such instrument; the execution and delivery of the Legal
Documents, performance thereunder and hereunder by CMT and compliance with their respective
provisions, did not, do not, and will not conflict, with or constitute on the part of CMT a material
breach or violation of or default (with due notice or the passage of time or both) under any
organizational document of CMT or any constitutional provision, law, rule, regulation, judgment,
order decree,aoan agreement, indenture, bond, note, resolution, agreement or other instrument to
which CMT is a party or to which CMT or any of their property or assets are otherwise subject or
result in the creation or imposition of any prohibited lien, charge or encumbrance of any nature
whatsoever upon any of the property or assets of CMT, which conflict, violation, breach, default,
lien, charge or encumbrance might have consequences that would materially adversely affect the
consummation of the transactions contemplated by the Legal Documents or would materially
adversely affect the financial condition, assets, properties or operations of .CMT.
As of the Closing Date, there will be no lien on the Collateral Accounts (as defined in the
d.
Control Agreement) or the Theatre Revenues prior to the security interest of the City and County
therein.
e.
All approvals, consents and orders of any governmental authority, legislative body,
board, agency or commission having jurisdiction for the valid authorization, execution and
delivery- by CMT-of-the= Legal -Documents to which CMT is° a° party- which would- constitute a
condition precedent to or the absence of Which. would materially adversely affect the due
performance by CMT of its obligations under the Legal Documents to which CMT is a' party,
have been duly obtained, except with respect to performance, for construction and operating
permits not yet required to be obtained (with respect to which such. permits CMT knows of no
reason why such permits would not be timely obtained).
Except as disclosed in the Official Statement, there is no action, suit, proceeding, inquiry
f.
or investigation, at law or in equity, before or by any court, arbitrator, mediator, government
agency, public board or.body, pending or, to the best knowledge of CMT, threatened against or
affecting CMT, wherein an unfavorable decision, ruling or finding would have a material adverse
effect on the validity or enforceability of the, Legal Documents to which CMT is a party or which
would have a material adverse effect on CMT's ability to perform its obligations under the Legal
Documents to which CMT is a party or which involves the possibility of any ruling, order,
judgment or uninsured liability which may result in any material adverse change in the business,
properties or assets or in the condition, financial or otherwise, of CMT and CMT is not in default
with respect to any order or decree of any court or any order, regulation or demand of any federal,
state, municipal or other governmental authority, which default might have consequences that
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would materially and adversely affect the consummation of the transactions contemplated by the
Legal Documents to which CMT is a party or the financial condition, assets, properties or
operations of CMT. Other than as described in the Official Statement, no proceedings are
pending or, to the knowledge of an authorized representative of CMT, threatened that in any way
contest or affect the status of CMT as an organization described in Section 501(c)(3) of the Code,
or that would subject any income of CMT to federal income taxation.
CMT is an organization described in Section 501(c)(3) of the Code is not a private
g.
foundation as described in Section 509(a) of the Code, or corresponding provisions of prior law,
and is exempt from federal income taxes under Section 501(a) of the Code, except for unrelated
business income subject to taxation under Section 511 of the Code.
CMT is a corporation organized and operated exclusively for charitable purposes (within
h.
the meaning of Section 501(a) of the Code, not for pecuniary profit, no part of the net earnings of
which inures to the benefit of any private shareholder or individual, all within the meaning of
Subsection 3(a)(4) of the Securities Act of 1933, as amended (the "Securities Act"), and of
Subsection 12(g)(2)(D) of the Securities Exchange Act of 1934, as amended.
Except as otherwise disclosed in the Official Statement, CMT has good title to its theatre
i.
facilities free and clear from all encumbrances other than Permitted Encumbrances (as defined in
the Trust Agreement) and other than encumbrances that will be discharged upon application of
the proceeds of the Certificates.
j.
CMT has not incurred any material liability, direct or contingent, nor has there been any
material adverse change in the financial position, results of operation or condition, financial or
otherwise, of CMT since June 30, 2001 which is not described in the Official Statement, whether
or not arising from transactions in the ordinary course of business.
Between the date hereof and the Closing Date, CMT will not incur any material
k.
liabilities, direct or contingent, other than in the ordinary course of business, without the prior
written consent of the Underwriter, except as described in` or contemplated by the Official
Statement.
CMT will not use the proceeds of the Certificates in such a manner that it would be
1.
deemed used by an "exempt person" in an "unrelated trade or business" within the meaning of
Section 513(a) of the Code in such manner or to such extent as would result in the loss of
exclusion from gross income for federal income tax purposes of interest on the Certificates under
Section 103 of the Code.
CMT is not a party to or bound by any contract, agreement or other instrument, or subject
in.
to any judgment, order, writ, injunction or decree which, in CMT's opinion, materially and
adversely affects, or in the future may, so far as CMT can now reasonably foresee, materially and
adversely affect the business, assets or condition, financial or otherwise, of CMT.
The information in the Preliminary Official Statement and the Official Statement under
n.
the captions "THE PROJECT" and "CERTAIN RISK FACTORS", relating to CMT, the
obligations of CMT pursuant to the Legal Documents to which CMT is a party and the Project
(the "CMT Information") is a fair and accurate summary of the matters purported to be
summarized thereby and does not contain any untrue statement of a material fact or omit to state
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any material fact necessary to make the statements made therein, in the light of the circumstances
under which they were made, not misleading. CMT authorizes the Authority and the Underwriter
to usethe Official-Statement,-and consents to the-use of the-Preliminary. Official -Statement by the
Authority and the Underwriter prior to the date hereof, in connection with the public offering and
sale of the Certificates. CMT approves the purchase price set forth in Section 1 of the Certificate
Purchase Contract to be paid by the Underwriter for the Certificates, as well as the other terms of
the Certificates and all of the terms and conditions for the issuance, sale and delivery of the
Certificates, as set forth in the Certificate Purchase Contract, and the offering yields for the
Certificates and the interest rates to be borne by the Certificates as set forth in the Official
Statement.
CMT has the power and authority to carry on the business conducted or to be conducted
o.
by it as described in the Official Statement in all material respects.
Section 2. CMT Covenants. CMT covenants that it shall:
Notify the Authority and the Underwriter if, prior to the date which is 25 days after the
a.
Closing, any event occurs which.causes the Official Statement to contain any untrue statement of
material fact or to omit to state any material fact necessary to make the statements made therein,
in the light of the circumstances under which they were made, not misleading, and 'CMT will
thereupon diligently cooperate with the Authority and the Underwriter and provide such
information regarding such event which is reasonably requested by the Authority or the
Underwriter; and if in the opinion of the Underwriter, such event requires the preparation and
publication of a supplement or amendment to the Official Statement, CMT shall cooperate in
amending or supplementing,, and subsequently distributing, the Official Statement in a form and
in a manner approved by the Underwriter, the County, the City and CMT, it being understood that
costs of amending or supplementing and distributing the Official Statement shall be borne by
CMT;
Furnish such information, execute such instruments and take such other action in
b.
cooperation with the Underwriter as the Underwriter may reasonably request to qualify the
Certificates- for offer -and •sale under the-blue -sky or other securities laws or regulations of such
states and other jurisdictions of the United States (collectively, "Blue Sky ' laws") as the
Underwriter may designate; provided .that in no event shall CMT be obligated to qualify to do
business in any state or to take any action which would subject them to general service of process
in any state where they are not now so subject;
Take such actions and deliver such documents and certificates as are required to be taken.
c.
or delivered by them as a condition of closing (to- the extent such actions can be taken and such
documents or certificates can be delivered without violating the representations set forth herein or
required to be set forth therein), by 8:00 A.M., on the Closing Date;
Advise the Authority and the Underwriter promptly of (1) any proposal by or known to
d.
CMT to amend or supplement the Official Statement and not effect any amendment or
supplement without the consent of the Authority and the Underwriter, and (2) the institution of
any proceedings known to it by any governmental agency prohibiting or otherwise affecting the
use of the Official Statement in connection with the offering, sale or distribution of the
Certificates;
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e.
Promptly advise the Underwriter of the receipt by any officer of CMT of any notification
with respect to the suspension of the qualification of the Certificates for sale in any jurisdiction or
the initiation or threatening of-anyproceeding.for such_purpose;_
CMT covenants that it will not take any action which would cause interest with respect to
f.
the Certificates to be subject to federal income taxation or California personal income taxes (other
than to the extent the Certificates will be subject to federal income taxation as described under the
caption "TAX MATTERS" in the Official Statement),. that it will take such action as may be
necessary to preserve the tax-exempt status of the Certificates.
g.
Deliver all opinions, certificates, letters and other instruments and documents required to
be delivered by it pursuant to this Certificate Purchase Contract.
Section 3. CMT Indemnity.
CMT agrees to indemnify and hold harmless the Authority, the Underwriter, each person, if any, who
controls either of the Authority or the Underwriter within the meaning of Section 15 of the Securities Act,
and each of their partners, members, servants, agents, officers, directors, officials and employees (each an
"Indemnified Party") to the extent permitted under applicable law, from and against any and all losses,
claims, damages, liabilities and expenses (including legal fees and expenses and the reasonable costs of
investigation) caused by any untrue or alleged untrue statement of a material fact in the CMT Information
contained in the Preliminary Official Statement or the Official Statement, or in any amendment or
supplement thereto, or caused by an omission or alleged omission of a material fact necessary to make the
statements in the CMT'Information contained in the Preliminary Official Statement or the Official
Statement or in any amendment or supplement thereto, in the light of the circumstances under which they
were made, not misleading.
If any action or claim (including any governmental investigation) shall be brought or
a.
asserted against a Indemnified Party, based upon the Preliminary Official Statement or the
Official Statement or any amendment or supplement thereto, in respect of which indemnity may
be sought from CMT under subparagraph (a)- above, the Indemnified Party shall promptly notify
_CMT. in writing, and CMT shall assume the defense thereof, including the employment of counsel
and the payment of all expenses. The Indemnified Party shall have the right to employ separate
counsel in any action and participate in the defense thereof, but the fees and expenses of such
counsel shall be at the expense of such Indemnified Party unless (i) CMT has specifically
authorized the employment of such counsel and has agreed to pay the fees and expenses of such
counsel or (ii) within 60 days after receipt of notification, CMT has failed to notify the .named
parties that it 'shall assume the defense and employ counsel. CMT shall select, and pay the fees
and expenses of, counsel which is reasonably acceptable to the Indemnified Party, for the
Indemnified Party, which is not CMT's counsel, if the named parties to any such action (including
any impleaded parties), including the Indemnified Party, shall have been advised by its counsel
(which advice shall have been concurred with by counsel representing CMT) that there are one or
more legal defenses available to it which are different from or additional to those available to
CMT and that representation of the Indemnified Party and CMT by counsel representing CMT
would be inappropriate under applicable standards of professional conduct (in which case CMT
shall not have the right to assume the defense of the action on behalf of such Indemnified Party).
CMT shall not be liable, in connection with any one such action or separate but substantially
similar or related actions arising out of the same general allegations or circumstances for which
indemnification is provided, for the fees and expenses of more than one separate firm of attorneys
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at any point in time for the Indemnified Party (which firm shall be designated in a written notice
from CMT approved by the Indemnified Party). -CMT shall not be liable for any settlement of
any-action with. respect to_ which_ it is required -to indemnify the.Indemnified Party hereunder
effected without its consent, but if settled with the consent of CMT, or if there is a final judgment
for the plaintiff in any such action, CMT will indemnify and hold harmless any Indemnified Party
from and against any loss or liability by reason of such settlement or judgment. The Indemnified
Party shall promptly pay over to CMT any monies awarded to it in connection with the defense of
any such action or claim for which CMT had previously paid funds or incurred liability to the
Indemnified Party.
If.the indemnification provided for in this Section 3 is unavailable to a Indemnified Party
b.
in respect. of any loss, claim, damage, liability or expense referred to herein, then CMT, which
would otherwise be obligated to provide such indemnification hereunder, in lieu of indemnifying
such Indemnified Party hereunder, shall contribute to the amount paid or payable by such
Indemnified Party as a result of such loss, claim, damage, liability or expense. (i) in such
proportion as is appropriate to reflect the relative benefits received by CMT on the one hand and
the Indemnified Party on the other hand from the offering of the Certificates, or (ii) if the
allocation provided by clause (i) above is not permitted by applicable law, in such proportion as is
appropriate to reflect the relative benefits referred to in clause (i) above and the relative fault of
CMT on the one hand and of the Indemnified Party on the other hand in connection with the
statements or omissions which resulted in such loss, claim, damage, liability or expense, as well
as any other relevant equitable considerations; provided, however, that in no event shall the
amount to be so contributed by the Indemnified Party exceed the amount of the compensation
actually received by the Underwriter hereunder. The relative fault of CMT on the one hand and
of the Indemnified Party on the other shall be determined by reference to, among other things,
whether the untrue or misleading or alleged untrue or misleading statement of a material fact or
the omission to state a material fact relates to information supplied by CMT or by the indemnified
Party and the Indemnified Party's and CMT's relative intent, knowledge, access to information
and opportunity to correct or prevent such statement or omission.
The indemnity, contribution and other agreements contained in this CMT Letter of
c.
Representations and- the representations and warranties of CMT set forth in this ^ CMT Letterof
Representations shall remain operative and in full force and effect, 'regardless of .(i) any
investigation made by or on behalf of the Indemnified Party, (ii) any termination of the Certificate
Purchase Agreement, the Legal Documents or this CMT Letter of 'Representations and (iii) the,
delivery and sale of the Certificates; provided, however, that CMT shall not be liable under this
Section in respect of any loss, claim, damage, liability or expense to which a Indemnified Party
may become subject to the extent that it is finally judicially determined that such loss, claim,
damage or liability arose substantially out of the gross negligence, willful misconduct or bad faith
of such Indemnified Party. Any successor of a Indemnified Party shall be entitled to the benefit
of the indemnity and contribution agreements contained in this Section 3. The term "successor"
shall not include any Underwriter of Certificates from the Underwriter merely because of such
purchase.
Section 4. Parties in Interest. This CMT Letter of Representations is made solely for the benefit
of the Underwriter Indemnified Parties, the Authority, the City, the County and their respective
successors and assigns, and no other person, partnership, association or corpo"ration shall acquire or have
any right under or by virtue of this CMT Letter of Representations. The terms "successors" and "assigns"
shall not include any Underwriter of Certificates from the Underwriter merely because of such purchase.
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Sectiori 5.- Entire Agreement. This Letter. of Representations contains the `entire agreement of
CMT and the Underwriter with. respect to the indemnities contemplated by this- CMT Letter of
Representations and; 'except as- expressly provided-otherwise herein, -nothing in this_,CMT_- Letter of
Representations is intended to convey to any person other than the parties and their respective permitted
successors.and assigns hereunder any rights or remedies against or obligations to CMT under or by reason
of this CMT Letter of Representation. Without limiting the generality of the foregoing, this CMT Letter
of Representations shall completely and fully supersede all other understandings and agreements of CMT.
and between CMT and the Underwriter with respect to such -indemnities.
Section 6. ; Counterparts. This CMT Letter of Representations may be executed in several
counterparts, each of which shall be an original and all of wliich. shall constitute but one and,the same
instrument.
Section, 7. Notices. All notices, requests, demands and formal actions hereunder. will be in
writing mailed, telegraphed or delivered to:

Underwriter:

E. J. De La Rosa & Co., Inc.
706 Mission Street, Suite 502
San Francisco, California 94103

Authority:

Sacramento Regional Arts Facilities Financing Authority
c/o City of Sacramento
915 I Street, Room 101
Sacramento, CA 95814
Attention: City Clerk

CMT:

California Musical Theatre
1510r J 'Street,, Suite 200
Sacramento,-California, 95 814 -
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Section 8. Authorization Effectiveness and Governing Law. This CMT Letter of Representations
shall become effective upon the execution of the acceptance hereto by an authorized official of the
Underwriter, shall be valid and enforceable as of the time of such acceptance,- and shall be=governed by
and construed in accordance with the laws of the State of California.

Very truly yours,
CALIFORNIA MUSICAL THEATER
By:
Authorized Officer

ACCEPTED AND CONFIRMED AS OF-•.
THE DATE ABOVE WRITTEN

E. J. DE LA ROSA & CO., INC.

By:
Authorized Officer
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APPENDIX D
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APPENDIX E
OPINION_ OF CMT COUNSEL
[Closing Date]

Sacramento Regional Arts Facilities Financing Authority
c/o City of Sacramento
915 I Street, Room 101
Sacramento, California 95814
City Council ,
City of Sacramento
Board of Supervisors
County of Sacramento
E.J. De La Rosa & Co., Inc., as Underwriter
706 Mission Street, Suite 502.
San Francisco, California 94103
Orrick, Herrington & Sutcliffe LLP, as Special Counsel
400 Capitol Mall, Suite 3000
Sacramento, California 95814

Re:

Sacramento Regional Arts, Facilities Financing Authority,
Participation

Series 2002

Certificates of

Ladies and Gentlemen:
We have acted as counsel to California. Musical Theatre ("CMT"), a nonprofit public benefit
corporation organized under the laws of the State of California in connection with the offering of
$
aggregate principal amount of Sacramento Regional Arts Facilities, Financing Authority,
Series 2002 Certificates of Participation (the "Certificates"). The Certificates are being executed and
delivered pursuant to a trust agreement, dated as of August 1, 2002 (the "Trust Agreement"), by and
among the Sacramento Regional Arts Facilities Financing Authority (the "Authority"), the City of
Sacramento (the "City"), the County of Sacramento (the "County") and BNY Western Trust Company, as
.trustee (the "Trustee"). The proceeds of the Certificates will be used by the Authority to finance and
refinance the acquisition, construction, improvement, renovation and equipping of certain theatre facilities
located at 1419 H Street and 1422 G Street, Sacramento, California (the "Project").
CMT and the Authority have executed and entered into that certain site lease agreement I, dated
as of August 1, 2002 (the "Site Lease Agreement I"), by and between CMT and the Authority, to lease the
G Street Premises (as defined in the Site Lease Agreement I) to the Authority. The City, the County and
the Authority have executed and entered into that certain site lease agreement II, dated as of August 1,
2002 (the "Site Lease Agreement II," and together with the Site Lease Agreement I, the "Site Lease
Agreements"), by and among the City, the County and the Authority, to lease the H Street Premises (as
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defined in the Site Lease Agreement II) to the Authority. The Authority, the City and the County have
executed and entered into that certain sublease agreement, dated as of August 1, 2002 (the "Sublease
Agreement"),. by and among the-City, the-County _ and-the Authority, to lease the-G Street_Premises.and
the H Street Premises (together, the "Premises") to the City and the County. The City, the County and
CMT have executed and entered into that certain facility lease agreement, dated as of August 1, 2002 (the
"Facility Lease Agreement"), by and among the City, the County and CMT, to lease the Premises to
CMT. CMT and the Sacramento Theatre Company, a nonprofit public benefit corporation organized
under the laws of the State of California ("STC") have executed and entered into that certain Facility
Sublease Agreeriment, dated as of August 1, 2002 (the "Facility Sublease Agreement") by and between
CMT and STC.
Under the Facility Lease Agreement, CMT is obligated to make, among other payments, Base
Rental Payments (as defined in the Facility Lease Agreement) in an amount equal to debt service with
respect to the Certificates. Under the Sublease Agreement, the City and the County are obligated to
make, among other payments, Sublease Payments.(as defined in the Sublease Agreement) in an amount
equal to debt service with respect to the Certificates and the Authority has agreed to construct and install
the Project. The Trustee has executed and delivered the Certificates in an amount equal to the aggregate
principal components of the Sublease Payments, each evidencing and representing a, fractional undivided
interest in such Sublease Payments. All rights, to receive the Sublease Payments have been assigned.
without recourse by the Authority to the Trustee pursuant to that certain assignment agreement, dated as
of August 1, 2002 (the "Assignment Agreement).
CMT has executed and delivered a construction deed of trust, assignment of leases and rents,
security agreement and fixture filing, dated as of August 1, 2002 (the "Deed of Trust"), for the benefit of
the City and the County, pursuant to which CMT will grant to Fidelity National Title Company, as trustee
under the Deed of Trust a first lien and security interest in the G Street Premises, subject to Permitted
Encumbrances (as defined in the Trust Agreement), as security for, among other things, the obligation of
CMT to make the payments required under the Facility Lease Agreement. As additional security for,
among other things, the obligation of CMT to make the payments required under the Facility Lease
Agreement, CMT has executed that certain Control Agreement, dated as of August 1, 2002, (the "Control
Agreement") by and among Wells Fargo Bank N.A., the City, the County, the Trustee and CMT.
The Certificates were sold pursuant to a certificate purchase contract, dated August _, '2002 by
and among E.J. De La Rosa & Co., Inc. (the "Underwriter"), CMT, the Authority, the City and the
County (the "Purchase Contract"). CMT made certain representations and warranties to and certain
agreements with the Authority, the City, the County and the Underwriter in a letter of representations,
dated as of August _, 2002 (the "Letter of Representations").
The Board of Directors of CMT has authorized the execution. and delivery of the Financing
Documents (as defined below) and all other matters necessary in connection with the financing described
in this opinion pursuant to a resolution dated
, 2002 (the "Resolution").
We are providing this opinion to you at the request of CMT pursuant to Section 5(E)14 of the
Purchase Contract. Capitalized terms utilized herein without definition have the meanings set forth in the
Trust Agreemerit.
In our capacity as counsel to CMT, we have examined and relied on originals or copies of the
Purchase Contract, the Letter of Representations, the Site Lease Agreement I, the Facility Lease
Agreement, the Facility Sublease Agreement, the Deed of Trust, the Control Agreement, that certain tax
certificate and agreement, dated the date of delivery of the Certificates, by and among the Authority, the
City, the County and CMT (the "Tax Certificate"), which are hereinafter collectively referred to as the
"Financing Agreements."
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As to relevant factual matters, we have relied upon, among other things, CMT's factual
representations contained in the Financing Agreements and certificates executed by an officer or designee
of-CMT. In. -our examination, we have assumed the genuineness of all signatures (other than - the.
signatures of persons signing the Financing Agreements on behalf of CMT), the authenticity and
completeness of all documents submitted to us as originals, the conformity to original documents and
completeness of all documents submitted to us as certified or photostatic copies, and the accuracy of all
statements contained in the certificates. To the extent that CMT's obligations depend on the due
authorization, execution and delivery of the Financing Agreements by the other parties to the Financing
Agreements, we have assumed that the Financing Agreements have been so authorized, executed and
delivered.
On the basis of such examination, our reliance upon those assumptions contained herein and our
consideration of those questions of law we considered relevant, and subject to the limitations,
qualifications and :exceptions in this opinion, we are of the opinion that:
1.

CMT is a nonprofit public benefit corporation and has been duly incorporated, and is validly
existing and in good standing under the laws of the State of California, with corporate power and
corporate authority to enter into the Financing Agreements and to perform its obligations under
the Financing Agreements.

2.

The execution, delivery and performance of the Financing Agreements have been duly authorized
by all necessary corporate action on the part of CMT, and the Financing Agreements have been
duly authorized, executed and delivered by CMT.

3.

The Financing Agreements constitute legally valid and binding obligations of CMT, enforceable
against CMT in accordance with their respective terms, except as may be limited by bankruptcy,
insolvency, reorganization, moratorium or similar laws relating to or affecting creditors' rights
generally (including, without limitation, fraudulent conveyance laws) and by general principles of
equity.

4.

No order, consent, permit or approval of any California or federal governmental authority that we
have, in the exercise of customary professional diligence, recognized as directly applicable to
-CMT or to transactions of the type contemplated by the Financing Agreements is required- on the
part of CMT for the execution and delivery of the Financing Agreements.
CMT's execution and delivery of the Financing Agreements, and the payment and performance
by CMT of- its obligations thereunder, do not violate (a) CMT's Articles of Incorporation or
Bylaws; or (b) any California or federal statute or regulation that we have, in the exercise of
customary professional diligence, recognized as directly applicable to CMT or to transactions of
the type contemplated by the Financing Agreements.

6.

CMT is an organization described'in Section 501(c)(3) of the Internal Revenue Code of 1986, as
amended (the "Code"), or corresponding provisions of the prior law, and CMT is exempt from
federal income taxes under Section 501(a) of the Code, except for unrelated business income
subject to taxation under Section 511 of the Code and is not a private foundation under Section
509(a) of the Code, and is in compliance with the terms, conditions and limitations contained in
said Section. To the best of our knowledge, there is no pending or threatened change in such
status.

7.

CMT is a corporation organized and operating exclusively for charitable and educational
purposes (within the meaning of Section 501(c)(3) of the Code), and not for pecuniary profit, and
no part of the net earnings of CMT inures to the benefit of any person, private stockholder or
individual.
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8.

No information has come to our attention that would indicate that CMT is no longer'eligible for
exemption from federal income taxes under Section 501(a) of the Code, that CMT is not in,
compliance with the=terms, conditions and limitations- ina.ruling by the Internal Revenue Service.
(the "Determination Letter") and/or that the facts and circumstances,that
dated
,
form the basis of such Determination Letter as represented to the Internal Revenue Service do not
continue to exist in any material respects.
For its taxable year ended June 30, 2001, CMT has not declared, nor has it been determined to
have, "unrelated business- taxable income" as defined in Section 512 of the Code. For its taxable
years ending after June 30, 2001, CMT will not have "unrelated business taxable income," in
either case in an amount,which could have a material adverse effect on its status as an
organization described in Section 501 (c)(3) of the Code, or which, if such income were subject to
federal income taxation, would' have a material adverse effect on its condition, financial or
otherwise. The activity of leasing the H Street Premises to STC pursuant to the Facility Sublease
will not be treated as an unrelated trade or business activity as defined in Section 513(a) of the
Code.

10.

All tax returns (federal, state and local) required to be filed by or on behalf of CMT have been
filed and all taxes shown thereon to be due, including. interest and penalties, except such, if any,
as are being actively contested by CMT in good faith, have been paid and adequate, reserves have
been made for the payment thereof. To the best of our knowledge, there are no pending tax
contests by CMT.

11.

To the best of our'knowledge, CMT's execution and delivery of, and payment and performance of .
its obligations under,.the Financing Agreements do not (a) materially violate, breach or result in'a
default under, any existing obligation of CMT under any material indenture, mortgage, deed of
trust, lease or note agreement or any other material agreement or instrument to which CMT is a.
party;, or (b) materially breach or otherwise violate any existing obligation or restriction of CMT:
under any order, judgment or decree of any California or federal court or governmental authority
binding on CMT.

12..,

There are no actions, suits or proceedirigs pending or, to the best knowledge of the undersigned,
threatened against CMT before any court, arbitrator or governmental agency that seek to
-adversely affect the enforceability of the=Financing Agreements,_-

13.

The Deed of Trust is in a form satisfactory for recording in the office of the. County
,...Recorder of
the County of Sacramento, and is in a form sufficient upon due recordation in the aforesaid office
to create a lien upon the property encumbered by the Deed of Trust in favor of the trustee under'
the Deed of Trust, for the benefit of the City and County.

14.

The Control Agreement creates in favor of the City and the County a security interest in. the'
Collateral (as defined in the Control Agreement) to secure the obligation of CMT under the
Facility'Lease Agreement. Such security interest is perfected.
-

The law covered by this opinion is limited to the present federal law of the United States and the
present law of the State of California. We express no opinion as to the laws of any other jurisdiction and
no opinion regarding the statutes, administrative decisions, rules or regulations of any county,
municipality, subdivision or local authority of any jurisdiction.
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APPENDIX F
OPINION OF STC COUNSEL
[Closing Date]

Sacramento Regional Arts Facilities Financing Authority
c/o City of Sacramento
915 I Street, Room 10.1
Sacramento, California 95814
City Council
City.of Sacramento

Board of Supervisors
County of Sacramento
E.J. De La Rosa & Co.;.Inc., as Underwriter
706 Mission Street, Suite 502
San Francisco, California 94103
Orrick, Herrington & Sutcliffe LLP, as Special Counsel
400 Capitol Mall, Suite 3000
Sacramento, California 95814

Re:

Sacramento Regional Arts Facilities Financing Authority, Series 2002 Certificates of
Participation

Ladies.and Gentlemen:
..
--'We` have-acted as counsel to.-the Sacramerito.Theatre Company.("STC"), a nonprofit public
benefit corporation organized under the laws ofthe State of California in connection with the offering
aggregate principal amount of Sacramento Regional Arts Facilities Financing Authority,
of $
Series 2002 Certificates of Participation (the "Certificates"). The Certificates are being executed and
delivered pursuant to a'trust agreement, dated as of August 1, 2002 (the "Trust Agreement"), by and
among the Sacramento Regional Arts Facilities Financing Authority (the "Authority"), the City of
Sacramento (the "City"), the County of Sacramento (the "County") and BNY Western Trust Company,
as trustee (the "Trustee"). The proceeds of the Certificates will be used by the Authority to finance and
refinance the acquisition, construction, improvement, renovation and equipping of certain theatre
facilities located at 1419 H Street and 1422 G Street, Sacramento, California (the "Project").
The California Musical Theatre ("CMT") and the Authority have executed and entered into that
certain site lease agreement I, dated as of August 1, 2002 (the "Site Lease Agreement I"); .by and
between CMT and the Authority, to lease the G Street Premises (as defined in the Site Lease Agreement
I) to the Authority. The City, the County and the Authority have executed and entered into that certain
site lease agreement II, dated as of August 1, 2002 (the "Site Lease Agreement II," and together with
the Site Lease Agreement I, the "Site Lease Agreements"), by and among-the City, the County and the
Authority, to lease the H Street Premises (as defined in the Site Lease Agreement II) to the Authority.
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The Authority, the City and the County have executed and entered into that certain sublease agreement,
dated as of August 1, 2002 (the "Sublease Agreement"), by and among the City, the County and the
Authority, to lease the G Street Premises and the H Street Premises (together, the "Premises") to the
City and the County. The City, the County and CMT have executed and entered into that certain
facility lease agreement, dated as of August 1, 2002 (the "Facility Lease Agreement"), by and among
the City, the County and CMT, to lease the Premises to CMT. CMT and STC have executed and
entered into that certain Facility Sublease agreement, dated as of August 1, 2002 (the "Facility Sublease
Agreement") by and between CMT and STC.
Under the Facility Lease Agreement, CMT is obligated to make, among other payments, Base
Rental Payments (as defined in the Facility Lease Agreement) in an amount equal to debt service with
respect to the Certificates. Under the Sublease Agreement, the City and the County are obligated to
make, among other payments, Sublease Payments (as defined in the Sublease Agreement) in an amount
equal to debt service with respect to the Certificates and the Authority has agreed to construct and
install the Project. The Trustee has executed and delivered the Certificates in an amount equal to the
aggregate principal components of the Sublease Payments, each evidencing and representing a
fractional undivided interest in such Sublease Payments. All rights to receive the Sublease Payments
have been assigned without recourse by the Authority to the Trustee pursuant to that certain assignment
agreement, dated as of August 1, 2002 (the "Assignment Agreement).
The Certificates were sold pursuant to a certificate purchase contract, dated August
2002 by
and among E.J. De La Rosa & Co., Inc. (the "Underwriter"), CMT, the Authority, the City and the
County (the "Purchase Contract"). CMT made certain representations and warranties to and certain
agreements with the Authority, the City, the County and the Underwriter in a letter of representations,
dated as of August _, 2002 (the "Letter of Representations").
The Board of Directors of STC has authorized the execution and delivery of the Facility
Sublease Agreement and all other matters necessary in connection with the financing described in this
opinion pursuant to a resolution dated
, 2002 (the "Resolution").
We are providing this opinion to you at the request of STC pursuant to Section 5(E)15 of the
Purchase Contract. Capitalized terms utilized herein without definition have the meanings set forth in
the Trust Agreement.
In our capacity as counsel to STC, we have examined and relied on originals or copies of the
Facility Sublease Agreement. As to relevant factual matters, we have relied upon, among other things,
STC's factual representations contained in the Facility Sublease Agreement and certificates executed by
an officer or designee of STC. In our examination, we have assumed the genuineness of all 'signatures
(other than the signatures of persons signing the Facility Sublease Agreement on behalf of STC), the
authenticity and completeness of all documents submitted to us as originals, the conformity to original
documents and completeness of all documents submitted to us as certified or photostatic copies, and the
accuracy of all statements contained in the certificates. To the extent that STC's obligations depend on
the due authorization, execution and delivery of the Facility Sublease Agreement by CMT, we have
assumed that the Facility Sublease Agreement has been so authorized, executed and delivered.
On the basis of such examination, our reliance upon those assumptions contained herein and
our consideration of those questions of law we considered relevant, and subject to the limitations,
qualifications and exceptions in this opinion, we are of the opinion that:
1:

STC is a nonprofit public benefit corporation and has been duly incorporated, and is validly
existing and in good standing under the laws of the State of California, with corporate power
and corporate authority to enter into the Facility Sublease Agreement and to perform its
obligations under the Facility Sublease Agreement.
F-2
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2.

The execution, delivery and performance of the Facility Sublease Agreement has been duly
authorized by all necessary corporate action on the part of STC, and the Facility Sublease
Agreement has been duly authorized, executed and delivered by STC.

3.

The Facility Sublease Agreement constitute legally valid and binding obligations of STC,
enforceable against STC in accordance with its respective terms, except as may be limited by
bankruptcy, insolvency, reorganization, moratorium or 'similar laws relating to or affecting
creditors' rights generally (including, without limitation, fraudulent conveyance laws) and by
general principles of equity.
STC is an organization described in Section 501(c)(3) of the Internal Revenue Code of 1986, as
amended (the "Code"), or corresponding provisions of the prior law, and STC is exempt from
federal income taxes under Section 501(a) of the Code, except for unrelated business income
subject to taxation under Section 51'1 of the Code and is not a private foundation under Section
509(a) of the Code, and is in compliance with the terms, conditions and limitations contained in
said Section. To the best of our knowledge, there is no pending or threatened change in such
status.

The law covered by this opinion is limited to the present federal law of the United States and
the present law of the State of California. We express no opinion as to the laws of any other
jurisdiction and.no opinion regarding the statutes, administrative decisions, rules or regulations of any
county, municipality, subdivision or local authority of any jurisdiction.
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APPENDIX G
FORM OF OPINION OF AUTHORITY COUNSEL

[Closing Date]

Sacramento Regional Arts Facilities Financing Authority
Sacramento, California
E. J. De La Rosa & Co., Inc.
San Francisco, California
BNY Western Trust Company
San Francisco, California
Re:

Sacramento Regional Arts Facilities Financing Authority
Series 2002 Certificates of Participation

Ladies and Gentlemen:
I am the City Attorney for the City of Sacramento ("City"). I have been acting as counsel for
the Sacramento Regional Arts Facilities Financing Authority ("Authority") in connection with the
issuance and delivery of the Sacramento Regional Arts Facilities Financing Authority Series 2002
Certificates of Participation. This opinion is furnished to you in connection with the Certificate
Purchase Contract dated as of August L1, 2002 ("Purchase Contract") between the City, the
Authority, and County of Sacramento, on one hand, and E. J. De La Rosa & Co., Inc. of the
"Underwriter," on the other hand, providing inter alia, the purchase of L^ ($00,000,000)
aggregate principal amount of the Certificates. The Certificates are being issued pursuant to Trust
Agreement, dated as of August 1, 2002 the ("Trust Agreement") by and among the Authority, the city,
the county and BNY Western Trust Company, as trustee. Unless otherwise defined herein, or the
context otherwise requires, capitalized terms used herein shall have the respective meanings ascribed to
them in the Trust Agreement or, if not defined in the Trust Agreement, in the Purchase Contract.
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This opinion is governed by, and shall be interpreted in accordance with, the Legal Opinions
Accord ("Accord") included in the Third-Party Legal Opinion Report of the ABA Section of Business
Law (1991). This opinion is also governed by, and shall be interpreted in accordance with, the
"California Provisions" as defined in the Business Law Section of the State Bar of California Report on
the Third-Party Legal Opinion Report of the ABA Section of Business Law (dated May 1992). As a
consequence, it is subject to a number of qualifications, exceptions, definitions, limitations on coverage,
understandings and other matters, all as more particularly described in the Accord and the California
Provisions, and this opinion must be read in conjunction therewith.
Based upon an examination of such information, papers, and documents as I deemed necessary
or advisable to enable me to render this opinion, including the Constitution and laws of the State of
California, together with the governing instruments, ordinances and public proceedings of the
Authority, at and as of the date of this letter, I am of the opinion that:
The Authority is a joint exercise of powers authority duly organized and
1.
validly existing under and by virtue of the laws of the State of California with full right, power and
authority to deliver the Certificates and to apply the proceeds to finance the Project as described and
defined in the Official Statement of the Authority, dated August _, 2002, relating to the Certificates
(which, including all appendices thereto, is herein called the " Official Statement").
The Authority Resolution was duly adopted by the Authority at a meeting duly
2.
called and held pursuant to law and with all public notice required by law and at which a quorum of the
Board of Directors of the Authority was present and acting throughout and the Authority Resolution has
not been amended, modified or repealed and is in full force and effect.
To my current actual knowledge and after reasonable investigation, which did
3.
not include the review or search of federal, state or other court records, except as disclosed in the
Official Statement, there is no action, suit, proceeding or investigation at law or in equity before or by
any court, public board or body, pending, with respect to which the City has been served with process
or, to my current actual knowledge after reasonable investigation (which did not include a review or
search of Authority records or interview with Authority personnel other than those directly and
immediately connected with the financing for the_ Project),_ overtly threatened against the Authoritywhich would materially and adversely impact the Authority's ability to complete the transactions
described in and contemplated by the Official Statement, or to restrain or enjoin the payments under the
Legal Documents (as defined in the Purchase Contract) or in any way contesting or affecting the
validity or enforceability of the Legal Documents to which the Authority is a party, the Authority
Resolution or the Certificates or the transactions relating to the Project as described and defined in the
Official Statement.
To the current actual knowledge of the Authority after reasonable investigation,
4.
which did not include the _review or search of federal, state or other court records, or the review or
search of Authority records other than those directly and immediately connected with the Project and
the financing therefore, neither the execution and delivery of the Legal Documents to which the
Authority is a party, the adoption of the Authority Resolution and the approval of the Official
Statement, nor the consummation of the transactions contemplated hereby and thereby, and compliance
with the provisions thereof and hereof, under the circumstances contemplated thereby, conflicts with or
results in a breach of or default under the Legal Documents or any law, administrative regulation, court
decree, resolution, charter, by-laws or other agreement to which the Authority is subject or by which it
or any of its property is bound.
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The Legal Documents to which the Authority is a party have been duly
.
5.
authorized, executed and delivered by the Authority and, assuming due authorization, execution and
delivery by the other parties thereto, constitute valid and binding agreements of the Authority,
enforceable in accordance with their respective terms, except as enforcement thereof may be limited by
bankruptcy, insolvency, reorganization, moratorium, or similar laws or equitable principles relating to
or limiting creditors' rights generally and by the application of equitable principles if equitable
remedies are sought and by the, limitations on legal remedies imposed on actions against public entities
in the State of California.
No authorization, approval, consent, or other order of the State of California or
6.
any other governmental authority or agency within the State of California, other than the Authority's
Board of Directors, is required for the valid authorization, execution and delivery of the 'Legal
Documents to which the Authority is a party and the approval of the Official Statement.
7.
Except with respect to any permit, license or approval heretofore obtained and
in full force and effect, or except as otherwise disclosed in. the Official Statement, no authorization,
approval, consent or other order. of the State, of California or any other governmental authority or
agency of the State of California is required to be obtained by the Authority which if not obtained
would have an adverse effect on the ability of the Authority to perform its obligations under the Legal
Documents to which the City is a party.
Based upon examinations which I have made and my discussions in
8.
conferences with certain officials of the Authority and others with respect to the Official Statement, andd'
without having undertaken to determine independently the accuracy, completeness or fairness of the
statements contained in the Official Statement (including the Appendices attached thereto), no
information has come to my attention which would lead me to believe that the information in the
Official Statement relating to the Authority and its obligations under the Legal Documents contains any
untrue statement of a material fact or omits to state a material fact necessary to make the statements
therein, in the light of the circumstances under which they were made, not misleading.

Very truly yours,
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APPENDIX H
FORM OF OPINION OF CITY ATTORNEY

[Closing Date]

Sacramento Regional Arts Facilities Firiancing Authority
Sacramento, California
E. J. De La Rosa & Co., Inc.
San Francisco, California
BNY Western Trust Company
San Francisco, California
Re:

Sacramento Regional Arts Facilities Financing Authority
Series 2002 Certificates of Participation

Ladies and Gentlemen:
I am the City Attorney for the City of Sacramento ("City"). I have been acting for the City in
connection with the issuance and delivery of the Sacramento Regional Arts Facilities Financing
Authority ("Authority") Series 2002 Certificates of Participation (the "Certificates"). This opinion is
furnished to you in connection with the Certificate Purchase Contract dated as of August [_1, 2002
("Purchase Contract") between the City, the Authority, and County of Sacramento, on one hand, and E.
J. De La Rosa & Co., Inc. of the "Underwriter," on the other hand, providing inter alia, the purchase of
1^ ($00,000,000) aggregate principal amount of the Certificates. The Certificates are being
issued pursuant to Trust Agreement, dated as of August 1, 2002 the ("Trust Agreement") by and among
the Authority, the city, the county and BNY Western Trust Company, as trustee. Unless otherwise
defined herein, or the context otherwise requires, capitalized terms used herein -.shall have the respective
meanings ascribed to them in the Trust Agreement or, if not defined in the Trust Agreement, in the
Purchase Contract.
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This opinion is governed by, and shall be interpreted in accordance with, the Legal Opinions
Accord ("Accord") included in the Third-Party Legal Opinion Report of the ABA Section of Business
Law (1991). This opinion is also governed by, and shall be interpreted in accordance with, the
"California Provisions" as defined in the Business Law Section of the State Bar of California Report on
the Third-Party Legal Opinion Report of the ABA Section of Business Law (dated May 1992). As a
consequence, it is subject to a number of qualifications, exceptions, definitions, limitations on coverage,
understandings and other matters, all as more particularly described in the Accord and the California
Provisions, and this opinion must be read in conjunction therewith.
Based upon an examination of such information, papers, and documents as I deemed necessary
or advisable to enable me to render this opinion, including the Constitution and laws of the State of
California, together with the governing instruments, ordinances and public proceedings of the
Authority, at and as of the date of this letter, I am of the opinion that:
.(1)
The City'is a charter city, duly organized and validly existing under the Constitution
and the laws of the State of California.
(2)
The City Resolution was duly adopted by the City Council of the City at a meeting
which was called and held pursuant to law and with all public notice required by law and at which a
quoruin was present and acting throughout and the City Resolution has not been amended, modified or
repealed and is in full force and effect.
To the current actual knowledge of counsel and after reasonable investigation, which
(3)
did not include the review or search of federal, state or other court records, except as disclosed in the
Official Statement, there is no action, suit, proceeding or investigation at law or in equity before or by
any court, public board or body, pending, with respect to which the City has been served with process
or, to the current actual knowledge of such counsel after reasonable investigation (which did not include
a review or search of City records or interview with City personnel other than those directly and
immediately connected with the financing for the Project), overtly threatened against or affecting the
City which would materially and adversely impact the City's ability to complete the transactions
described in and contemplated by the Official Statement, or to restrain or enjoin the payments under the
Sublease Agreement or in any. way contesting or affecting the validity or enforceability of the Legal
Documents to .which .the City is a party, the City Resolution or the Certificates or the transactions
relating to the Project as described and defined in the^ Official Statement;
To the current actual knowledge of the City after reasonable investigation, which did
(4)
not include the review or search of federal, state or other court records, or the review or search of City
records other than those directly and immediately connected with the Project and the financing therefor,
neither the adoption of the City Resolution, the Joint Exercise of Powers Agreement effective as of
April 11, 2002 between the County and the City and the execution and delivery of the Legal Documents
to which the City is a party, nor the consummation of the transactions contemplated hereby and thereby,
conflicts with, or results in a breach of or default under, the Legal Documents or any agreement, bond,
note or other instrument to which the City is a party, the City Resolution or any law, administrative
regulation, court decree, resolution, charter, by-laws or other agreement to which the City is subject or
by which it or any of its property is bound.
The Legal Documents to which the City is a party have been duly authorized, executed
(5)
and delivered by the City and, assuming due authorization, execution and delivery by the other parties
thereto, constitute, valid and binding agreements of the City, enforceable in accordance with their
H-2
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respective terms, except as enforcement thereof may be limited by bankruptcy, insolvency,
reorganization, moratorium, or similar laws or equitable principles relating to or limiting creditors'
rights generally and by the application
of equitable
principles if equitable remedies are sought and by
_
_. ,.. - .
the limitations on legal remedies-imposed on actions against public entities in the State of California.
No authorization, approval, consent, or other order of the State of California or any
(6)
other governmental authority or agency within the State of California; other than the City Council, is
required for the valid authorization, execution and delivery of the Legal Documents to which the City is
a party and the approval of the Official Statement.
Except with respect to any permit, license or approval heretofore obtained and in full
(7)
force and effect, or except as otherwise disclosed in the Official Statement, no authorization; approval,
consent or other order of the State of California or any other governmental authority or agency of the
State of California is required to be obtained by the City which if not obtained would have an adverse
effect on the ability of the City to perform its obligations under the Legal Documents to which the City
is a party; and
Based upon examinations which such counsel has made and his discussions in
(8)
conferences. with certain officials of the City and others with respect to the Official Statement, and
without having undertaken to determine independently the accuracy, completeness or fairness of the
statements contained in the Official Statement (including the Appendices attached thereto), nothing has
come to the attention of the attorney rendering legal services to the City which would lead such attorney
to believe that the Official Statement (except that no opinion need be expressed with respect to any
financial, statistical, demographic or economic data; or forecasts, numbers, charts, estimates,
projections, assumptions, or expressions of opinion; or any information about the County, CMT, DTC
or the book entry system; or any information provided by the Underwriter for inclusion therein)
contains an untrue statement of a material fact or omits to state a material fact necessary to make the
statements therein, in the light of the circumstances under which they were made, not misleading.
Very truly yours,

H-3
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HD&W Draft - 7/10/02
CONTINUING DISCLOSURE CERTIFICATE
This' ,Continuing Disclosufe Certificate (the "Disclosure Certificate") -is executed and delivered
by the City, of Sacramento (the "City") in connection with the issuance of $
Sacramento
Regional Arts Facilities Financing Authority, Series 2002 Certificates. of Participation (the
"Certificates"). The Certificates will be executed and delivered pursuant to that certain Trust Agreement,
dated as of August '1, 2002 (the "Trust Agreement") by and among the Sacramento Regional Arts
Facilities Financing Authority (the "Authority"), the City, the County and BNY Western Trust Company,
as trustee (the "Trustee"). The County, of Sacramento, the City of Sacramento and the Authority have
entered into a Sublease Agreement, dated as of. August 1, 2002 (the "Sublease Agreement") and in
connection therewith the City covenants and agrees as follows:
Purpose of the Disclosure Certificate. This Disclosure Certificate is being
SECTION 1.
executed and delivered by the City for the benefit of the Holders and Beneficial Owners of the
Certificates and in order 'to assist the Participating Underwriters in complying with Securities and
Exchange Commission ("S.E.C.") Rule 15c2-12(b)(5).
Definitions. In addition to the definitions set forth in the Trust Agreernent, which
SECTION 2.
apply to any capitalized term used in this Disclosure Certificate unless otherwise defined in this Section,
the following capitalized terms shall have the following meanings.
"Annual Report" shall mean any Annual Report provided by the City pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Certificate.
"Beneficial Owner" shall mean any person that has or shares the power, directly or indirectly, to
make investment decisions concerning ownership of any Certificates (including persons holding
Certificates through nominees, depositories or other intermediaries).
"Dissemination Agent" shall mean the City, acting in the capacity as Dissemination Agent
hereunder, or any successor Dissemination Agent designated in writing by the City and that has filed
with the City a written acceptance of such designation.
"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.
""National Repository" shall mean any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule. The National Repositories currently approved by the Securities and
Exchange Commission can be obtained at http;//www.sec.gov/consumer/nrmsir.htm.
"Official Statement" shall mean the official statement relating, to the Certificates, dated. August
_, 2002..
"Participating Underwriters" shall mean- any of the original underwriters of the Certificates
required to comply with the Rule in connection with the offering of.the Certificates.
"Repository" shall mean each National Repository and each State Repository.
"Rule" shall mean ^ Rule 15c2-12(b)(5) adopted'by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.
"State" shall mean the State of California.
1
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"State Repository" shall mean any public or private repository or entity designated by the State as
the state repository for the purpose of the Rule and recognized as such by the Securities and Exchange
Commission. As of the date of this Certificate, there is no State Repository.
SECTION 3.- . Provision of Annual Reports.
The City shall, or shall cause. the Dissemination Agent to, not later than the last day of
(a)
the ninth month following the end of the,City's fiscal year (which fiscal year currently ends on June 30),
commencing with the report for the 2001-2002 fiscal year, provide to each Repository an Annual Report
that is consistent with the requirements of Section 4 of this Disclosure Certificate. The Annual Report
may be-submitted as a single document or, as separate documents comprising a package, and may cross reference other information as provided in Section 4 of this Disclosure Certificate; provided that the
audited financial statements of the City may be submitted separately from the balance of the Annual
Report and later than the date required above for the filing of the Annual Report if they are not available
by that date. If the City's fiscal year changes, it shall give notice of such change in the same manner as for
a Listed EvenYunder Section 5(c).
Not later'than fifteen (15) Business Days prior to said date, the City shall provide the
(b) •,
Annual Report to the Dissemination Agent (if other than the City). If the City is unable to provide to the
Repositories an Annual Report by the date required in subsection (a), the City shall send a notice to each
Repository, the Municipal Securities Rulemaking Board and the State Repository, if any, in substantially
I
the form attached as Exhibit A.
(c)

The Dissemination Agent shall:

(i)
determine each year prior to the date for providing the Annual Report the name
and address of each National Repository and the State Repository, if any; and
(ii)
(if the Dissemination Agent -is other than the City), file a report with the City
certifying that the Annual Report has been provided pursuant to this Disclosure Certificate,
stating the date it was provided and listing all the Repositories to which it was provided. .
SECTION 4. ' Content of Annual Reports. The City's Annual Report shall contain or include
by reference the -following-,
1 The Comprehensive Annual Financial Report of the City and, to the extent not
1.
contained in said Report or if said Report is no longer being prepared, the audited financial
statements of the City for the most recently completed fiscal year; prepared in accordance with
generally accepted accounting principles as promulgated to apply to governmental entities from
time to time by the Government Accounting Standards Board. If the City's audited financial
statements are not available at the time the Annual Report is required to be filed pursuant to
Section 3(a), the Annual Report shall. contain unaudited financial statements in a format similar
to the financial statements contained in the Official Statement, and the audited financial
statements shall be filed in the same manner as the Annual Report when they become available.
2.

The Annual Budget of the City for the current fiscal year.

An update of the information contained in Tables B-1-1; B-1-2, B-1-1and B-1-5
3.
in the Official Statement substantially in the form of the table by that name included in Appendix
B-1 to the Official Statement, for the most recently completed fiscal year.

2
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Any or all of the items listed above may be included by specific reference to other documents,
including official statements of debt issues of the City or related public entities, which have been
submitted to each of the Repositories or the Securities and Exchange Commission. If the document
included by reference is a final official statement, it must be available from the Municipal Securities
Rulemaking Board. The City shall clearly identify each such other document so inclUdedby reference.

SECTION 5.

Reporting of Significant Events.

Pursuant to the provisions of this Section 5, the City shall give, or cause to be given,
(a)
notice of the-occurrence of any of the following events with respect to the Certificates, if material:
1.

principal and interest payment delinquencies;

2.

non-payment related defaults;

3,.

modifications to rights of Bondholders;

4.

optional, contingent or unscheduled bond calls;

5.

defeasances;

6.

rating changes;

7.

adverse tax opinions or events affecting the tax-exempt status of the Certificates;

8.

unscheduled draws on the debt service reserves reflecting financial difficulties;

9:

unscheduled draws on the credit enhancements reflecting financial difficulties;

10.*

substitution of the credit or liquidity providers or their failure to perform; or

11.

release, substitution or sale of property securing repayment of the Certificates.

-

Whenever the City obtains knowledge of the occurrence of a Listed_ Event,- the City shall
_(b)
as soon as possible determine if such event would be material under applicable federal securities laws.
If the City determines that knowledge of the occurrence of a Listed Event would be
(c)
material under applicable federal securities laws, the City shall promptly file a notice of such occurrence
with the. Miznicipal Securities Rulemaking Board and the Repositories. Notwithstanding the foregoing,
notice of Listed Events described in subsections (a)(4) and (5) need not be given under this subsection
any earlier than the notice (if any) of the underlying event is given to Holders of affected Certificates
°
pursuant to the Trust Agreement.
SECTION 6.
Termination of Reporting Obligation. The City's obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of
all of the Certificates. If such termination occurs prior to the final maturity of the Certificates,.the City
shall give notice of such termination in the same manner as for a Listed Event under Section 5(c).
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SECTION 7.
Dissemination Agent. The City may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Cer tificate,.and may
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent.
The Dissemination Agent shall not be responsible in any manner for the content of any notice or report
prepared by the City pursuaiit to this Disclosure Certificate. The-initial Dissemination Agent shall be the
City.
Amendment: Waiver. Notwithstanding any other provision of this Disclosure
SECTION 8.
Certificate, the City may amend this Disclosure Certificate, and any provision of this Disclosure
Certificate may be waived, provided that the following conditions are satisfied:
If the amendment or waiver relates to the provisions of Sections 3(a), 4,
(a)
or 5(a), it may only be made in connection with a change in circumstances that arises
from a change in legal requirements, change in law, or change in the identity, nature or
status of an obligated person with respect to the Certificates, or the type of business
conducted;
(b)
The undertaking, as amended or taking into account such waiver, would,
in the opinion of nationally recognized bond counsel, have complied with the
requirements of the Rule at the time of the original issuance of the Certificates, after
taking into account any amendments or interpretations of the Rule, as well as any change
in circumstances; and
(c)
The. amendment or waiver either (1) is approved by the Holders of the
Certificates in the same manner as provided in the Trust Agreement for amendments to
the Trust Agreement with the consent of Holders, or (ii) does"not, in the opinion of
nationally recognized bond counsel, materially impair the interests of the Holders or
Beneficial Owners of the Certificates.
In the event of any amendment or waiver of a provision of this Disclosure Certificate, the City
shall describe such amendment in the next Annual Report, and shall include, as applicable, a narrative
explanation of the reason for the amendment-or. waiver and its impact on the type (or.in the case of a
change of accounting principles, on the presentation) of financial information or operating data being
presented by the City. In-addition, if the amendment relates to the accounting principles to be followed in
preparing financial statements, (i) notice of such change shall be given in the same manner as for a Listed
Event under Section'5(c), and (ii) the Annual Report for the year in which the change is made should
present a comparison (in narrative form and also, if feasible, in quantitative form) between the financial
statements as prepared on the basis of the new accounting principles and those prepared on the basis of
the former accounting principles.
SECTION 9.
Additional Information. Nothing in this Disclosure Certificate shall be deemed
to prevent the City from disseminating any other information, using the means of dissemination set forth
in this Disclosure Certificate or any other means of communication, or including any other information in
any Annual Report or notice of occurrence of a Listed Event, in addition to that which is required by this
Disclosure Certificate. If the City chooses to include any information in any Annual Report or notice of
occurrence of a Listed Event in addition to that which is specifically required by this Disclosure
Certificate, the City shall have no obligation under this Certificate to update such information or include
it in any future Annual Report or notice of occurrence of a Listed Event.,
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SECTION 10. Default. In the event of a failure of the City to comply with any provision of this
Disclosure Certificate, any Holder or Beneficial Owner of the Certificates may take such actions as may
be necessary and appropriate, including seeking mandate or specific performance by court order, to cause
the City to comply with its obligations under this Disclosure Certificate. A default under this Disclosure
{Certificate-shall-not -be° deemed an Event of Default under the Trust Agreement `and-tlie sole remedy
under this Disclosure Certificate in the event of any failure of the City to comply with this Disclosure
Certificate shall be an action to compel performance.
SECTION 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in this Disclosure, Certificate,, and the City
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents,
harmless against any loss, expense and liabilities that it may incur arising out of or in the exercise or
performance of its powers and duties hereunder, including the costs and expenses (including attorneys
fees) of defending against any claim of liability, but excluding liabilities due to the Dissemination
Agent's negligence or willful misconduct. The obligations of the City under this Section shall survive
resignation or removal of the Dissemination Agent and payment of the Certificates.
SECTION 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
City, the Participating Underwriters and Holders and Beneficial Owners from time to time of the
Certificates, and shall create no rights in any other person or entity.

Date: August

, 2002
CITY OF SACRAMENTO

By:
City Treasurer
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EXHIBIT A
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

City of Sacramento

Name of Obligated Party:
Name of Issue:

Sacramento Regional Arts Facilities
Financing Authority, Series 2002 Certificates of
Participation

Date of Issuance:

August

, 2002

NOTICE IS HEREBY GIVEN that the City has not provided an Annual Report with respect, to
the above-named, Certificates as required by Section 3 of the Continuing Disclosure Certificate, dated as
of August
, 2002. [The City anticipates that the Annual Report will be filed by
" .
^
Dated:

CITY OF SACRAMENTO

By:
City Treasurer

cc: BNY Western Trust Company.
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OH&S
DRAFT # 8
7/3/02
EAMENDMENT AND SUPPLEMENT TO FUNDING AGREEMENT
This Amendment and Supplement to Funding Agreement, dated as of August 1,
'2002 (this "Supplement Agreement"), by and among the CITY OF SACRAMENTO, a municipal
corporation and charter city organized and existing under the laws of the State of California (the
"City"), the COUNTY OF SACRAMENTO, a political subdivision organized and existing under
the laws of the State of California (the "County"), the SACRAMENTO THEATRE COMPANY, a
nonprofit public benefit corporation organized and existing under the laws of the State of California
("STC') and the CALIFORNIA MUSICAL THEATRE (as successor to the Sacramento Light
Opera Association), a nonprofit public benefit corporation organized and existing under the laws of
the State of California ("CvII"),

WITNESSETFL•
WHEREAS, the City, the County, STC and CMT (STC and CMT are collectively
sometimes referred to herein as the "Arts Partnership") previously entered into that certain Funding
Agreement, dated as of May 1, 1997 (the "Original Funding Agreement"), pursuant to which the
parties set forth the terms of continued funding from the City and the County to the Arts
Partnership, the conditions under which such funding may be used by the Arts Partnership and the
purposes for which such funding may be used; and
WHEREAS, the Sacramento Regional Arts Facilities Financing Authority, a joint
exercise of powers authority organized and existing under the laws of the State of California (the
"Authority'), created by the City and County, intends to assist in the financing and refinancing of
the acquisition, construction, improvement, renovation and equipping of certain theatre facilities
(the "Project") located at the H Street Site and 1422 G Street, Sacramento, California (the "G Street
Site," and together with the H Street Site, the "Sites") by delivering those certain Certificates of _
Participation, Series 2002 (the "Certificates") pursuant to that certain trust agreement, dated as of
August 1, 2002 (the "Trust Agreement"), by and among the Authority, the City, the County and
BNY Western Trust Company, as trustee (the "Trustee"); and
WHEREAS, the City Council of the City and the Board of Supervisors of the
County conceptually approved the Project on October 5, 1999 and September 27, .1999,
respectively,
WHEREAS, all existing leases on the Sites will be terminated simultaneously with
the execution and delivery of the Site Lease Agreements, the Sublease Agreement, the Facility Lease
Agreement and the Sub-Facility Lease Agreement (as each are defined below); and
WHEREAS, CMT intends to lease the G. Street Premises (as defined in the Site
Lease Agreement I, defined below) to the Authority pursuant to that certain site lease agreement,
dated as of August 1, 2002 (the "Site Lease Agreement I"), by and between CTVIT and the Authority,
and
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WHEREAS, the City and the County intend to lease the H Street Premises (as
defined in the Site Lease Agreement II, defined below) to the Authority pursuant to that certain site
lease agreement, dated as of August 1, 2002 (the "Site Lease Agreement II," and together with the
Site Lease Agreement -I-, the "Site Lease Agreements"), by and among the City, the County and the
Authority; and
WHEREAS, the Authority intends to lease the G Street Premises and the H Street
Premises (together, the "Premises") to the City and the County, as tenants-in-common, pursuant to
that certain sublease' agreement, dated as of August 1, 2002 (the "Sublease Agreement"), by and
among the City, the County and the Authority; and
WHEREAS, the City and the County, as tenants-in-common, intend to lease the
Premises to CNFI' pursuant to that certain facility lease agreement, dated as of August 1, 2002 (the
"Facility Lease Agreement"), by and among the City, the County and CMT; and
WHEREAS, under the Facility Lease Agreement, CMT is obligated to make, among
other payments, Base Rental Payments (as defined in the Facility Lease Agreement) in an amount
equal to debt service with respect to the Certificates; and
WHEREAS, under the Sublease Agreement, the City and the County are obligated
to make, among other payments, Sublease Payments (as defined in the Sublease Agreement) in an
amount equal to debt service with respect to the Certificates; and
WHEREAS, the obligations of the City and the County to pay the Sublease
Payments under the Sublease Agreement will be credited (subject to the provisions of the Sublease
Agreement)- to the extent that the Trustee receives Base Rental Payments from CMT under the
Facility Lease Agreement and deposits such amounts in the Interest Fund and the Principal Fund
under the Trust Agreement, and to the extent that Base Rental Payments received under the Facility
Lease Agreement are insufficient to pay debt service with respect to the Certificates, the City and the
County will pay any deficiency in the proportion of fifty percent (50%) each; and
WHEREAS, CMT intends to lease the H Street Premises to STC pursuant to that
certain sub-facility lease agreement, dated as of August 1, 2002 (the "Sub-Facility Lease
Agreement"), by and between CMT and STCy and
WHEREAS, the financing of the Project involves, among other things, the use of
funds from the HTP FUND (as defined in the Original Funding Agreement) for (1) the payment of
Sublease Payments required under the Sublease Agreement, (2) the payment of construction costs
for the Project, (3) the payment of costs of delivery of the- Certificates, and (4) to fund a
supplemental reserve fund for the Certificates; and
WHEREAS, the Original Funding Agreement provides that disbursal of funds from
the HTP FUND is contingent upon the Arts Partnership's securing, prior to any expenditures from
this fund, matching funding equal, on a dollar-for-dollar basis, to the City and County contributions;
and

WHEREAS, the City and the County have decided that it is in the best interests of
the community that the requirement for matching funds in the Original Funding Agreement be

CADocuments and Settings\aslVviy Documents\DOCSSCI-#257787-v9-Supplement_to_Funding_Agreement.DOC

'

A-2

eliminated for any funds paid from the HTP Fund; and
WHEREAS, the City and the County have decided that it is in the best interests of
the community that CIVITs payment of the Base Rental Payments (as- defined in the Sublease
Agreement) constitute the matching funds required by the Original Funding Agreement; and
WHEREAS, the parties intend that the Certificates be repaid by, among other
amounts, the City's and the County's contributions to the HTP FUND as provided herein; and
WHEREAS, the City, the County and the Arts Partnership desire to set forth certain
of the terms and conditions upon which the financing of the Project will occur in this Supplement
Agreement; and
WHEREAS, all acts, conditions and things required by law to exist, to have
happened and to have been performed precedent to and in connection with the execution and
delivery of this Supplement Agreement do exist, have happened and have been performed in regular
and due time, form and manner as required by law, and the parties hereto are now duly authorized
to execute and enter into this Supplement Agreement;

NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND OF
THE MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR
OTHER VALUABLE CONSIDERATION, THE PARTIES HERETO HEREBY AGREE AS
FOLLOWS:
Section 1.
Definitions. All capitalized terms used but not defined in this
Supplement Agreement (including the recitals hereof) shall have the meanings given in the Original
Funding Agreement.
Section 2.
Supplement to Original Funding Agreement. The parties hereby
agree that this Supplement Agreement supplements and amends the Original Funding Agreement
(as so supplemented and amended, the "Funding Agreement"). -The terms and provisions of the
Original Funding Agreement are incorporated herein by this reference and the terms and provisions
of this Supplement Agreement and the Original Funding Agreement shall be read and construed as
one instrument. To the extent of any irreconcilable conflict between the terms or provisions of this
Supplement Agreement and the Original Funding Agreement, the terms and provisions of this
Supplement Agreement shall control.
Section 3.
Payments from. = FUND. The parties hereto agree to allow the
use of all the funds of the H'TT? FUND for (1) the payment of Sublease Payments required under the
Sublease Agreement, (2) the payment of construction costs for the Project, (3) the payment of costs
of delivery of the Certificates, and (4) to fund a supplemental reserve fund for the Certificates.
(a)
Payment for Sublease Payments. (1) After the Certificates are delivered, the
City shall, subject to annual appropriation, deposit directly with the Custodian, instead of into the
H'IP Fund on each October 1, commencing October 1, 2002, sixty-six thousand dollars and no
cents ($66,000.00) until 2020 or the Certificates are paid in full, whichever is earlier.
(2)

After the Certificates are delivered, the County shall, subject to
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annual appropriation, deposit directly with the Custodian, instead of into the HTP Fund on each
October 1, commencing October 1, 2002, sixty-six thousand dollars and no cents ($66,000.00)
until 2020 or the Certificates are paid in full, whichever is earlier.
(b)
Payment of Construction Costs of Project. The City and the County may
use amounts in the HTP Fund to pay construction costs of the Project.
Payment of Costs of Delivery of the Certificate. The City and the County
(c)
may use amounts in the HTP Fund to pay costs of delivery of the Certificates.
Supplemental Reserve Fund for the Certificates. After the Certificates are
(d)
delivered, CMT shall deposit directly into the HTP Fund $200,000 to bring the balance of the HTP
Fund earmarked for the construction of the Project to $450,000. This $450,000 shall be used to
cover construction overruns after the construction contingency based on the construction contract
for the Project has been exhausted. After the Project is completed, the $450,000 or the balance of
such funds shall remain on deposit in the HIP Fund for use, if needed, to pay debt service with
respect to the Certificates until the amount on deposit in the Collateral Account under the Control
Agreement is at least equal to the next two annual debt service payments with respect to the
Certificates. At that time, the $450,000, or balance thereof, will be refunded to CMT.
Matching Funds. The Original Funding Agreement provides that
Section 4.
disbursal of funds from the HTP FUND shall be contingent upon the Arts Partnership's securing,
prior to any expenditures from this fund, matching funding equal, on a dollar-for-dollar basis, to the
City and County contributions. The City and the County have decided that it is in the best interests
of the community that prior to the delivery of the Certificates the requirement for matching funds in
the Original Funding Agreement be eliminated for any funds paid from the HTP Fund. The City
and the County have decided that it is in the best interests of the community that after the delivery
of the Certificates, CMT's payment of the Base Rental Payments constitute the matching funds
required by the Original Funding Agreement. The annual capital reserve account contributions
from STC of $15,000 and CMT of $5,000 will still be required for the term of the Original Funding
Agreement as amended by this Supplemental Agreement.
California Musical Theatre Roof and HVAC Repair and Replacement
Section 5.
Fund. CMT agrees to deposit monies to fund a reserve for payment of the cost of required roof or
HVAC replacemerit, maintenance, or repairs for both the H Street and G Street facilities. CMT
shall annually, commencing July 1, 2002 and thereafter on each July 1 for a twenty-five year period,
deposit into a separate City held fund the sum of $25,000.00.
These funds shall be used only for roof and HVAC replacement, maintenance, and
repairs in excess of $25,000 per event. The H Street Capital Reserve Account shall be used to fund
replacement, maintenance, and repairs that are less than $25,000 per event. For purposes of this
section, "event" means an individual occurrence that requires CMT to engage a qualified contractor
in order to accomplish the replacement, maintenance, or repair, or a routine annual (or other regular
interval) need for replacement, maintenance, or repair.
CMT shall submit to City a written request for the use of funds held in the reserve
account. The request shall be deemed approved unless City disapproves the request in writing within
thirty (30) days from actual receipt of CMT's request. If the City approves the request, the City shall
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within thirty days pay the amount set forth in the request from funds held in the reserve account,
upon receipt of invoices from CMT, for qualified replacement, maintenance, or repairs.
The requirement to deposit these funds ends twenty-five years after the first-deposit.
Any remaining balance of the funds after the twenty-five year period will be used for future HVAC
and roof repairs and maintenance at either the G or H Street facilities until the funds are exhausted.
After twenty-five years, the funds may to be used for events less than $25,000, until the funds are
exhausted.
Section 6.
Capital Reserve Account. STC shall annually, on or before June 30,
2002, and annually thereafter, deposit into a special interest-bearing capital reserve account
controlled by City the sum of $15,000.00. CMT shall annually deposit $5,000 into the capital reserve
account. The capital reserve account shall be used toward STC's and CMT's contribution to
extraordinary and substantial repairs and replacements of the facilities used by both STC and CMT
above and beyond regularly scheduled maintenance of the premises and the structures thereon.
Section 7. Designees. Whenever it refers to the City Manager or the County
Executive in the Funding Agreement, it shall also include the designees of the City Manager and the
County Executive.
Section 8.
Extension of Term. The term of the Funding Agreement shall be
extended to the date of final maturity or certificate payment date for the Certificates, but in no event
later than fiscal year 2024-2025; provided, that if the Certificates are not delivered, the term of the
Funding Agreement shall end on May 6, 2007.
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IN WITNESS WHEREOF, the parties have caused this Amendment and
Supplement to Funding Agreement to be executed and delivered by their duly authorized officers as
of the date first above written.

CITY OF SACRAMENTO

By
Authorized Representative
Attest:

Clerk

Approved as to Form:

Assistant City Attorney

COUNTY OF SACRAMENTO

_By
Authorized Representative
Attest:

Clerk

Approved as to Form:

Deputy County Counsel
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SACRAMENTO THEATRE COMPANY

By
Authorized Representative

CALIFORNIA MUSICAL THEATRE

By
Authorized Representative
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by and among
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BNY WESTERN TRUST COMPANY, as Trustee,.
the CITY OF SACRAMENTO and the COUNTY OF SACRAMENTO
and the
CALIFORNIA MUSICAL THEATRE
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CONTROL AGREEMENT
This CONTROL AGREEMENT (this "Control Agreement"), dated as of August 1, 2002,
by and. among Wells Fargo Bank, N.A., a national banking association duly organized and existing
under the laws of the United States of America, as custodian hereunder (the "Custodian"), BNY
Western Trust Company, a state banking corporation organized and existing under and by virtue of
the laws of the State of California, as trustee (the "Trustee"), the CITY OF SACRAMENTO, a
municipal corporation and charter city organized and existing under the laws of the State of
California (the "City"), the COUNTY OF SACRAMENTO, apolitical subdivision organized and
existing under the laws of the State of California (the "County" and together with the City, the
"Secured Parties"), and the CALIFORNIA MUSICAL THEATRE, 'a nonprofit public - benefit
corporation organized and existing under the laws of the State of California ("CMT");

. WITNESSETH
WHEREAS, the Sacramento Regional Arts Facilities Financing Authority (the "Authority")
intends to assist in the financing and refinancing of the acquisition, construction, improvement,
renovation and equipping of certain theatre facilities (the "Project") located at 1419 H Street,
Sacramento, California (the "H Street Site") and 1422 G Street, Sacramento, California (as more
particularly defined herein, the "G Street Site," and together with the H Street Site, the "Sites") by
delivering Certificates of Participation, Series 2002 (the "Certificates") pursuant to that certain trust
agreement, dated as of August 1, 2002 (the "Trust Agreement"), by and among the Authority, theCity, the County and the Trustee; and
WHEREAS, CMT has leased the G Street Premises (as , defined in, the Site Lea se
Agreement I, defined herein) to the Authority pursuant to that certain site lease agreement, dated as
of August 1, 2002,(the "Site Lease Agreement I"), by and between GM'I' and the Authority; and
^
---WHEREAS, the Secured Parties, as tenants-in-common, have leased the H Street Premises
(as defined in the Site Lease Agreement II, defined herein) to the Authority pursuant to that certain
site lease agreement, dated as of August 1, 2002 (the "Site Lease Agreement II," and together with
the Site Lease Agreement I, the "Site Lease Agreements"), by and among the'Secured Parties and
the Authority, and
WHEREAS,, the Authority has leased the G Street Premises and the H Street Premises
(together, the "Premises") to the Secured Parties, as tenants-in-common, pursuant to that certain
sublease agreement, dated as of August 1, 2002 (the "Sublease Agreement"), by and among the
Secured Parties and the Authority; and
WHEREAS, the Secured Parties, as tenants-in-common, have leased the Premises to CMT
pursuant to that certain facility lease agreement, dated as of August 1, 2002 (the "Facility Lease
Agreement"), by and among the Secured Parties and CMT; and
WHEREAS, under the Facility Lease Agreement, CMT is obligated to make, among other
payments, Base Rental Payments (as defined in the Facility Lease Agreement) in an amount equal to
C:\Documenu a^tlS6g6tigg^^ll^E}D^a^^SCl^^^l^^o14^e^ne_2
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debt service with respect to the Certificates; and
WHEREAS, under the Sublease Agreement, the Secured Parties are obligated to make,
among other payments, Sublease Payments (as'defined in the Sublease Agreement) in an amount

----and
equal to- debt service with respect to the Certificates;

-_-

WHEREAS, the obligations of the Secured Parties to pay the Sublease Payments under the
Sublease Agreement will be credited (subject to the provisions of the Sublease Agreement) to the
extent that the Trustee receives Base Rental Payments from CMT under the Facility Lease
Agreement and deposits such amounts in the Interest Fund and the Principal Fund under the Trust
Agreement, and to the extent that Base Rental Payments under the Facility Lease Agreement are
insufficient to pay debt service with respect to the Certificates, the Secured Parties will pay any
deficiency in the proportion of fifty percent (50%) each; and
WHEREAS, the parties hereto intend to establish three (3) deposit accounts under this
Control Agreement to be referred to as the Clearing Account, the'Project Related Revenue Account
and the Non-Project Related Revenue Account, to set forth the terms and conditions upon which.
the Theatre Revenues will be deposited and maintained in, and withdrawn from, the Clearing
Account, the Project Related Revenue Account and the Non-Project Related Revenue Account for
the purpose of satisfying the obligations of C1VIT to pay Rent to the Secured Parties under the
Facility Lease Agreement, and that QVIT grant to the Secured Parties a security interest in the
Clearing Account, the Project Related Revenue Account, the Non-Project Related Revenue
Account, and the proceeds thereof; and
WHEREAS, the parties hereto intend that the Secured Parties have control of the Clearing
Account, the Project Related Revenue Account and the Non-Project Related Revenue Account
within 'the meaning of California Commercial Code Section 9104 so that the Secured Parties have a
perfected security interest in the Clearing Account, the Project Related Revenue Account and the
Non-Project Related Revenue Account; and
WHEREAS, the Secured Parties also 'intend to establish a.fourth (4th) deposit account
-under this Control Agreement to-be referred-to°as the City/County HTP Contribution Account and
to set forth the term and. conditions upon which the City/County H'IT' Contributions will be
deposited and maintained in, and withdrawn from, the City/County HTP Contribution Account;
and .
WHEREAS, the parties hereto intend to establish three (3) securities accounts under this
Control Agreement to be referred to as the Clearing Investment Account, the Project Related
Revenue Investment Account and the Non-Project Related Revenue Investment Account, to set
forth the terms and conditions upon which Permitted Investments will be credited to and
transferred from the Clearing Investment Account, the Project Related Revenue Investment
Account and the Non-Project Related Revenue Investment Account for the purpose of satisfying
the obligations of CMT to pay Rent to the Secured Parties under the Facility Lease Agreement, and
that CZVIT grant to the Secured Parties a security interest in the Clearing Investment Account, the
Project Related Revenue Investment Account, the Non-Project Related Revenue Investment
Account, and the proceeds thereof; and

WHEREAS, the parties hereto :intend that the Secured Parties have control of the Clearing
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Investment Account, the Project Related Revenue Investment Account and the Non-Project
Related Revenue Investment Account within the meaning of California Commercial Code
Section 910&so that the Secured Parties have a perfected security interest in the Clearing Investment
Account, the Proiect Related Revenue Investment Account and the Non-Project Related Revenue
Investment Account; and
WHEREAS, all acts, conditions and things required by law to exist, to have happened and to
have been performed precedent -to and in connection with the execution and delivery of this Control
Agreement, do exist,.have happened and have been performed in regular and due time, form and
manner as required by law, and the parties hereto 'are now duly authorized to execute and enter into
this Control Agreement;,

NOW, THEREFORE, IN CONSIDERATION OF TFE'PREMISES AND OF TEE
MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER
'VALUABLE CONSIDERATION, THE PARTIES HERETO HEREBY AGREE AS
FOLLOWS:
Defined Terms; Interpretation. Capitalized terms defined in this Control Agreement shall
have the meanings set forth herein. Capitalized terms used but not otherwise defined herein shall
have the meanings given in Exhibit A, attached hereto and incorporated herein by this reference.
Unless the context otherwise indicates, all words expressed in the singular shall include the _
plural and vice versa, and the use of the neuter, masculine or feminine gender is for convenience
only and shall be deemed to mean and include the neuter, masculine or feminine gender, as
appropriate.
All captions or headings of the articles and sections and subsections hereof and the table of
contents hereof are solely for convenience of reference and do not constitute a part hereof and shall
not affect the meaning, construction or effect hereof.
_
..
All references herein to "Articles," "Sections" and other subsections are- to '- the

corresponding Articles,. Sections or subsections hereof, and the words " here in," hereof; » "hereby, ?_
"hereunder" and other words of similar import refer to this Control Agreement as a whole ^ and not
to any particular Article, Section or subsection hereof.
Establishment of the Clearing Account, the Project Related Revenue Account and the NonProject . Related Revenue Account; Investment; Disbursement.

CMT shall cause the Custodian to establish and maintain with itself a deposit account in the
]
name of the Secured Parties currently numbered L_] and titled {
(as such deposit account may be renumbered or retitled, the "Clearing Account"). CMT shall cause
the Custodian to establish and maintain with itself a deposit account in the name of the Secured
Parties currently numbered [_] and titled [
](as such deposit
account may be renumbered or retitled, the "Project Related Revenue Account"). CMT shall cause
the Custodian to establish and maintain with itself a deposit - account in the name of the Secured
] and titled [
Parties currently numbered [
](as such deposit
account may be renumbered or retitled, the "Non-Project Related Revenue Account"). All parties
agree that the Clearing Account, the Project Related Revenue Account and the Non-Project Related
Revenue Account are each a "deposit account" within the meaning of Division 9 of the California,
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Commercial Code. The Custodian and CMT represent, warrant and covenant that the Clearing
Account, the Project Related Revenue Account and the Non-Project Related Revenue Account are
not now, and will not at.any time be, evidenced by a certificate of deposit, passbook or instrument.
for• the
the Project Related Revenue
Account and
- -- number
.The
, ,- tax
-- identification
--=- -- -^ClearingAccount,
- - the Non-Project Related Revenue Account is [insert tax id # of CMT].
The Secured Parties instruct the Custodian to invest amounts held in the Clearing Account,
the Project Related Revenue Account and the Non-Project Related Revenue Account as provided in
Section 4.
The Custodian' shall disburse funds from the Clearing Account in accordance with
Section 6(d). The Custodian shall disburse funds from the Project Related Revenue Account and
the Non-Project Related Revenue Account in accordance with Sections 7(b). and (d).
Establishment of the City/County HIP Contribution Account; Irivestrnent; Disbursement.
The Secured Parties-shall cause the Custodian to establish and maintain with itself a deposit

] and titled
account in the name of the Secured Parties currently numbered [
[
](as such deposit account may be renumbered or retitled, the
"City/County HTP Contribution Account"). All parties agree that the City/County I-iTP
Contribution Account is a "deposit account" within the meaning of Division 9 of the. California
Commercial Code.
Amounts held in the City/County HTP Contribution Account shall be invested in Permitted
Investments as directed by the City, on behalf of the Secured Parties. In the absence of such
directions, the Custodian shall invest in Permitted Investments described in clause (6) of the
definition of Permitted Investments. All interest or gain derived from the investment of amounts in
the City/County H'I'P Contribution Account shall be deposited in the Project Related Revenue
Account.
The Custodian shall-disburse funds from the City/County HIP Contribution Account in
_- - -- -.
::
accordance with Section 7(d)
Establishment of the Clearing Investment Account, the Project Related Revenue Investment
Account and the Non-Project Related Revenue Investment Account; Permitted Investments;
Securities Intermediaa; Control.

CMT shall cause the Custodian to establish and maintain with itself a securities account in
currently numbered
the name of the Secured Parties
and titled
[
](as such securities account may be renumbered or retitled, the "Clearing
Investment Account"). C2v/IT shall cause the Custodian to establish and maintain with itself a
securities account in the name of the Secured -Parties currently numbered [
] and titled
](as such securities account may be renumbered or retitled, the "Project
[
Related Revenue Investment Account"). C1vIT shall cause the Custodian to establish and maintain
with itself a securities account in the name of the Secured Parties currently numbered [_]
and titled [
](as such securities account may be renumbered or retitled, the
"Non-Project Related Revenue Investment Account"). The tax identification number for the
Clearing Investment Account, the Project Related Investment Account and the Non-Project Related
Investment Account is [insert tax id # of CMT].
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Amounts held in the Clearing Account shall be invested by the Custodian in Permitted
Investments (except that the $100,000 deposit limitation set forth in the Permitted Investments
described in clause (8) shall not apply to amounts held under this Control Agreement) as directed by
the Caty, on behalf of the Secured Parties. In the absence of such directions, -the Custodian - shall
invest such amounts in Permitted Investments described in clause (6) of the definition of Permitted
Investments. Any Permitted Investment purchased pursuant to this paragraph shall be a financial
asset and shall be credited by the Custodian to the Clearing Investment Account. The Secured
Parties hereby direct the Custodian to deposit in the Project Related Revenue Account all interest or
gain derived from any such Permitted Investment. The Secured Parties hereby direct the Custodian
to deposit in the Clearing Account all other proceeds of any such Permitted Investment, whether
upon maturity or disposition. Any Permitted Investment purchased pursuant to this paragraph shall
mature at such a time as will permit funds to be available to make the transfers required by
Section 6(d).
Amounts held in the Project Related Revenue Account shall be invested by the Custodian in
Permitted Investments as directed by the City, on behalf of the Secured Parties. In the absence of
such directions, the Custodian shall invest such amounts in Permitted Investments described in
clause (6) of the definition of Permitted Investments. Any Permitted Investment purchased
pursuant to this paragraph shall be a financial asset and shall be credited by the Custodian to the
Project Related Revenue Investment Account. The Secured Parties hereby direct the Custodian to
deposit in the Project Related Revenue Account all interest or gain derived from any such Permitted
Investment. The Secured Parties hereby direct the Custodian to deposit in the Project Related
Revenue Account all other proceeds of any such Permitted Investment, whether upon maturity or
disposition. Any Permitted Investment purchased pursuant to this paragraph shall mature at such a
time as will permit funds to be available to make the transfers required by Section 7(d).
Amounts held in the Non-Project Related Revenue Account shall be invested by the
Custodian in Permitted Investments as directed by the City, on behalf of the Secured Parties. In the
absence of such directions, the Custodian shall invest such amounts in Permitted Investments
described in clause (6) of the definition of Permitted Investments. Any Permitted Investment
purchased .pursuant .to this paragraph shall be a financial asset and shall be credited by the Custodian
to the Non-Project Related Revenue Investment Account. The Secured Parties hereby direct the
Custodian to deposit in the Project Related Revenue Account all interest or gain derived from any
such Permitted Investment. The Secured Parties hereby direct the Custodian to deposit in the NonProject Related Revenue Account all other proceeds of any such Permitted Investment, whether
upon maturity or disposition. Any Permitted Investment purchased pursuant to this paragraph shall
mature at such a time as will permit funds to be available to make the transfers required by
Sections 7(b) and (d).
The Custodian represents and warrants that it is as of the date hereof and shall be for so
long as it is the Custodian hereunder, a corporation or national bank that in the ordinary course of
its business maintains securities accounts for others and is acting in that capacity hereunder with
respect to the Clearing Investment Account, the Project Related Revenue Investment Account, the
Non-Project Related Revenue Investment Account, and Permitted Investments. The Custodian
agrees with the parties hereto that each of the Clearing Investment Account, the Project Related
Revenue Investment Account, and the Non-Project Related Revenue Investment Account is an
account to which financial assets may be credited, and undertakes to treat the Secured Parties as
entitled to exercise the rights that comprise such financial assets. The Custodian agrees with the
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parties hereto that each item of property credited to the Clearing Investment Account, the Project
Related Revenue Investment Account, or the Non-Project Related Revenue Investment Account
shall be treated as a financial asset. The Custodian represents and covenants that it is not and will
not -be a party to any agreement that is inconsistent with the provisions of this Control Agreement.
The Custodian covenants that it will not take any action inconsistent with the provisions of this
Control Agreement applicable to it.
It is the intent of the Secured Parties and CMT that each of the Clearing Investment
Account, the Project Related Revenue Investment Account, and the Non-Project Related Revenue
Investment Account shall be a securities account of the Secured Parties and not an account of C1VTT.
Nonetheless, the Custodian agrees that, notwithstanding any other provision of this Control
Agreement, it will comply with entitlement orders originated by the City, on behalf of the Secured
Parties without further consent by the CMT or any other person or entity. The Custodian
covenants that it has not and will not agree with any person or entity other than the City, on behalf
of the Secured Parties that it will comply with entitlement orders originated by any person or entity
other than the City, on behalf of the Secured Parties.
Control of Accounts: Powers of the Custodian.

Each Collateral Account and the City/County HIP Contribution Account shall be subject
to the sole and exclusive dominion, control and discretion of the City, on behalf of the Secured
Parties, subject to the terms, covenants and conditions of this Control Agreement.
The Custodian shall have the right to make withdrawals from the Clearing Account to make
disbursements in accordance with Section 6(d). The Custodian shall have the right to make
withdrawals from the. Project Related Revenue Account, the Non-Project Related. Revenue Account
and the City/County HTP Contribution Account to make disbursements in accordance with
Sections 7(b) and (d).
Neither CMT nor any other Person claiming on behalf of or through CMT or otherwise
shall have any right or authority, whether express or implied, to make use of, or withdraw or transfer
any Theatre Revenues or any other moneys or security entitlements on deposit or credited to any
Collateral Account or the City/County HTP Contribution Account, or to give any instructions or
entitlement orders with respect to any Collateral Account, the City/County H'IT' Contribution
Account, or money, security entitlements, or other property on deposit therein or credited thereto.
Notwithstanding any other provision of this Control Agreement, the Custodian will comply
with the instructions of the City, on behalf of the Secured Parties with prior written notice to the
County, directing disposition of funds in the Clearing Account, the Project Related Revenue
Account, the Non-Project Related Revenue Account and the City/County HTP Contribution
Account without further consent by CMT or any other Person. The Custodian has not and will not
agree with any Person other than the City, on behalf of the Secured Parties with prior written notice
to the County to comply with instructions or other directions concerning the Clearing Account, the
Project Related Revenue Account, the Non-Project Related Revenue Account and the City/County
HTP Contribution Account or the disposition of funds on deposit therein originated by any Person
other than the City, on behalf of the Secured Parties with prior written notice to the County. The
Secured Parties instruct the Custodian to accept any instructions given by the Trustee to the
Custodian with respect to disposition of funds or the deposit of funds in the Project Related
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Revenue Account, the Non-Project Related Revenue Account and the City/County H'I'P
Contribution Account in accordance with Sections 7(b) and (d). The Secured Parties instruct the
Custodian to make transfers from the Clearing Account in. accordance with Section 6(d).
The Custodian is authorized and empowered to- make, execute, acknowledge and deliver any
and all documents of transfer and conveyance and other instruments that may be necessary or
appropriate to carry out the custodianship duties and powers.
Deposit and Reconciliation of Funds.

CMT hereby covenants to deposit to the Clearing Account, as soon as practicable but in no
event later than five (5) Business Days following receipt, all Theatre Revenues received directly by
C1VIT from whatever source. The Custodian will deposit to the City/County HIP Contribution
Account all City/County HTP Contributions received from either of the Secured Parties.
CM'I' shall establish and maintain merchant's accounts or similar agreements with each bank,
issuer, processor or other Person (each, a "Credit Card Company"), with respect, to the processing
of charge-card, debit card or comparable forms of payment constituting Theatre Revenues (separate
from its other receipts which are not or have not become Theatre Revenues), that require each such
Credit Card Company"to remit on behalf of CVTi' by wire transfer such Theatre Revenues directly to
the Custodian for deposit into the Clearing Account. For purposes of this Section 6(b), CMT shall
use the form of instruction letter set forth in Exhibit B attached hereto and incorporated herein by
this reference.
CMT shall immediately, instruct each Person obligated to pay Contractually Obligated
Revenues that such Contractually Obligated Revenues shall be transferred when due directly to the
Custodian for deposit into the Clearing Account. For purposes of this Section 6(c); CMT shall use
the form of instruction letter set forth in Exhibit B attached hereto.
No later than 3:00 p.m. California Time on the fifth (5th) Business. Day following the last
Business Day of each month, CM'I' shall provide the Custodian and the Secured Parties with a
written reconciliation of the funds on deposit in the Clearing Accounf as of the .last Business Dayof"
such, month for the purpose of identifying those funds on deposit in the Clearing Account which.
may be properly characterized as Project Related Revenues, and those funds on deposit in the
Clearing Account which may be properly characterized as Non-Project Related Revenues. The
Secured Parties instruct the Custodian to accept the written reconciliation from CVIT to the
Custodian for this purpose. . Upon receipt of such reconciliation, the Custodian shall transfer all
amounts on deposit in the Clearing Account which have been characterized as Project Related
Revenues to the Project Related Revenue Account and the Custodian shall transfer all amounts on
deposit in the Clearing Account which have been characterized as Non-Project Related Revenues to
the Non-Project Related Revenue Account, If no written reconciliation is provided by C1VIT to the
Custodian and the Secured Parties as specified above, the Custodian will provide written notice to
CMT that funds held in the Clearing Account will be held on deposit in the Clearing Account and
will not be transferred to the Project Related Revenue Account or the Non-Project Related Revenue
Account as provided in this Section 6(d) nor shall amounts be disbursed pursuant to Section 6(d)
until a written reconciliation is received by the Custodian.
(e)

No later than 3:00 p.m. California time on the fifth (5th) Business Day following the
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last Business- Day of each month, CMT shall provide the Secured Parties with a written
re.conciliation of the Project Related Revenues contributed by CMT by the following categories- STC Facilities Fee, CMT Facilities Fee, Naming Rights Agreement revenues, Name-a-Seat
Campaign revenues- and-CMT Supplemental Contribution (whichshall be. in the amount set forth in
the definition thereof in Exhibit A) - for the period (a) starting from the first day since the last
written reconciliation to the date indicated in such reconciliation and (b) starting from the Closing
Date to the date indicated on such reconciliation.(f)
The Custodian shall keep track of the amount of all Project Related Revenues that
have been contributed by CMT and transferred to the Project Related Revenue Account from and,
after the Closing Date (the "Cumulative Contributed Amount").
Without the prior written consent of -the Custodian and .the City, on behalf of the
(g)
Secured Parties with prior written notice to the County, no parry hereto shall (i) terminate, amend,
revoke, modify or, contradict any instruction letter delivered hereunder in any manner or (u) cause
any tenant, debtor or Credit Card Company or payor of Contractually Obligated Revenues to pay
any amount of Theatre Revenues in any manner other than as provided specifically in the applicable,
instruction letter.,
Disbursement of Funds.

All amounts on deposit in the Project Related Revenue Account shall be disbursed to the
Trustee pursuant to Section 7(d).
On the first (1st) Business Day of each month following the Business Day on which the
Custodian has received a written reconciliation from CMT in accordance with Section 6(d), the
Custodian shall disburse amounts on deposit in the Non-Project Related Account as follows in this
Section 7(b). If the Cumulative Contributed Amount in the Project-Related Revenue Account and
the Project Related Revenue Investment Account equals or exceeds the Cumulative Contribution
Requirement for. such month as- indicated on Exhibit D- attached. -hereto and =incorporated . by this
reference, all amounts on deposit in the. Non-Project
Related Revenue Account
and the Non, _.-.
_
Project Related Revenue Investment Account shall be withdrawn by the Custodian from the Non='
Project Related Revenue Account .and the.Non-Project Related Revenue Investment Account and
paid to CMT by wire transfer in accordance with the wire instructions set forth in Exhibit C
attached. hereto and incorporated by this refere nce. If the Cumulative Contributed Amount in the
Project Related Revenue Account and the Project Related Revenue Investment Account is less than
the Cumulative Contribution Requirement, for such month as indicated on Exhibit D attached
hereto, an amount equal to the amount of the deficiency (i.e. the amount . of Cumulative
Contribution Requirement less Cumulative Contributed Amount) in the Project Related Revenue
Account and the Project Related Revenue Investment Account will be retained in the Non-Project
Related Revenue Account and the Non-Project Related Revenue Investment Account and any
amounts in excess of such deficiency shall be withdrawn by the Custodian from the Non-Project
Related Revenue Account and the Non-Project Related Revenue Investment Account and paid to
CMT by wire transfer in accordance with the wire instructions set forth in Exhibit C attached
hereto.
All amounts on deposit in the City/County HTP Contribution Account shall be disbursed to
the Trustee pursuant to Section 7(d).
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On January 1 and July 1 of each year,' commencing [60 days before first IP. date after
capitalized interest ends], the Trustee shall notify the Custodian in writing of the amount required to
be transferred to the Trustee on the next succeeding March 1 and September 1, as, applicable;
On -January15 --and- July 15--of each year,
pursuant to Section=5:02 - ofthe -Trust -Agreernent
commencing [45 days before first IP date after capitalized interest ends], the Custodian will notify
the Trustee as to whether there are sufficient amounts on deposit in the City/County HTP
Contribution Account, the Project Related Revenue Account, the Project Related Revenue
Investment Account, the Non-Project Related Revenue Account and the Non-Project Related
Revenue Investment Account (in that order) to make such transfer. On February 1 and August 1 of
each year, commencing [30 days before first IP date after capitalized interest ends], the Custodian
will transfer to the Trustee first, from the City/County H'IT' Contribution Account, second, from
the Project Related Revenue Account, third, from and the Non-Project Related Revenue. Account
for deposit in the Sublease Payment Fund the amounts required on such 1VIa:rch 1 and September4
pursuant to Section 5.02 of the Trust Agreement. Upon request of the Trustee, with the approval of
the Secured Parties, the Custodian shall transfer amounts on deposit in the Project Related Revenue
Account and the Non-Project Related Revenue Account for the payment of other amounts due and
owing under the Facility Lease Agreement provided that there are sufficient amounts .on deposit in
such accounts to make such payments.

Fees. CMT agrees to pay (or to cause the payment of). the fees of the Custodian in
accordance with the customary fees charged by the Custodian for the services described herein, as
such fees are established from time to time.
Reports. The Custodian , shall furnish to CMT, the Trustee and the Secured Parties a
monthly statement of account reflecting the balance in the Clearing Account, the Project Related
Revenue Account, the Non-Project Related Revenue Account and the City/County HTP
Contribution Account and all activity during the previous month. The Custodian shall furnish to
CMT, the Trustee and the Secured Parties a monthly statement of account reflecting the investments
in the Clearing Investment Account, the Project Related Revenue Investment Account and the
Non-Project Related Revenue Investment Account and all activity during the previous month. The
Custodian-,-will furnish-such other reports as 4CMT, the Trustee .or, the. Secured, Parties may
reasonably request, including reports to CMT's, the Trustee's and the Secured Parties' accountant or
their examiners as maybe necessary.
Replacement/Resig_nation of Custodian. As long as CMT is not in default under the
Financing Agreements to which it is a party, C2vTI' may replace. the Custodian with a successor
Custodian by providing written notice to the Custodian, the Trustee and the Secured Parties thirty
(30) days prior to the effective date of such replacement; provided, that this Control Agreement has
been amended to effect such replacement and the successor Custodian has accepted its duties
hereunder. CMT shall appoint a successor Custodian, acceptable to all the parties hereunder.
Notwithstanding the foregoing, upon the occurrence and during the continuance of a default by
C2vff in the payment of any Base Rental Payments due from CMT under Section 15.01(a) of the
Facility Lease Agreement, either Secured Parry may replace the Custodian with a successor
Custodian in its sole and absolute discretion. The Custodian shall have the right to resign by
providing each of the Secured Parties, CMT and the Trustee with written notice of such resignation
not later than thirty (30) days prior to the effective date of such resignation. CMT shall: appoint a
successor Custodian, acceptable to the Secured Parties and the Trustee who shall confirm, to each of
the Secured Parties, C1V1I' and the Trustee that it agrees to be bound by the terms hereunder. No
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such resignation or replacement. shall be effective and the responsibilities and duties of the retiring
Custodian hereunder shall remain in effect until all of the Collateral shall have been transferred to
such successor Custodian provided, however, that if.no appointment of a successor Custodian has
been-made=within-sixry (60)-days from the-Custodian's--resignation; the-Custodian-may interplead-all money, security entitlements and other security held by it, and petition a court of .,competent
jurisdiction to appoint such successor, and upon deposit of the money, security entitlements and
other security held by it with the court all of Custodian's obligations hereunder shall terminate
immediately. Any corporation into which the Custodian may be merged or converted or with which
it may be consolidated, or any corporation resulting from any merger, consolidation- or conversion
to which the Custodian shall be a party, shall be the successor of the Custodian hereunder, without
the execution or filing of any further act on the part of the parties hereto or such Custodian or such
successor corporation. CMT hereby agrees that it shall take all reasonable action necessary to (i)
facilitate the transfer of the respective obligations, duties and rights of the Custodian to any
successor Custodian, or (ii) maintain, in connection with the appointment of a successor Custodian,
the perfection and priority of the security interest granted. pursuant to Section 11 hereof.
Grant of Security Interest. As security for the payment and performance of its obligations
under the Facility Lease Agreement, CMT hereby pledges, transfers and assigns to the Secured
Parties, and grants to the Secured Parties a first priority perfected security interest in, all of its right,
title and interest, whether now owned or hereafter acquired, in, to and under (i) the Theatre
Revenues, and its rights to receive the Theatre Revenues, (ii) the Clearing Account, the Project,
Related Revenue Account and the Non-Project Related Revenue Account, all money on deposit in
such accounts from time to time, and all interest and earnings thereon, (iu) the Clearing Investment
Account; the Project. Related Revenue Investment Account and the Non-Project Related Revenue
Investment Account, and all security entitlements carried therein, and (iv) any and all proceeds of
the foregoing (collectively, the "Collateral"). Upon termination of this Control Agreement pursuant
to Section 18 hereof, such security interest shall be released and any money, security entitlements, or
other property remaining on deposit in or credited. to any Collateral Account shall be transferred to
CMT. The parties each agree to execute, acknowledge, deliver, file or perform all other acts,
assignments, notices, agreements or other instruments, including financing statements, amendments
thereto and continuation- statements, as either Secured Party may reasonably require -in order to
effectuate, assure, convey, secure, assign, transfer and convey unto the Secured Parties any of the
rights granted by this section and to perfect and maintain the perfection of the security interest
granted hereby.
Authority Attorney-in-Fact. CMT hereby irrevocably appoints the City, on behalf of the
Secured Parties as its attorney-in-fact (coupled with an interest) with full authority to take any or all
action in the name of CMT which CMT is permitted to take under this Control Agreement. •
Successors and Assigns: Assignments.

This Control Agreement shall bind and inure to the benefit of and be enforceable by the
parties hereto and their respective successors and assigns.
.
The Trustee 'shall have the right to assign or transfer rights and obligations under this
Control Agreement to any successor trustee under the Trust Agreement. Any such assignee or
transferee shall' be entitled to all the benefits afforded the Trustee under this Control Agreement;
provide d, that such assignee or transferee shall have delivered to the other parties hereto written
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confirmation that such assignee or transferee agrees to be bound by the terms of this Control
Agreement and is also the successor trustee underthe Trust Agreement.
The --Custodian =shall not assign or transfer rights-and obligations- under-this Control
Agreement except in accordance with the provisions of Section 10 hereof.
Notices. Notices required hereunder shall be deemed given if sent to the Secured Parties,
the Trustee and C1VII' at their respective Notice Delivery Addresses.
Protection of the Custodian. The Custodian shall be protected and shall incur no liability in
acting or proceeding in good faith upon any resolution, notice, telegram, e-mail or other electronic
transmission, request, consent, waiver, certificate, statement, affidavit, voucher, bond, requisition or
other paper or document which it shall in good faith believe to be genuine and to have been
adopted, executed or delivered by the proper party or pursuant to any of the provisions of this
Control Agreement, and the Custodian. shall be under no duty to make any investigation or inquiry .
as to any statements contained or matters referred to in any such instrument, but may accept and
rely upon the same as conclusive. evidence of the truth and accuracy of such statements. The
Custodian may consult with counsel, who may be counsel to the Secured Parties, with regard to legal
questions, and the opinion of such counsel shall be full and complete authorization and protection
in respect of any action taken or suffered by it hereunder in good faith in accordance therewith.
The Custodian shall not be accountable for the use or application by C1VIT or any other
party of any funds which the Custodian has released in accordance with the terms of this Control
Agreement.
Indernnification. CMT shall indemnify and save the Custodian harmless from and against all
claims, losses, costs, expenses, liability and damages, including legal fees and expenses, arising out of
(i) any breach or default on the part of C1VIT in the performance of any of its obligations under this
Control Agreement, (ii) any act of negligence of CMT or of any of its agents, contractors, servants,
-employees or licensees with respect-to this Control Agreement, or (iii) the-exercise and performance
by the Custodian of its powers and duties hereunder or any related document.
Rights and Obligations of the Custodian. .

The Custodian hereby subordinates all security interests, encumbrances, claims and rights of
setoff it may have, now or in the future, against the Collateral Accounts, the City/County HIP
Contribution Account, or any money, security entitlements, or other property on deposit therein or
credited thereto, other than in connection with the payment of the Custodian's customary fees and
charges and for the reversal of provisional credits.
The Custodian. has not and will not enter into any agreement with CMT relating to any
Collateral Account or the City/County H'IT' Contribution Account other than this Control
Agreement.
.
Upon receipt of written notice of any lien, encumbrance, or adverse claim against any
Collateral Account, the City/County H'I'P Contribution Account, or any money, security
entitlements, or other property on deposit therein or credited thereto, the Custodian will make
reasonable efforts promptly to notify the Secured Parties and CVI'I' thereof.
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The Custodian shall have no responsibility or liability to CMT for complying with
instructions concerning the Clearing Account, the Project Related Revenue Account, the NonProject Related Revenue Account and the City/County HIP Contribution Account originated by
either-Secured Party, and shall have no responsibility to investigate the appropriateness of any such
instruction, even if CMT notifies the Custodian that such Secured Party is not legally entitled to
originate any such instruction.
The Custodian shall have. no responsibility or liability to CMT for complying with any
entitlement order concerning the Clearing Investment Account, the Project Related Revenue
Investment Account, the Non-Project Related Revenue Investment Account, or any security
entitlement credited thereto originated by either Secured Party, and shall have no responsibility to
investigate the appropriateness of any such entitlement order, even if CMT notifies the Custodian
that such Secured Party is not legally entitled to originate any such entitlement order.
Term of Control Agreement. This Control Agreement shall remain in full force and effect
until such time as the Certificates are no longer Outstanding under the Trust Agreement and no
amounts are due and owing under the Facility Lease Agreement and thereafter, any money, security
entitlements, or other property remaining on deposit in or credited to any Collateral Account shall
be transferred to CMT in accordance with Section 10 and all amounts in the City/County HTP
Contribution Account shall be remitted to the City and the County in the proportion each
contributed.
Amendment. This Control Agreement may be amended by written agreement of all parties
at any time.

Governing Law. This Control Agreement shall be governed by and construed in accordance
with the laws of the State of California without regard to the conflict of laws rules of such state.
The parties agree that the State of California is the "bank's jurisdiction" for purposes of the
California Commercial Code and the "securities intermediary's jurisdiction" for purposes of the
California Commercial Code. Any action or. proceeding to enforce or interpret any provision of this
Control Agreement shall be brought, commenced or prosecuted in Sacramento County, California.
This Control Agreement may be executed in several
Execution in Counterparts.
counterparts, each of which shall be deemed an original, and all of which shall constitute but one
and the same instrument.
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IN WITNESS WIHEREOF, the parties hereto have executed this Control Agreement in
several counterparts (each of which shall be deemed an original) as of the date first above written.
Wells Fargo Bank, N.A. as Custodian

By:
Authorized Representative

BNY WESTERN TRUST CONIl'ANY, as Trustee

By.
Authorized Representative

QTY OF SACRAMENTO

By:
Authorized Representative
Attest:

Clerk

Approved as to Form:

Assistant City Attorney
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COUNTY OF SACRAMENTO

By.
Authorized Representative
Attest:

Clerk

Approved as to Form:

Deputy County Counsel

CALIFORNIA MUSICAL THEATRE

By.
Authorized Representative
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EXHIBIT A
MASTER LIST OF DEFINITIONS
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EXHIBIT B
FORM OF PAYMENT DIRECTION LETTER
[CALIFORNIA MUSICAL THEATRE LETTERHEAD]

[Date]

[Addressee]
Payment Direction Letter [California Musical Theatre]

Re:

Sacramento, California
Dear [

]:

The California Musical Theatre ("CMT') has agreed that all funds, revenues and income
received with respect to the above-captioned theatre (the "Theatre") will be paid directly to
. Therefore, from and after [
], please remit all payments, rents or other
amounts due to CMT in connection with the Theatre, as follows:
If paying by check, money order or other instrument, please mail such items to the following
address:

P.O. Box
, CA 958_
Re: Account No.
All checks or other instruments should be made out to the name of the
or

(1) Transfer such amounts by wire transfer to the following account:

ABA#
Attn:
Fax:
Account of:
Account #
These payment instructions cannot be withdrawn or modified without the prior written
consent of the [TRUSTEE] (the "Trustee") or its assignees. Until you receive written instructions
from the Trustee or its assignees, continue to send all payments due to CMT to

If you have any questions concerning this letter, please contact [_] at ^].
We appreciate your cooperation in this matter.
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Sincerely,
'[California Musical Theatre]

By:
Name:
Title:
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EXHIBIT C
TRANSFER INSTRUCTIONS
Funds disbursed by the Custodian pursuant to Section 6 of the Control Agreement shall be
sent by wire transfer to the party entitled thereto in accordance with the following wire instructions
or such other wire instructions as the party may provide to the Custodian in writing from time to
time:

[TRUSTEE]

[CALIFORNIA MUSICAL THEATRE]
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EXHIBIT D
SCHEDULE OF CUMULATIVE CONTRIBUTION REQUIREMENTS

SFLIB1/1076957/2/38320/00016/dybac/May 11, 1999 - 2:18
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OH&S
DRAFT # 8
7/2/02

NEXHIBIT A
MASTER LIST OF DEFINITIONS
"Act" means the joint Exercise of Powers Act (being Chapter 5 of Division 7 of
Title 1 of the Government Code of the State, as amended) and all laws amendatory thereof or
supplemental thereto.
"Additional Rental Payments" means the payments so designated and required to
be paid by. (1) the City and the County pursuant to Section 6.02 of the Sublease Agreement; and
(2) CMI' pursuant to Section 6.02 of the Facility Lease Agreement.
"Affiliate" means, with respect to any Person: (1) each Person that, directly or
indirectly, owns or controls, whether beneficially or as a trustee, guardian or other fiduciary, one
percent (1%) or more of any class of equity securities of such Person; (2) each Person that controls,
is controlled by or is under common control with such Person or any Affiliate of such Person; or
(3) each of such Person's officers, directors, joint venturers, managers and partners. For the
purposes of this definition, "control" of a Person shall mean the possession, directly or indirectly, of
the power to direct or cause the direction of its management or policies, whether through the
ownership of voting securities, by contract or otherwise.
"Ambac Assurance" means Ambac Assurance Corporation, a Wisconsin-domiciled
stock insurance company.
"Applicable Laws" means with reference to any Person, all laws, statutes,
ordinances and treaties and all judgments, decrees, injunctions, writs and orders of any court,
arbitrator or Governmental Authority, and all rules, regulations, orders, written interpretations; directives, licenses and permits of any Governmental Authority applicable to such Person or its
property or in respect of its operations.
"Assignment Agreement" means that certain assignment agreement, dated as of
August 1, 2002, by and between the Authority and the Trustee, as originally executed or as it may
from time to time be supplemented, modified or amended pursuant to the provisions thereof.
"Authority" means the Sacramento Regional Arts -Facilities Financing Authority, a
joint exercise of powers authority organized and existing under the laws of the.State, its successors
and assigns.
"Base Rental Payment Date" means the dates upon which Base Rental Payments
are required to be paid under the Facility Lease Agreement.
"Base Rental Payment Schedule" means the schedule of Base Rental Payments
payable by CMT pursuant to the Facility Lease Agreement, which schedule is attached as Exhibit D
to the Facility Lease Agreement.
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"Base Rental Payments" means all rental payments required to be paid by CMT to
the City and County pursuant to Section 6.01 of the Facility Lease Agreement, including any
prepayment thereof pursuant to Article XVI of the Facility Lease Agreement.

"Beneficial Owner" means any Person which has or shares the power, directly or
indirectly, to make investment decisions concerning ownership of any Certificates (including
Persons holding Certificates through nominees, depositories or other intermediaries).
"Bond Counsel" means an attorney or a firm of attorneys, acceptable to the
Authority, of nationally recognized standing in matters pertaining to bonds issued by states and their
political subdivisions, duly admitted to the practice of law before the highest court of any state of
the United States of America.
"Broadway Series Shows" means the shows which are part of CMT's Broadway
Series season.
"Business Day" means any day other than: (1) a Saturday or a Sunday, or (2) a day
on which commercial banks in the City of New York, New York, banks and trust companies located
in the city in which the Principal Office of the Trustee is located, are required or authorized by law
to remain closed; or (3) a day on which the New York Stock Exchange is closed.
"California Musical Theatre" or "CMT" means the California Musical Theatre, a
nonprofit public benefit corporation organized and existing under the laws of the State, or any
corporation which is the surviving, resulting or transferee corporation in any merger, consolidation
or transfer of assets permitted under the Facility Lease Agreement.
"Capital Leases" means any and all lease obligations that, in accordance with
GAAP, are required to be capitalized on the books of a lessee.
"Capitalized Interest Account" means the account by that name established
pursuant to Section 5.02 of the Trust Agreement.
"Certificate of the Authority" or "Statement of the Authority" means,
respectively, a written certificate or statement signed by the Chair, Vice-Chair, Treasurer or Secretary
of the Authority or such other Person as may be designated and authorized to sign for the
Authority. Any such instrument and supporting opinions, representations or certificates, if any,
may, but need not, be combined in a single instrument with any other instrument, opinion,
representation or certificate and the two or more so combined shall be read and construed as a
single instrument. If and to the extent required by the Trust Agreement, each such instrument shall
include the statements provided for in Section 11.06 or any other applicable Section of the Trust
Agreement.
"Certificate Payment Date" means, with respect to any Certificate, the
September 1 designated therein, which is the date on which the principal component of the Sublease
Payments evidenced and represented thereby shall become due and payable.
"Certificate Year" means the period of twelve consecutive months ending on
September 1 of any year in which Certificates are Outstanding.
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"Certificates of Participation" or "Certificates" mean the Sacramento Regional
Arts Facilities Financing Authority Series 2002 Certificates of Participation executed and delivered
by the Trustee under and pursuant to the Trust Agreement.
"City" means the City of Sacramento, a municipal corporation and charter city
organized, and existing under the laws of the State, its successors and assigns.

"City/County HTP Contribution Account" means the account by that name
established pursuant to Section 3(a) of the Control Agreement.
"City/County HTP Contributions" means the payments by the City, subject to
annual appropriation, of $66,000 on each October 1, commencing on October 1, 2002 and ending
on (but including) October 1, 2020 and the payment by the County, subject to annual appropriation,
of $66,000 on each October 1, commencing on October 1, 2002 and ending on (but including)
October 1, 2020, in each case, as required by the HTP Funding Agreement.
"City and County Tenancy in Common Agreement" means that certain tenancy
in common agreement, dated as of August 1, 2002, by and between the City and the County, as
originally executed or as it may from time to time be supplemented, modified or amended pursuant
to the provisions thereof.
"City Sublease Payments" means the. Sublease Payments payable by the City
pursuant to Section 6.01(a) of the Sublease Agreement.
"Clearing Account" means the account by that name established pursuant to
Section 2(a) of the Control Agreement.
"Clearing Investment Account" means account by that name established pursuant
to Section 4(a) of the Control Agreement.
"Closing Date" means August _, 2002.
"CMT Facilities Fee" means the surcharge imposed on all tickets sold (except
tickets sold for private, fundraising events not open to the general public) for CMT performances,
presentations and productions at the Premises of $3.00 per ticket through the 2002 season and $4.00
per ticket starting with 2003 season.
"CMT Note" means that certain promissory note, dated September 18, 1997, of
CMI' relating to the original acquisition by CMI' of the G Street Site.
"CMT Supplemental Contribution" means the following scheduled payments
required to be paid by CIVIT under the Facility Lease Agreement to be paid from Non-Project
Related Revenues that become Project Related Revenues upon their deposit with the Custodian
under the Control Agreement:
(1)

$30,264.00 on July 1; 2002 and October 1, 2002;

$31,579.43 on each February 1, March 1, April 1, May 1, June 1, July 1 and
(2)
August 1 during 2003 and 2004;
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(3)
$35,150.86 on each February 1, March 1, April 1, May 1, June 1, July 1
and August 1 during 2005;
(4)
$28,008.00 on each February 1, March 1, April 1, May 1, June 1, July 1 and
August 1 during 2006;
(5)
$23,684.57 on each February 1, March 1, April 1, May 1, June 1, July 1 and
August 1 during 2007;
(6)
$10,714.29 on each February 1, March 1, April 1, May 1, June 1, July 1 and
August 1 during 2008 and 2009; and
(7)
$28,571.43 on each February 1, March 1, April 1, May 1, June 1, July 1 and
August 1 during 2010 through 2027.
"Code" means the Internal Revenue Code of 1986 and the regulations issued
thereunder, or any successor to the Internal Revenue Code of 1986.
"Collateral Account" means the Clearing Account, the Project Related Revenue
Account, the Non-Project Related Revenue Account, the Clearing Investment Account, the Project
Related Revenue Investment Account and the Non-Project Related Revenue Investment Account.
"Contamination" or "Release" means the presence of any Hazardous Substances
in the soil or groundwater in violation of any Environmental Laws or the release of any Hazardous
Substances into the environment.
"Continuing Disclosure Certificate" means, collectively, (1) that certain
continuing disclosure certificate, dated the Closing Date, executed by the City, as originally executed
or as it may from time to time be supplemented, modified or amended pursuant to the provisions
thereof; and (2) that certain continuing disclosure certificate, dated the Closing Date, executed by
the County, as originally executed or as it may from time to time be supplemented, modified or
amended pursuarit to the provisions thereof.
"Contractually Obligated Revenues" means any revenues from contracts which
constitute Theatre Revenues, including but not limited to contracts for advertising, sponsorships,
naming rights (including rights under the Naming Rights Agreement) or media rights but excluding
any Name-a-Seat Campaign revenues or other donations or contributions solicited by CMT.
"Contractual Obligation" of any Person means, any indenture, note, lease, loan
agreement, security, deed of trust, mortgage, security agreement, guaranty, instrument, contract,
agreement or other form of contractual obligation or undertaking to which such Person is a party or
by which such Person or any of its property is bound.
"Control Agreement" means that certain control agreement, dated as of August 1,
2002, by and among the Custodian, the Trustee, the City, the County and CMT, as originally
executed or as it may from time to time be supplemented, modified or amended pursuant to the
provisions thereof.
"Costs of Delivery Fund" means the fund by that name established in Section 3.04
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of the Trust Agreement.
"Counsel" means an attorney at law or a firm of attorneys duly admitted to the
practice of law before the highest court of any state of the United States of America.
"County Sublease Payments" means the Sublease Payments payable by the
Countypursuant to Section 6.01(b) of the Sublease Agreement.

"County" means the County of Sacramento, a political subdivision organized and
existing under the laws of the State, its successors or assigns.
"Cumulative Contributed Amount" shall have the meaning given such term in
Section 5(f) of the Control Agreement.
"Cumulative Contribution Requirement" shall mean the amounts specified in
Exhibit D to the Control Agreement.
"Custodian" means Wells Fargo Bank, N.A., or any other bank or trust company
which may at any time be substituted in its place as provided in Section 9 of the Control Agreement.
"Deed of Trust" means that certain construction deed of trust, assignment of leases
and rents, security agreement and fixture filing, dated as of August 1, 2002, by CMT as trustor to
Fidelity National Title Company, as trustee for the benefit of the City and County, as originally
executed or as it may from time to time be supplemented, 'modified or amended pursuant to the
provisions thereof.
"Defeasance Obligations" means: (1) cash; (2) noncallable United States of
America Treasury bills, notes, bonds or certificates of indebtedness; (3) obligations for which the full
faith and credit of the United States are pledged for the payment of principal and/or interest;
(4) securities evidencing direct ownership interests in securities enumerated in clauses (2) or (3) of
this definition or in specified portions of the interest or principal of such securities that are held by a
custodian in safekeeping on behalf of the owners of such securities; or (5) tax-exempt obligations-of
a state or political subdivision thereof that have been defeased under irrevocable escrow instructions
with securities enumerated in clause (2) or (3) of this definition and that are rated in the highest
Rating Category by the Rating Agencies.
"Delivery Costs" means all costs and expenses of execution, authentication and
initial delivery of the Certificates approved by the Treasurer of the Authority, including, but not
limited to: (1) underwriter's fees; (2) Counsel fees, including Bond Counsel, underwriter's counsel,
disclosure counsel, City Attorney, County Counsel, and Authority counsel fees, as well as any other
specialized counsel fees incurred in connection with the financing; (3) financial advisor fees;
(4) Rating Agency fees; (5) initial Trustee and Custodian fees and expenses, including Trustee and
Custodian counsel fees; (6) title insurance premiums and recording fees; (7) accountant fees;
(8) printing costs of an official statement or other offering documents; and (9) costs incurred by the
Authority, the City, County, and CIVT in connection with the financing proceedings.
"Depository" means The Depository Trust Company and its successors and assigns,
or any other depository selected as set forth in Section 2.11 of the Trust Agreement, which agrees to
follow the procedures required to be followed by such depository in connection with the
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Certificates.
"Employee Benefit Plan" shall have the meaning given to it in ERISA.
"Environmental Laws" means, but shall not be limited to: the Clean Air Act,
42 U.S.C Section 7401 et seq.; the Federal Water Pollution Control Act, 33 U.S.C Section 1251
et seq.; the Resource Conservation and Recovery Act of 1976, 42 U.S.C Section 6901 et seq.; the
Comprehensive Environmental Response, Compensation and Liability Act of 1980 (including the
Superfund Amendments and Reauthorization Act of 1986, "CERCLA"), 42 U.S.C. Section 9601 et
seq.; the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801 et seq.; the Toxic
Substances Control Act, 15 U.S.C. Section 2601 et seq.; the Occupational Safety and Health Act,
29 U.S.C. Section 651; the Emergency Planning and Community Right-to-Know Act of 1986,
42 U.S.C Section 11001 et seq.; the Mine Safety and Health Act of 1977, 30 U S.C. Section 801
et seq.; the Safe Drinking Water Act, 42 U.S.C. Section 300f et seq.; the California Hazardous Waste
Control Law ("HWCL"), Cal. Health & Safety % 25100 et seq.; the Hazardous Substance Account
Act ("HSAA"), Cal. Health & Safety Code % 25300 et sec .; the Underground Storage of Hazardous
Substances Act, Cal.. Health & Safety % 25280 et seq.; the Porter-Cologne Water Quality Control
Act (the "Porter-Cologne Act"), Cal. Water Code % 13000 et seq.; the Safe Drinking Water and
Toxic Enforcement Act of 1986 (Proposition 65); and Title 22 of the California Code of
Regulations, Division 4, Chapter 30; and all rules and regulations under each of the foregoing; and
all other governmental rules relating to the protection of human health and the environment
including all governmental rules pertaining to the reporting, licensing, permitting, transportation,
storage, disposal, investigation or remediation of emissions, discharges, releases, or threatened
releases of Hazardous Substances into the air, surface water, groundwater, land, or other
environments or relating to the manufacture, processing, distribution, use, generation, control,
treatment, storage, disposal, transportation, handling, removal or recovery of Hazardous Substances.
"ERISA" means the Employment Retirement Income Security Act.
"ERISA Affiliate" means any Person which is treated as a single employer with
CM'I' under Section 414 of the Code.
"Event of Default" means: (1) with respect to the Trust Agreement, an event of
default under the Trust Agreement, as defined in Section 7.01 of the Trust Agreement; (2) with
respect to the Deed of Trust, an event of default under the Deed of Trust, as defined in Section B.1
of the Deed of Trust; (3) with respect to the Sublease Agreement, an event of default. under the
Sublease Agreement, as defined in Section 15.01 of the Sublease Agreement; or (4) with respect to
the Facility Lease Agreement, an event of default under the Facility Lease Agreement, as defined in
Section 15.01 of the Facility Lease Agreement.
"Facilities Fee" means the surcharge imposed on all tickets sold (except tickets sold
for private, fundraising events not open to the general public) for CMT and STC performances,
presentations and productions at the Premises.
"Facility Lease Agreement" means that certain facility lease agreement, dated as of
August 1, 2002, by and among the City, the County and CMT, as originally executed or as it may
from time to time be supplemented, modified or amended pursuant to the provisions thereof.

"Facility Sublease Agreement" means that certain Facility Sublease Agreement,
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dated as of August 1, 2002, by and between CMT and STC, as originally executed or as it may
from time to time be supplemented, modified.or amended pursuant to the provisions thereof.
"Financial Guaranty Insurance Policy" means the financial guaranty insurance
policy issued by Ambac Assurance insuring the payment when due of the principal of and interest
with respect to the Certificates as provided therein.
"Financial Newspaper" means The Wall Street Journal or The Bond Buyer, or any
other newspaper or journal publishing financial news and selected by the Trustee that is printed in
the English language, is customarily published on each business day and is circulated in San
Francisco, California.
"Financing Agreements" means the joint Exercise of Powers Agreement, the
Trust Agreement, the Deed of Trust, the Site Lease Agreements, the Sublease Agreement, the
Facility Lease Agreement, the Facility Sublease Agreement, the Assignment Agreement, the City and
County Tenancy in Common Agreement, the I-l.*IP Funding Agreement, the Continuing Disclosure
Certificate, the Tax Certificate and the Control Agreement.

"Fiscal Year" means the period beginning on July 1 of each year and ending on the
succeeding June 30, or any other twelve-month period hereafter selected and designated as the
official fiscal year of CMT.
"Fitch" means Fitch Ratings, its successors and assigns, and, if such entity shall for
any reason no longer perform the function of a securities rating agency, "Fitch" shall be deemed to
refer to any other nationally recognized rating agency designated by the Authority with the approval
of the Ambac Assurance.
"Formation Documents" means the articles, bylaws, operating agreement or any
other organizational or formation document related to C2vff.
"G Street Project" means that certain project to be constructed upon the G Street
Site and more particularly described in Exhibit C to the Site Lease Agreement I.
"G Street Site" means that certain real property located at 1422 G Street,
Sacramento, California, and more particularly described in Exhibit B to the Site Lease Agreement I.
"GAAP" means generally accepted accounting principles and practices as in effect in
the United States of America from time to time, consistently applied.
"Governmental Authority" means any domestic or foreign national, state or local
government, any political subdivision thereof, any department, agency, authority or bureau of any of
the foregoing, or any other entity exercising executive, legislative, judicial, regulatory or
administrative functions of or pertaining to government, including, without limitation, the Federal
Deposit Insurance Company, the Federal Reserve Board, the. Comptroller of the Currency, any
central bank or any comparable Person.
"Govenlmental Charges" means, with respect to any Person, all levies,
assessments, fees, claims or other charges imposed by any Governmental Authority upon such
Person or any of its property or otherwise payable by such Person.
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"H Street Project" means that certain project to be constructed upon the H Street
Site and more particularly described in Exhibit C to the Site Lease Agreement II.
"H Street Site" means that certain real property located at 1419 H_ Street,
Sacramento, California and more particularly described in Exhibit B to the Site Lease Agreement II.
"Hazardous Substances" means any substance: (1) the presence of which requires
investigation or remediation under any federal, state or local statute, regulation, rule, ordinance,
order, action or policy, or (2) which is or becomes defined as a "hazardous waste" or "hazardous
substance" or "pollutant" or "contaminant' under any federal, state or local statute, regulation, rule
or ordinance or amendments thereto including, without limitation, the Comprehensive
Environmental Response, Compensation and Liability Act (42 U.S.C section 9601 et seq.) or the
Resource Conservation and Recovery Act (42 US.C. section 6901 et seq.); or (3) which is toxic,
explosive, corrosive, flammable, infectious, radioactive, carcinogenic, mutagenic, or otherwise
hazardous and is or becomes regulated by any Governmental Authority, or (4) the presence of
which on the Premises causes or threatens to cause a nuisance upon the Premises or to adjacent
properties or poses or threatens to pose a hazard to the Premises or to the health or safety of.
Persons on or about the Premises; or (5) which contains volatile organic compounds such as
gasoline, diesel fuel or other petroleum hydrocarbons; or (6) which contains polychlorinated
biphenyls (PCBs) or asbestos or asbestos-containing materials or urea formaldehyde foam insulation;
or (7) radon gas.
"HTP Funding Agreement" means that certain funding agreement, dated as of
May 1, 1997, as amended and supplemented as of August 1, 2002, by and among the City, the
County, STC and CM'I', as originally executed or as it may from time to time be further
supplemented, modified or amended pursuant to the provisions thereof.
"Immediate Notice" means oral or telephonic notice, promptly followed by
written notice by telex, telecopier or other electronic means or first class mail to the applicable
Notice Delivery Address; provided, that verbal or telephonic notice shall be effective
notwithstanding any failure to receive such written notice.
"Indebtedness" means all obligations for borrowed money, installment sales and
Capital Leases, incurred or assumed by CMT.
"Indemnified Party" shall have the meaning given to such term in Section 7.11 of
the Facility Lease Agreement.
"Independent Accountant" means an independent certified public accountant
reasonably acceptable to the Authority.
"Independent Consultant" means an independent professional consultant or firm
of independent professional consultants of recognized national standing in the analysis and review
of theatre facilities management and economics, which shall be selected by the Authority.

"Independent Counsel" means an attorney duly admitted to the practice of law
before the highest court of the state in which such attorney maintains an office and who is not an
employee of the Authority, the City, the County or the Trustee.
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"Inforrnation Services" means Financial Information, Inc.'s "Daily Called Bond
Service," 30 Montgomery Street, 10th Floor, Jersey City, NJ 07302, Attention: Editor, Kenny
Information Services' "Called Bond Service," 65 Broadway, 16th Floor, New York, NY 10006;
Moody's "Municipal and Government," 99 Church Street, .8th Floor, New York, NY 10007,
Attention: Municipal News Reports; S&P's "Called Bond Record," 25 Broadway, 3rd Floor, New
York, NY 10004; and, in accordance with then current guidelines of the Securities and Exchange
Commission, such other services providing information with respect to called bonds as the
Authority may designate in a request of the Authority delivered to the Trustee.

"Insolvent" means:
having, at a fair valuation, total liabilities (including contingent, subordinated,
(1)
unmatured, unliquidated, disputed, legal, equitable, secured or unsecured liabilities) that exceed total
assets;
(2)

generally not paying debts as they become due;

based on current projections that are themselves based on underlying
(3)
assumptions providing a reasonable basis for the projections and reflecting present circumstances
and the most likely course of action for the period projected, having insufficient cash flow to pay
debts as they mature;

(4)

having unreasonably small capital with which to engage in anticipated

(5)

being "insolvent" as defined under any applicable federal or state law.

business; or

For purposes of this definition, the "fair valuation" of the assets of any Person shall
be determined on the basis of the amount which may be realized within a reasonable time, either
through collection or sale of such assets at the regular market value, conceiving the latter as the
amount which could be obtained for the property in question within such period by a capable and"
diligent seller from an interested buyer who is willing to purchase under ordinary selling conditions.
"Insurance and Condemnation Proceeds Fund" means the fund by that name
established and held by the Trustee pursuant to Section 3.03 of the Trust Agreement.
"Insurance Consultant" means any independent Person with a national reputation
in consulting on the insurance requirements of governmental entities of the general size and
character of the City and the County, or at the option of the City, the City's Risk Manager.
"Interest Fund" means the fund by that name established in Section 5.02 of the
Trust Agreement.
"Interest Payment Date" means a date on which interest evidenced and
represented by the Certificates becomes due and payable, being March 1 and September 1 of each
year to which reference is made (commencing on September 1, 2002).
"Joint Exercise of Powers Agreement" means that certain joint exercise of
powers agreement creating the Sacramento Regional Arts Facilities Financing Authority, effective
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April 11, 2002, by and between the City and the County, as originally executed or as it may from
time to time be supplemented, modified or amended pursuant to the provisions thereof.
"Lien" means, with respect to any property, any security.interest, mortgage, pledge,
hen, claim, charge or other encumbrance in, of, or on such property or the income therefrom,
including, without limitation, the interest of a vendor or lessor under a conditional sale agreement,
Capital Lease or other title retention agreement, or any agreement to provide. any of the foregoing,
or the filing of any financing statement or similar instrument under the Uniform Commercial Code
or comparable law of any jurisdiction.
"Material Adverse Effect" means a material adverse effect on (1) the business,
assets, operations, prospects or financial or other condition of QVIT; or (2) the ability of CMT to
pay or perform the obligations of CMT in accordance with the terms of the Financing Agreements
to which CMT is a party.
"Moody's" means Moody's Investors Service, its successors and assigns, and, if such
entity shall for any reason no longer perform the function of a securities rating agency, "Moody's"
shall be deemed to refer to any other nationally recognized rating agency designated by the
Authority with the approval of the Ambac Assurance.
"Multiemployer Plan" means any multiemployer plan within the meaning of
section 3(37) of ERISA maintained or contributed to by CMT or any ERISA Affiliate.
"Name-a-Seat Campaign" means that certain CMT fundraising campaign in which
donors pledge funds to have a name of their choice inscribed on a plaque on certain seats at certain
theatre facilities at the Premises.
"Naming Rights Agreement" means that certain California Musical Theatre
sponsorship and naming rights agreement, dated as of June 1, 2000 by and between CMT and Wells
Fargo Bank, N.A.-in which Wells Fargo Bank agrees to pay CMT a stated amount annually for
certain naming rights as described in the Naming Rights Agreement for a term ending June 30, 2013
and any other naming rights agreement with respect to the Premises.
"Net Proceeds" means any insurance proceeds (excluding any proceeds from the
Financial Guaranty Insurance Policy) or condemnation or title insurance award, paid with respect to
the Premises, to the extent remaining after payment therefrom of all expenses incurred in the
collection thereof.
"Non-Project Related Revenue Account" means the account by that name
established pursuant to Section 2(a) of the Control Agreement.
"Non-Project Related Revenue Investment Account" means account by that
name established pursuant to Section 4(a) of the Control Agreement.
"Non-Project Related Revenues" means all Theatre Revenues excluding any
Project Related Revenues.

"Notice Delivery Address" means:
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If to the Authority:

Sacramento Regional Arts Facilities
Financing Authority
c/o City of Sacramento
915 I Street, Room 101
Sacramento, California 95814
Attention: City Clerk

If to Ambac Assurance:

Ambac Assurance Corporation
One State Street Plaza
New York, New York 10004
Attention:

If to the California Musical Theatre:

California Music Theater
1510 J Street, # 200
Sacramento, California 95814
Attention: Managing Director

If to the City:

City of Sacramento
926 J Street, Suite 200
Sacramento, California 95814
Attention: City Treasurer

If to the County:

County of Sacramento
700 H Street, Room 7650
Sacramento, California 95814
Attention: Chief Financial Officer

If to the Custodian:

Wells Fargo Bank, N.A.
707 Wilshire Boulevard, 17th Floor
Los Angeles, California 90017
Attention: Corporate Trust

If to the Sacramento Theatre
Company:

If to the Trustee:

c/o McDonough, Holland & Allen
555 Capitol Mall, Suite 300.
Sacramento, California 95814
Attention:
BNY Western Trust Company
550 Kearny Street, Suite 600
San Francisco, California 94108-2527
Attention: Corporate Trust

"Opinion of Bond Counsel" means a written opinion of Bond Counsel.
"Opinion of Counsel" means a written opinion of Counsel.
"Outstanding" when used as of any particular time with reference to Certificates,
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means (subject to the provisions of Section 9.02 of the Trust Agreement) all Certificates except (1)

Certificates cancelled. by the Trustee or- delivered to the Trustee for

cancellation;
(2)
Certificates paid or deemed to have been paid within the meaning of
Section 10.01 of the Trust Agreement (excluding 10.01(d) of the Trust Agreement); and
(3)
Certificates in lieu of or in substitution for which other Certificates shall have
been executed and delivered by the Trustee pursuant to Section 2.09 of the Trust Agreement.
"Owner" means any Person who shall be the registered owner of any Outstanding

Certificate.
"Permitted Encumbrances" means, as of any particular time: (i) liens for general
ad valorem taxes and assessments, if any, not then delinquent; (iu) the Site Lease Agreements; (iu) the
Sublease Agreement; (iv) the Facility Lease Agreement and the Facility Sublease Agreement; (v) the
Deed of Trust; (vi) the Assignment Agreement; (vii) any right or claim of any mechanic, laborer,
materialman, supplier or vendor filed or perfected in the manner prescribed by law incurred in the
ordinary course of business and which do not relate to any dispute regarding payment due;
(viii) easements, rights of way, mineral rights, drilling rights and other rights, reservations, covenants,
conditions or restrictions which exist of record as of the date hereof and which CMT certify in
writing will not materially impair the use of the Project or the Premises by CMT; and (ix) any Lien
shown as an exception to the title insurance policies delivered pursuant to Section 8.02(a) of the
Facility Lease Agreement on the Closing Date provided that no such Lien (or the amount of
Indebtedness secured thereby) may be increased, extended, renewed or modified to apply to any
Property of QVI'I' not subject to such Lien on such date, unless such Lien as so extended, renewed
or modified otherwise qualifies as a Permitted Encumbrance.

"Permitted Investments" means any of the following obligations if and to the
extent that, at the time of making the investment, they are permitted by law:
1.
Cash or direct obligations of, or obligations the interest on -and principal of
which are unconditionally guaranteed by, the United States of America, including obligations issued
or held in book entry form on the books of the Department of the Treasury of the United States of
America and including a receipt, certificate or any other evidence of any ownership interest in such
an obligation or unspecified portions thereof (which may consist of specified portions of interest
thereon);

2.
Obligations issued or guaranteed by the following instrumentalities or
agencies of the United States of America:
(a)
(b)
(c)
(d)
(e)

Federal Home Loan Bank System (FHLB);
Federal Farm Credit Bank (FFCB); and
Federal Home Loan Mortgage Corporation (FHLMQ;
Federal Housing Administration (FHA);
Federal National Mortgage Association (FNMA).

3.

Direct and general indebtedness of the State of California or. any local
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agencies therein, which are rated in the highest short-term rating category or whose long-term
ratings are `Aa' byMoody's or `AA' by Standard & Poor's (S&P);
4.
Bills or exchange or- time drafts _drawn on and accepted by a commercial
bank (excluding the Trustee), otherwise known as bankers acceptances, which are eligible for
purchase through a bank that is a member of the Federal Reserve System and which are drawn on
any such commercial bank the short-term obligations of which are rated in the highest letter and
numerical rating category as provided. by each of the Rating Agencies; provide d that purchases of
eligible bankers acceptances may not exceed two hundred seventy (270) days maturity;
Commercial paper of "prime" quality of the highest ranking or of the highest
5.
letter and numerical rating category as provided by each of the Rating Agencies, which commercial
paper is limited to issuing corporations that are organized and operating within the United States of
America and that have total assets in excess of five hundred million dollars ($500,000,000) and that
have an `A' or higher rating for the issuer's unsecured debentures, other than commercial papers, as
provided by each of the Rating Agencies; provided that purchases of eligible commercial paper may
not exceed one hundred eighty (180) days' maturity nor represent more than ten percent (10%) of
the outstanding commercial paper of an issuing corporation; or medium term notes with a
maximum maturity of five (5) years subject to the credit qualifications listed above;
Investments in units of money-market funds registered under the Federal
6.
Investment Company Act of 1940, whose shares are registered under the Federal Securities Act of
1922 and that are rated in the highest letter and numerical rating category by each of the Rating
Agencies, including money-market funds for which the Trustee or its parents, affiliates or
subsidiaries provide investment advice or other investment management services;
Negotiable and non-negotiable certificates of deposit or bank notes issued by
7.
a state or national bank or a state-licensed branch of a foreign bank (excluding the Trustee) that
have maturities of not more than three-hundred sixty-five (365) days and that are fully insured by
the FDIC or the short-term obligations of which state or national bank or state-licensed branch of a
foreign bank are rated no lower than `Al' by Moody's and `A+' by S&P;
Interest-bearing demand or time deposits (including certificates of deposit)
8.
for amounts less than one hundred thousand ($100,000), in a state or national bank fully insured by
the FDIC, including the Trustee or any affiliate thereof; provided, that not greater than one hundred
thousand dollars ($100,000) in the aggregate shall be deposited in any one financial institution;
Any repurchase agreement or reverse repurchase agreement of any securities
9.
enumerated in subdivisions (1) and (2) of this definition with any state or national bank (excluding
the Trustee) or government bond dealer reporting to, trading with, and recognized as a primary
dealer by the Federal Reserve Bank of New York, and with respect to any such repurchase
agreement, it is either: (A) with any institution which has debt rated no lower than `Al' by Moody's
and `A+' by S&P or whose commercial paper is rated no lower than `P1' by Moody's and `A 1' by
S&P; (B) with any corporation or other entity that falls under the jurisdiction of the Federal
Bankruptcy Code; provided, that (1) the term of such repurchase agreement is less than one (1) year
or due on demand; (2) the Trustee or a third party acting solely as agent for the Trustee has
possession of the collateral; (3) the market value of the collateral (as determined at least once in
every seven (7) days) exceeds the principal amount of the repurchase agreement plus, accrued
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interest and the market value of the collateral is maintained at levels acceptable to each of the
Rating Agencies then rating the Certificates; (4) failure to maintain the requisite collateral levels
will require the Trustee to liquidate the collateral immediately, and (5) the repurchase agreement
-securities are free and clear of any third party lien or claim; or (C) with financial institutions insured-by the FDIC or any broker-dealer with "retail customers" which falls under the jurisdiction of the
SIPCy provided, that (1) the market value of the collateral (as determined at least once in every seven
(7) days) exceeds the principal amount of the repurchase agreement plus accrued interest and the
market value of the collateral is maintained at levels acceptable to each of the Rating Agencies; (2)
the Trustee or a third party acting solely as agent for the Trustee has possession of the collateral; (3)
the Trustee has a perfected first priority security interest in the collateral; (4) the collateral is free and
clear of third party liens and in the case of a SIPC broker was not acquired pursuant to a repurchase
or reverse repurchase agreement; and (5) failure. to maintain the requisite collateral percentage will
require the Trustee to liquidate the collateral immediately, and with respect to any such reverse
repurchase agreement, the investment is solely done to supplement- the income normally received
from such securities.
Investment agreements, guaranteed investment contracts or other funding
10.
agreements ;approved by the Ambac Assurance that meet and maintain the following credit and
collateral requirements; (a) the entity or guarantor of that entity is rated `AAA' by S&P and `Aaa' by
Moody's; (b) if credit quality reaches S&P `AA' or Moody's `Aa2,' provider will: (1) respond with
adequate collateralization within ten (10) business days; .(2) will value assets weekly, and (3) will
present collateral at 102% for U.S. Government and 105% on U.S. Government Agency securities;
(c) Provider must maintain minimum credit quality of S&P `A' or Moody's `A2;'
11.
Rating Agencies.

Any other obligations approved in writing by the Ambac Assurance and the

"Person" means and includes an individual, a partnership, a corporation (including a
business trust), a joint stock company, an unincorporated association, a limited liability company, a
joint veriture, a trust or other entity or a Governmental Authority .
_,
_.
. __ .
_.
_
"Pool A Fund" means a certain fund held by the City described as follows: the cash
balances of all operating funds of the City of Sacramento, -including the general fund, enterprise
funds, and other related entities, are invested in the Cit,y's Pool ATund: Investments in the Pool A
Fund are purchased according to the investment guidelines of the California Government Code
(Sections 53601 & 53636) and the investment . policy of the City Treasurer, which is presented
quarterly to the City Council for- approval.

"Pool A Rate" means the interest rate applicable to the Pool A Fund.
"Premises" means, collectively, the G Street Site together with the G Street Project
and the H Street Site together with the H Street Project.
"Prepayment Fund" means the fund by that name established in Section 5.02 of
the Trust Agreement.
.
"Principal Fund" means the fund by that name established in Section 5.02 of the
Trust Agreement.
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"Principal Office" means the main or principal corporate trust office of the
Trustee.
"Principal Payment Date" means each September 1, as the date upon which a
principal payment on the Certificates is due pursuant to the Trust Agreement.
"Project Fund" means the fund by that name established in Section 3.05 of the
Trust Agreement.
"Project" means the G Street Project and the H Street Project.
"Project Related Revenue 'Account" means the account by that name established
pursuant to Section 2(a) of the Control Agreement.
`.`Project Related Revenue Investment Account" means, account by that name
established pursuant to Section 4(a) of the. Control Agreement.
"Project Related Revenues" means collectively, the STC Facilities Fee, the CMT
Facilities Fee, the Naming Rights Agreement revenues (net of commissions due to the Wilkinson
Group), the Name-a-Seat Campaign revenues and the CMT Supplemental Contribution.
"Property" means any and all rights,.titles and interests in and to any and all
property of any Person whether real or Personal, tangible or intangible and wherever situated.
"Rating Agency" means Moody's when the Certificates are rated by Moody's and
S&P when the Certificates are rated byS&P.
"Rating Category" means any generic rating category of Moody's,. S&P or Fitch,
without regard to any refinement of such category by plus or minus sign or by numerical or other
qualifying designation.
"Rebate Fund" means - the!
^ fund by that name. . established in Section 5.04 of the
Trust Agreement.
"Record Date" means the fifteenth (15th) day (regardless of whether it is a Business
Day) of the calendar month next preceding an Interest Payment Date or a redemption date.
"Rent" or "Rental Payments" means the Sublease Payments, the Base Rental
Payments and the Additional Rental Payments and any other amounts, charges or sums payable by.
the. City and the County pursuant to the Sublease Agreement or CMT pursuant to the Facility Lease
Agreement.
"Rental Period" means each twelve-month period during the term of the Sublease
Agreement and the Facility Lease Agreement commencing on September. 1'in any year and ending
on August 31 in the next succeeding year, except for the first rental period which shall commence
on the Closing Date and shall end on August 31, 2002.
"Reportable Event" shall have the meaning given to that term in ERISA and
applicable regulations thereunder.
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"Requisition" means an instrument in writing signed by or on behalf of the
Authority by its Chair, Vice-Chair, Treasurer or Secretary or by any other Person (whether or not an
officer of the Authority) who is specifically authorized by resolution of the Board of Directors of the
Authority to sign or execute such -a document on its behalf. If and to the extent required by the
Trust Agreement, each such requisition shall include the statements provided for in the Trust
Agreement.
"Reserve Fund" means the fund by that name established and held by the Trustee
pursuant to Section 5.03 of the Trust Agreement.
"Reserve Fund Letter of Credit" shall have the meaning given that term in
Section 5.03(b) of the Trust Agreement.
"Reserve Fund Requirement" means, as of any date of calculation, an amount
equal to the maximum amount of principal and interest payable with respect to the Certificates in
any Certificate Year.
"Reserve Fund Surety Bond" shall have the meaning given that term in
Section 5.03(c) of the Trust Agreement.
"S&P" means Standard & Poor's Ratings Services, a division of The McGraw Ffill
Companies, Inc., its successors and assigns, and, if such entity shall for any reason no longer
perform the function of a securities rating agency, "S&P" shall be deemed to refer to any other
nationally recognized rating agency designated by the Authority with the approval of the Ambac
Assurance.
"Sacramento Theatre Company" or "STC" means the Sacramento Theatre
Company, a nonprofit public benefit corporation organized and existing under the laws of the State.
"`Securities Depositories" means The Depository Trust Company and its
successors and assigns and, in accordance with then current guidelines of the Securities and
Exchange Commission, such " other securities depositories as the Authority -may designate in a
certificate of the Authority delivered to the Trustee and which agrees to follow the procedures
required to be followed by such Securities Depository in connection with the Certificates.
"Site Lease Agreement I" means that certain site lease agreement, dated as of
August 1, 2002, by and between the Authority and OVIT, as originally executed or as it may from
time to time be supplemented, modified or amended pursuant to the provisions thereof.
"Site Lease Agreement II" means that certain site lease agreement, dated as of
August 1, 2002, by and among the Authority, the City and the County, as originally executed or as it
may from time to time be supplemented, modified or amended pursuant to the provisions thereof.
"Site Lease Agreements" means, collectively, the Site Lease Agreement I and the
Site Lease Agreement II.
"Sites" means, collectively, the G Street Site and the H Street Site.
"STC Facilities Fee" means the surcharge imposed on all tickets sold (except
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tickets sold for private, fundraising events not open to the general public) for STC performances,
presentations and productions at the Premises until the Certificates are no longer Outstanding
under the Trust Agreement and until the amounts payable under the Facility Lease Agreement have
been fully paid or deemed fully paid in accordance with the Facility Lease Agreement.

"State" means the State of California.
"Sublease Agreement" means that certain sublease agreement, dated as of
August 1, 2002, by and among the Authority, the City and the County, as originally executed and or
as it may from time to time be supplemented, modified or amended pursuant to the provisions
thereof.
"Sublease Payment Fund" means the fund by that name established in
Section 5.01 of the Trust Agreement.
"Sublease Payments" means all rental payments required to be paid by the City
and County to the Authority pursuant to Section 6.01 of the Sublease Agreement, including any
prepayment thereof pursuant to Article XVI of the Sublease Agreement.
"Sublease Payment Schedule" means the schedules of Sublease Payments payable
by the City and County pursuant to the Sublease Agreement, which schedules are attached as
Exhibits D and E to the Sublease Agreement, respectively.
"Supplemental Trust Agreement" means an agreement amending or
supplementing the terms of the Trust Agreement entered into pursuant to the terms of the Trust
Agreement.
"Tax Certificate" means that certain tax certificate and agreement, dated the
Closing Date, by and among the Authority, the City, the County and CMT, as originally executed or
as it may from time to time be supplemented, modified or amended pursuant to the provisions
thereof.

["Theatre Company Tenancy in Common Agreement" means that certain
tenancy in common agreement, dated as of August 1, 2002, by and between the CQVI*f and STC, as
originally executed. or as it may from time to time be supplemented, modified or amended pursuant
to the provisions thereof.]
"Theatre Revenues" means any and all receipts, revenues, fees, charges, income
and other moneys received as a result of or in connection with the ownership and operation of QV1T
(regardless of whether or not received by CMT directly), including but not limited to the following:.
(1) the sales of tickets, including any surcharge related thereto (including season, advance and daily
admission tickets, luxury suites, private suites or other facilities or areas separate from individual
seating) through any means whatsoever, including but not limited to the Premises box office, the
daily event ticket window or -any ticket system or service for events at the Premises; (2) all
concessions (whether at the Premises or other sites), including without limitation, sales of food,
beverages, merchandise, alcoholic and tobacco products, programs, novelties, souvenirs, goods,
publications, clothing, pouring rights and other related items; (3) checkroom for clothing; (4) the
rental of any devices, such as binoculars or other items; (5) media broadcasts, including but not
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limited to, television (broadcast, cable, satellite or other), radio, internet, any other form of
electronic communication or image (virtual signage); (6) endorsements from the use of the name
of the Premises; (7) rental income; (8) royalties; (9) the sale of any advertising from any means
whatsoever, including any rights relating to the name of the Premises or rights to signage at the
Premises; (10) parking revenues (whether at the Premises or other sites); (11) any liquidated damages
payable by the general contractor for the construction of the Premises; (12) Net Proceeds with
respect to the Premises or any portion thereof (if any); (13) all Project Related Revenues; (14) gifts,
grants; bequests, donations and contributions, exclusive of any gifts, grants, bequests, donations and
contributions to the extent specifically restricted by the donor to a particular purpose inconsistent
with their use for the payment of Rental Payments under the Facility Lease Agreement; and (15) all
rights to receive the same, whether in the form of accounts, accounts receivable, contract rights or
other rights, and the proceeds of such rights, whether now owned or held or hereafter coming into
existence. The parties hereto acknowledge that the term "Theatre Revenues" shall be liberally
construed in favor of considering any receipt, revenue, income or other moneys as "Theatre
Revenues." Notwithstanding the foregoing, Theatre Revenues shall not include the proceeds of any
borrowing, amounts released to CMf from the Non-Project Related Revenue Account.
Notwithstanding the foregoing, Theatre Revenues shall not include any revenues from the
Broadway Series Shows:
"Total Rental" means the Sublease Payments, the Base Rental Payments and the
Additional Rental Payments and any other amounts, charges or sums payable by the City and
County pursuant to the Sublease Agreement or CVI'I' pursuant to the Facility Lease Agreement.
"Trust Agreement" means that certain trust agreement, dated as of August 1, 2002,
by and among the Trustee, the Authority, the City and the County, as originally executed or as it
may from time to time be supplemented, modified or amended by a Supplemental Trust Agreement
or otherwise pursuant to the provisions thereof.
"Trustee" means BNY Western Trust Company, a state banking corporation
organized and existing under and by virtue of the laws of the State, or -any other bank or trust
company which may at any time be substituted in its _place as provided in Section 8.02 of the Trust
Agreement.
"Written Request of the Authority" means an instrument in writing signed by or
on behalf of the Authority by its Chair, Vice-Chair, Treasurer or Secretary or by any Person
(whether or not an officer of the Authorio who is specifically authorized by resolution of the Board
of Directors of the Authority to sign or execute such a document on its behalf.
"Written Request of the City" means an instrument in writing signed by the
Treasurer of the City, or by any other Person (whether or not an officer of the Cit^ who is
specifically authorized in writing by the Treasurer of the City to sign or execute such a document.
"Written Request of the County" means an instrument in writing signed by the
Chief Financial Officer of the County, or by any other Person (whether or not an officer of the
Count)) who is specifically authorized in writing by the Chief Financial Officer of the County to
sign or execute such a document.
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OH&S
DRAFT # 6
7/3/02

TRUST AGREEMENT
by and among
BNY WESTERN TRUST COMPANY,
as Trustee,
the
SACRAMENTO REGIONAL ARTS FACILITIES FINANCING AUTHORITY,
the
CITY OF SACRAMENTO
and the

COUNTY OF SACRAMENTO
Dated as of August 1, 2002

RELATING TO $

SACRAMENTO REGIONAL ARTS FACILITIES FINANCING AUTHORITY
SERIES 2002 CERTIFICATES OF PARTICIPATION

C:\Documents an^i1S8g1tigg^ak711^}D^ananietfilD06^6GH^H9CiY&firTu9YstA^geaee^^ 1
_Sacramento_Theatre_Company_COPS_Financing.DOC

TRUST AGREEMENT
This TRUST AGREEMENT (this "Trust Agreement"), dated as of August 1, 2002,
-- -- --- ----^- - - by and among BNY WESTERN TRUST CO1VIl'ANY, a state banking corporation organized and
existing under and by virtue of the laws of the State of California, as trustee (the "Trustee"), the
SACRAMENTO REGIONAL ARTS FACILITIES FINANCING AUTHORITY, a joint exercise
of powers authority organized and existing under the laws of the State of California (the
"Authority"), the CITY OF SACRAMENTO, a municipal corporation and charter city organized
and existing under the laws of the State of California (the "City"), and the COUNTY OF
SACRAMENTO, a political subdivision organized and existing under the laws of the State of
California (the "County");

WITNESSETI-L•
WHEREAS, the Authority intends to assist in the financing and refinancing of the
acquisition, construction, improvement, renovation and equipping of ceitain theatre facilities (the
"Project") located at 1419 H Street, Sacramento, California (the "H Street Site") and 1422 GStreet,
Sacramento, California (the "G Street Site," and together with the H Street Site, the "Sites") by
delivering those certain Certificates of Participation, Series 2002 (the "Certificates") pursuant to this
Trust Agreement; and
WHEREAS, the California Musical Theatre, a nonprofit public benefit corporation
organized and existing under the laws of the State of California ("QVI IT') and the Authority have
executed and entered into that certain site lease agreement, dated as of August 1, 2002 (the "Site
Lease Agreement I"), by and between CMT and the Authority, to lease the G Street Premises (as
defined in the Site Lease Agreement I) to the Authority, and
WHEREAS, the City, the County and the Authority have executed and entered into
that certain site lease agreement, dated as of August 1, 2002 (the "Site Lease Agreement II," and
together with the Site Lease Agreement I, the "Site Lease Agreements"), by and among the City, the
County and the Authority, to lease the H Street Premises (as defined in- the Site Lease Agreement II)
to the Authority; and "
WHEREAS, the Authority, the City and the County have executed and entered into
that certain sublease agreement, dated as of August 1, 2002 (the "Sublease Agreement"), by and
among the City, the County and the. Authority, to lease the G Street Premises and the H Street
Premises (together, the "Premises") to the City and the County, as tenants-in-common; and
WHEREAS, the City, the County and CMT have executed and entered into that
certain facility lease agreement, dated as of August 1, 2002 (the "Facility Lease Agreement") by and
among the City and the County, as tenants- in-common, and CMT to lease the Premises to CMI;
and
WHEREAS, under the Facility Lease Agreement, QVIT is obligated to make, among
other payments, Base Rental Payments (as defined in the Facility Lease Agreement) in an amount
equal to debt service with respect to the Certificates; and
WHEREAS, under the Sublease Agreement, the City and the County are obligated
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to make, among other payments, Sublease Payments (as defined in the Sublease Agreement) in
an amount equal to debt service with respect to the Certificates; and
WHEREAS, the obligations of the City and the County to pay the Sublease
Payments under the Sublease Agreement will be credited (subject to the provisions of the Sublease
Agreement) to the extent that the Trustee receives Base Rental Payments from CMT under the
.Facility Lease Agreement and deposits such amounts in the Interest Fund and the Principal Fund
under this Trust Agreement, and to the extent that Base Rental Payments received under the Facility
Lease Agreement are insufficient to pay debt service with respect to the Certificates, the City and the
County will pay any deficiency in the proportion of fifty percent (50%) each; and
WHEREAS, all rights to receive the Sublease Payments have been assigned without
recourse by the Authority to the Trustee pursuant to that certain Assignment Agreement, dated as of
August 1, 2002 (the "Assignment Agreement) by and between the Authority and the Trustee; and
WHEREAS, the Trustee has agreed to execute and deliver the Certificates in an
amount equal to the aggregate principal components of the Sublease Payments, each evidencing and
representing a fractional undivided interest in such Sublease Payments; and

WHEREAS, the proceeds of the Certificates will be used by the Authority to finance
and refinance the Project; and
WHEREAS, the Authority, the City and the County have determined that all acts,
conditions and things required by law to exist, to have happened and to have been performed
precedent to and in connection with the execution and delivery of this Trust Agreement do exist,
have happened and have been performed in regular and due time, form and manner as required by
law, and the parties hereto are now duly authorized to execute and enter into this, Trust Agreement;

NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND OF
THE MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR
OTHER VALUABLE CONSIDERATION, THE PARTIES DO HEREBY AGREE AS
FOLLOWS:
DEFINITIONS; EQUAL SECURITY
Definitions. The terms defined in Exhibit A, attached hereto and by this reference incorporated
herein and made a part hereof, shall for all purposes hereof have the meanings ascribed to them
therein, unless the context clearly requires some other meaning.
Interpretation.
(a)
Unless the context otherwise indicates, all words expressed in the singular
shall include the plural and vice versa, and the use of the neuter, masculine or feminine gender is for
convenience only and shall be deemed to mean and include the neuter, masculine or feminine
gender, as appropriate.
(b)
All captions or headings of the articles and sections and subsections hereof
and the table of contents hereof are solely for convenience of reference and do not constitute a part
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hereof and shall not affect the meaning, construction or effect hereof.
All references. herein to "Articles," "Sections" and other subsections are to
(c)
the corresponding Articles, Sections or subsections hereof, and the words "herein," "hereof,"
"hereby," "hereunder" and other words of similar import refer to this Trust Agreement as a whole
and not to any particular Article, Section or subsection hereof.
Exhibits. The following Exhibits are attached hereto and by this reference incorporated herein and
made a part hereof:
Exhibit A:

Master List of Definitions

Exhibit B:

Prepayment Provisions

Exhibit C:

Form of Certificate of Participation

Exhibit D:

Form of Requisition from Project Fund

Equal Security. In consideration of the acceptance of the Certificates by the Owners, the Trust
Agreement shall be deemed to be and shall constitute a contract between the Trustee and the
Owners to secure the full and final payment of the interest and principal and premium represented
by the Certificates which may be executed and delivered hereunder, subject to the agreements,
conditions, covenants and terms contained herein; and all agreements, conditions, covenants and
terms contained herein required to be observed or performed by or on behalf of the Trustee shall be
for the equal and proportionate benefit, protection and security of all Owners without distinction,
preference or priority as to security or otherwise of any Certificates over any other Certificates by
reason of the number or date thereof or the time of execution or delivery thereof or for any cause
'whatsoever, except as provided for in this series of Certificates and as otherwise expressly provided
herein or therein.

TERMS AND CONDITIONS OF CERTIFICATES
Preparation of Certificates. The Trustee is hereby authorized to prepare the Certificates designated
the "Sacramento Regional Arts Facilities Financing Authority Series 2002 Certificates of
Participation", in the aggregate principal amount of
dollars ($1 , evidencing and
representing the aggregate principal components of the Sublease Payments and each evidencing and
representing a fractional undivided interest in the Sublease Payments.
Denominations and Dating of Certificates. The Certificates shall be prepared in the form of fully
registered Certificates in the denomination of five thousand dollars ($5,000) each or any integral
multiple thereof. The Certificates shall be registered initially in the name of "Cede & Co.," as
nominee of the Depository and shall be evidenced by one Certificate for each Certificate Payment
Date in the total aggregate principal amount of the Certificates of such Certificate Payment Date.
Registered ownership of the Certificates, or any portion thereof, may not thereafter be transferred
except as set forth in Section 2.11 hereof.
The Certificates shall be dated as of August 1, 2002 and shall evidence and represent
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the payment of interest from the date thereof and continuing to the Certificate Payment Date or the
date of prior payment thereof, whichever is earlier.
Payment Dates of Certificates: Medium, Method and Place of Payment. '1'he Certif icates shall-have _
Certificate Payment Dates of September 1 in the years and shall evidence and represent principal
components in the amounts, with an interest component with respect thereto calculated on the basis
of a 360-dayyear composed of twelve 30-day months at the rates, as follows:
Certificate
Payment Date
(September 1)

Principal
Component

Interest
Component

The principal evidenced and represented by the Certificates shall be payable on
September 1 of each year, beginning on September 1,
and continuing to and including
September 1,
and on September 1,
and on September 1,
. Certificates payable on
through September 1,
, both inclusive, evidence and represent the principal
September 1,
component of the Sublease Payments coming due on their respective Certificate Payment Dates.
Certificates with a Certificate Payment Date of September 1,
. evidence and represent, in the
aggregate, the principal components of the Sublease Payments due on September 1,
through
and Certificates with a Certificate Payment Date of September 1,
September 1,
evidence
and represent, in the aggregate, the principal components of the Sublease Payments due on
, and a portion of such Certificates are subject to
through September 1,
September 1,
mandatory sinking fund prepayment on such dates pursuant to Section 4.01(b).
The interest evidenced and represented by the Certificates shall be payable on
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March 1 and September 1 of each year, beginning on September 1, 2002 and continuing to and
including their Certificate Payment Dates or on prepayment prior thereto, and shall evidence and
represent the sum of the portions of the Sublease Payments designated as interest components
coming due on the Interest Payment Dates in each year.
The principal of and premium, if any, evidenced and represented by the Certificates
shall be payable in lawful money of the United States of America to the Owner thereof, upon the
surrender thereof at the Principal Office of the Trustee. The interest represented by the Certificates
shall be payable in like lawful money to the person whose name appears on the Certificate
registration books of the Trustee as the Owner thereof as of the close of business on the 15th day of
the month immediately preceding the Interest Payment Date, whether or not such day 'is a Business
Day, such interest to be paid by check mailed by first class mail on the date such interest is due to
such Owner at such address as appears on such registration books. Upon the written request of an
Owner of $1,000,000 or more in principal amount of Certificates, submitted to the Trustee on or
before the fifteenth day of the month preceding each Interest Payment Date, interest with respect to
such Certificates shall be paid by wire transfer in immediately available funds to the bank account
number on file with the Trustee.
As long as Cede & Co. is the Owner of all or part of the Certificates in book entry
form, said interest payments shall be made to Cede & Co. by wire transfer in immediately available
funds. CCJSIP number identification shall accompany all payments of interest, principal and
premiums, if any, whether by check or by wire transfer.
The Trustee may treat the Owner of any Certificate as the absolute owner of such
Certificate for all purposes, whether or not such Certificate shall be overdue, and the Trustee shall
not be affected by any knowledge or notice to the contrary, and payment of the interest and
principal and premium evidenced and represented by such Certificate shall be made only to such
Owner as above provided, which payments shall be valid and effectual to satisfy and discharge the
liability evidenced and represented by such Certificate to the extent of the sum or sums so paid. All
Certificates paid pursuant to the provisions of this Section shall be cancelled by the Trustee and shall
not be redelivered.
Form of Certificates. The Certificates and the form of the assignment to appear thereon shall be in
substantially the forms set forth in Exhibit C, with necessary or appropriate insertions, omissions
and variations as permitted or required hereby.
Execution of Certificates. The Certificates shall be executed by the Trustee by the manual signature
of an authorized signatory of the Trustee.
Transfer and Payment of Certificates; Exchange of Certificates. Certificates are transferable by the
Owner thereof, in person or by such Owner's attorney duly authorized in writing, at the Principal
Office of the Trustee on the books required to be kept by the Trustee pursuant to the provisions of
Section 2.07, upon surrender of such Certificates for cancellation accompanied in the case of
transfer by delivery of a duly executed written instrument of transfer in the form appearing on the
Certificate. The Trustee may treat the Owner of any Certificate as the absolute owner of such
Certificate for all purposes, whether or not such Certificate shall be overdue, and the Trustee shall
not be affected by any knowledge or notice to the contrary, and payment of the interest and
principal and premium represented by such Certificate shall be made only to such Owner, which
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payments shall be valid and effectual to satisfy and discharge the liability represented by such
Certificate to the extent of the sum or sums so paid.
Whenever any -Certificate or Certificates shall be surrendered for transfer, the
Trustee shall execute and deliver a new Certificate or Certificates of the same Certificate Payment
Date representing the same principal amount. The Trustee shall require the payment by any Owner
requesting such transfer of any tax or other governmental charge required to be paid with respect to
such transfer.
Certificates may be exchanged at the Principal - Office of the Trustee for a like
aggregate principal amount of Certificates of other authorized denominations of the same Certificate
Payment Date. The Trustee shall require the payment by the Owner requesting such exchange of
any tax or other governmental charge required to be paid with respect to such exchange.
The Trustee shall not be required to transfer or exchange any Certificate after the
fifteenth day of the month next preceding each Interest Payment Date or during the period
designated by the Trustee for selection of Certificates for prepayment, and the Trustee shall not be
required to transfer or exchange any Certificate selected for prepayment in whole or in part from
and after the date of mailing the notice of prepayment of such Certificate or such part thereof.
Certificate Registration Books. The Trustee will keep at its Principal Office sufficient books for the
registration and transfer of the Certificates, which books shall be available for inspection by the
Authority, the City and the County or any Owner or such Owner's agent duly authorized in writing
upon reasonable prior notice during regular business hours and under reasonable conditions; and
upon presentation for such purpose the Trustee shall, under such reasonable regulations as. may
prescribe, register or transfer the Certificates on such books as hereinabove provided.
Temporary Certificates. The Certificates may be initially delivered in temporary form exchangeable
for definitive Certificates when ready for delivery, which temporary Certificates shall be printed,
lithographed or typewritten, shall be of such authorized denominations as may be determined by the
Trustee, shall be in fully registered form and shall contain such reference to any of the provisions
hereof as may be appropriate. Every temporary Certificate shall be executed and delivered by the
Trustee upon the same conditions and terms and in substantially the same manner as definitive
Certificates. If the Trustee executes and delivers temporary Certificates, it will prepare and execute
definitive Certificates without delay, and thereupon the temporary Certificates may be surrendered at
the Principal Office of the Trustee in exchange for such definitive Certificates, and until so
exchanged such temporary Certificates shall be entitled to the same benefits hereunder as definitive
Certificates executed and delivered hereunder.
Certificates Mutilated, Lost, Destroyed or Stolen. If any Certificate shall become mutilated, the
Trustee, at the expense of the Owner thereof, shall execute and deliver a new Certificate of like
tenor, Certificate Payment Date and number in exchange and substitution for the Certificate so
mutilated, but only upon surrender to the Trustee of the Certificate so mutilated. Every mutilated
Certificate so surrendered to the Trustee shall be cancelled by it. If any Certificate 'shall be lost,
destroyed or stolen, evidence of such loss, destruction or theft may be submitted to the Trustee, and
if such evidence is satisfactory to the Trustee and indemnity satisfactory to the Trustee shall be
given, the Trustee, at the expense of the Owner thereof, shall execute and deliver a new Certificate
of like tenor and Certificate Payment Date, numbered as the Trustee shall deternune, in lieu of and
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in substitution for the Certificate so lost, destroyed or stolen. The Trustee may require payment
of a sum not exceeding the actual cost of preparing each new Certificate executed and delivered
by it under this Section and of the expenses which may be incurred by it under this Section. Any
Certificate -executed and° delivered under the-provisions of -this Section in lieu of -any Certificate
alleged to be lost, destroyed or stolen shall be equally and proportionately entitled to the benefits
hereof with all other Certificates executed and delivered hereunder, and the Trustee shall not be
required to treat both the original Certificate and any replacement Certificate as being Outstanding
for the purpose of determining the amount of Certificates which may be executed and delivered
hereunder or for the purpose of determining any percentage of Certificates Outstanding hereunder,
but both the original and replacement Certificate shall be treated as one and the same.
Notwithstanding any other provision of this Section, in lieu of executing and delivering a new
Certificate for a Certificate which has been lost, destroyed or stolen and which has matured or has
been called for prepayment, the Trustee may make payment of the principal and interest evidenced
and represented by such Certificate to the Owner thereof.
Destruction-of.Cancelled Certificates. Whenever in this Trust Agreement provision is made for the
surrender to or cancellation by the Trustee of any Certificates, the Trustee shall cancel and destroy
such Certificates and deliver a certificate of such cancellation and. destruction to the Authority;
provided, that if destruction of such Certificates is requested by the Authority, the Authority agrees
to reimburse the Trustee for costs incurred in connection. with the microfilming or other permanent
record relating thereto.
Use of Depository. Notwithstanding any-provision of this Trust Agreement to the contrary:
The - Certificates shall be initially delivered and registered as provided in Section 2.02. Registered
ownership of the Certificates, or anyportion thereof, may not thereafter be transferred except:
To any successor of the Depository or its nominee, or to: any substitute depository designated
pursuant to clause (i^ of this subsection, (a) ("substitute depository") or its successor, provided, that
any successor of the Depository or=substitute depository shall be qualified under any applicable -laws
_ to .provide the-service proposed to be provided by it;
To any substitute depository designated by the Authority and not objected to by the Trustee, upon
(1) the resignation of the Depository or its successor (or any substitute depository or its successor)
or (2) a determination by the Authority that the Depository.or its successor (or any substitute
depository or its successor) is no longer able to carry out its functions as depository, provided, that
any such substitute depository shall be qualified under any applicable laws to provide the services
proposed to be provided by it; or
To any person as provided below, upon (1) the resignation of the Depository or its successor (or
substitute depository or its successor) from its functions as depository; provide d, that no substitute
depository which is'not objected to by the Trustee can be obtained or (2) a determination by the
Authority that it is in the best interests of the Authority to remove the Depository or its successor
(or any substitute depository or its successor) from its functions as depository.
In the case of any transfer pursuant to clause (i) or clause (ii) of subsection (a) hereof, upon receipt
of the Outstanding Certificates by the Trustee, together with a statement of the Authority to the
Trustee, a single new Certificate for each Certificate Payment Date shall be executed and delivered
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in the aggregate principal amount of the Certificates of such Certificate Payment Date then
Outstanding, registered in the name of such successor or such substitute depository or its successor,
or their nominees, as the case may be, all as specified in such statement of the Authority. In the case
of any transfer pursuant to clause (iu) of subsection (a) hereof, upon receipt of the Outstanding
Certificates by the Trustee, new Certificates shall be executed and delivered in such denominations
and registered in the names of such persons as are requested in such a statement of the Authority,
subject to the limitations of Section 2.02 hereof, provide d, the Trustee shall not be required to
deliver such new Certificates within a period less than sixty (60) days from the date of receipt of
such statement of the Authority.
In the case of partial prepayment or an advance refunding of the Certificates evidencing all or a
portion of the principal amount then Outstanding, the Depository shall make an appropriate
notation on the Certificates indicating the date and amounts of such reduction in principal, in form
acceptable to the Trustee.
The Authority and the Trustee shall be entitled to treat the person in whose name any Certificate is
registered as the Owner thereof for all purposes of the Trust Agreement and. any applicable laws,
notwithstanding any notice to the contrary received by any of such parties; and the Authority and
the Trustee shall have no responsibility for transmitting payments to, communication with;
notifying, or otherwise dealing with any beneficial owners of the Certificates. Neither the Authority
or the Trustee will have any responsibility or obligation, legal or otherwise, to the beneficial owners
or to any other party including the Depository or its successor (or substitute depository or its,
successor), except to the Owner of any Certificate.
So long as the. Outstanding Certificates are registered in the name of Cede & Co. or its registered
assigns, the Authority and the Trustee shall cooperate with Cede & Co., as sole registered Owner,
and its registered assigns in effecting payment of the principal of and prepayment price, if any, and
interest with respect to the Certificates by arranging for payment in such manner that funds for such
payments are properly identified and are made immediately available on the date they are due.

DELIVERY-OF CERTIFICATES;
APPLICATION OF PROCEEDS AND OTHER FUNDS
Delivea of Certificates. The Trustee is hereby authorized to execute and deliver the Certificates
upon receipt of a Written Request of the Authority in the aggregate principal amount of
($
)•
Application of Proceeds of Certificates and Other Funds. Upon the receipt of payment for the
Certificates when the same shall have been duly executed and delivered and upon receipt of
of equity from CMT, the Trustee shall, on behalf of the Authority, take the
$
following actions:

deposit $
(i)
the Sublease Payment Fund;
deposit $
(ii)
Certificates through

, repre senting accrued interest, in the Interest Fund of

, representing capitalized interest with respect to the
, in the Capitalized Interest Account of the Interest Fund;
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deposit $
(1)
Reserve Fund;
(iv)

deposit $

(v)
transfer $
prepayment of the QVIT Note; and

(vi)

deposit $

, representing the Reserve Fund Requirement, in the

in the Costs of Delivery Fund;
to Fidelity National Title Company for the

in the Project Fund:

The Trustee may, in its discretion, establish a temporary fund or account in its books
and records to facilitate such transfers.
Insurance and Condemnation Proceeds Fund. (a) The Trustee shall establish (when required),
maintain and hold in trust a separate fund designated, as the "^Insurance and Condemnation Proceeds
Fund," and administer said fund as set forth in subsection (b) of this Section.
(b)
All proceeds of the insurance carried pursuant to the Sublease Agreement. .
and the Facility Lease Agreement (except proceeds. of the liability portion; if any, of such insurance),
and proceeds of any condemnation awards with respect to the Premises shall be paid immediately
upon receipt by the Authority, the City, the County or other named insured parties to the Trustee
for deposit in a special fund which the Trustee shall then establish and maintain and hold in trust, to
be known as the "Insurance and Condemnation Proceeds Fund." The Authority, after consultation
with CMT, shall give written notice to the Trustee within 60 days following the deposit of funds in
the Insurance and Condemnation Proceeds Fund that the Authority, after consultation with CMT,
elects either to use such proceeds to prepay the Certificates or to repair or replace the damaged or,
lost property. If the Authority, after consultation with CMT, elects to repair or replace such
property, the Trustee shall pay such proceeds to the Authority upon written direction of the
Authority and the Authority shall proceed reasonably promptly to repair or replace such property.
In the event the Authority, after consultation with CMT, elects to repair or replace the properry
damaged, destroyed or taken, the'Authority shall furnish to the Trustee (if requested by the Trustee)
:plans of-the -contemplated- repair -or replacement;--accompanied by a certificate of an architect- or-,
other qualified expert estimating the reasonable cost of such repair or.replacement and a Statement
of the Authority stating that amounts in the Insurance and Condemnation Proceeds Fund, together
with investment income reasonably expected to be received with respect thereto and any other
funds available or reasonably expected to become available therefor (and which the Authority, shall
agree to deposit in said fund when so available), shall be sufficient to repair or replace the property
damaged, destroyed or taken in accordance with said plans. After deducting therefrom the
reasonable charges and expenses of the Trustee in connection with the collection and disbursement
of such moneys, moneys in the Insurance and Condemnation Proceeds Fund shall be disbursed by
the Trustee for the purpose of repairing or replacing the property damaged, destroyed or taken in
the same manner as required in. Section 3.05 of the Trust Agreement for disbursements from the
Project Fund.
In the event the Authority shall elect to apply the proceeds to the
(c)
.prepayment of the Certificates, as provided in subsection (b) of this Section, the Trustee shall
transfer all amounts in the Insurance and Condemnation Proceeds Fund on account of such
damage, destruction or condemnation to the Prepayment Fund in order to prepay the Sublease
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Payments (and thereby the Certificates).
Establishment and Ap12lication of Costs of Delivery Fund. The Trustee shall establish, maintain and
hold in trust a separate fund designated as the "Costs of Delivery Fund." Moneys deposited in said
fund shall be used to pay Delivery Costs with respect to the Certificates upon receipt by the Trustee
of a Requisition of the Authority stating the Person to whom payment is to be made, the amount to
be paid, the purpose for which the obligation was incurred and that such payment is a proper charge
against said fund. At the end of three hundred sixty-five (365) days from the date of initial
execution and delivery of the Certificates, or upon earlier receipt of a Statement of the Authority
that amounts in said fund are no longer required for the payment of Delivery Costs, said fund shall
be terminated and any amounts then remaining in said fund shall be transferred to the Project Fund.
Upon such transfer, the Costs of Delivery Fund shall be closed.
Establishment and Application of Project Fund.

The Trustee shall establish, maintain and hold in trust a separate fund
(a)
designated as the "Project Fund." The moneys in the Project Fund shall be used and withdrawn by
the Trustee to pay the costs of the Project. No moneys in the Project Fund shall be used to pay
Delivery Costs.
(b)
Before any payment from the Project Fund shall be made, the Authority shall
file or cause to be filed with the Trustee a Requisition in the form attached hereto as Exhibit D
stating (1) the item number of such payment; (2) the name of the Person to whom each such
payment is due, which may be the Authority in the case of _reimbursement for Project costs
theretofore paid by the Authority, (3) the respective amounts to be paid; (4) the purpose by general
classification for which each obligation to be paid was incurred; (5) that obligations in the stated
amounts have been incurred by the Authority and are presently due and payable (or has been paid
by or on behalf of the Authorit^ and that each item thereof is a proper charge against the Project
Fund and has not been previously paid from the Project Fund; and (6) that there has not been filed
with or served upon the Authority any notice of claim of lien, or attachment upon, or claim affecting
the right to receive payment of, any of the amounts payable to any of the persons named in such
Requisition, that has not been released or will not be released simultaneously with the payment of
such obligation, other than materialmen's or mechanics' liens accruing by mere operation of law.
Upon receipt of a Requisition, the Trustee shall pay the amount set forth in such
Requisition as directed by the terms thereof out of the Project Fund. The Trustee may conclusively
rely upon such Requisition and shall have no responsibility or duty to investigate any of the matters
set forth therein. The Trustee shall not make any such payment if it has received any written notice
of claim of lien, attachment upon, or claim affecting the right to receive payment of, any of the
monies to be so paid, that has not been released or will not be released simultaneously with such
payment.
(c)
When the Project shall have been completed, there shall be delivered to the
Trustee a Certificate of the Authority stating the fact and date of such completion and stating that all
of the costs thereof have been determined and paid (or that allof such costs have been paid less
specified claims that are subject to dispute and for which a retention in the Project Fund is to be
maintained in the full amount of such claims until such dispute is resolved). Upon the receipt of
such Certificate of the Authority, the Trustee shall, as directed by said Certificate of the Authority,
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transfer any remaining balance in such Project Fund, less the amount of any such retention, to the
Principal Fund and the Project Fund shall be closed.
Validity of Certificates. The validity of the authorization, execution and delivery of the Certificates
is not dependent on and shall not be affected in any way by any proceedings taken by the Authority,
the City or the County with respect to or in connection with the Sublease Agreement. The recital
contained in the Certificates that all acts, conditions and things required by the Constitution and
statutes of the State of California to exist, to have happened and to have been performed precedent
to and in the delivery thereof shall be conclusive evidence of their validity and of compliance with
the provisions of law in their execution and delivery.

PREPAYMENT OF CERTIFICATES
Terms of Prepayment. Extraordinary Prepa,yment. The Certificates are subject to prepayment on
any date prior to their respective Certificate Payment Dates, as a whole, or in part on a
proportionate basis among'Certificate Payment Dates (and by lot within each Certificate Payment
Date), from prepaid Sublease Payments made by the City and the County from funds received by
the Authority due to casualty loss or governmental taking of the Premises or portions thereof, if
such amounts are not used to repair or replace the Premises in accordance with the provisions of
this Trust Agreement, under the circumstances and upon the conditions and terms prescribed
herein, at a prepayment price equal to the sum of the principal amount represented thereby plus
accrued interest represented thereby to the date fixed for prepayment,, without premium.
Mandatory Sinking Fund Prepayment.
The Certificates with Certificate Payment Dates of
September 1,
shall beject
sub
to mandatory prepayment prior to their Certificate Payment
Dates, in part on September 1 of each year on and after September 1,
, by lot, from and in the
amount of the principal components of the Sublease Payments due and payable on such dates, at a
prepayment price equal to the sum of the principal amount represented thereby plus accrued interest
represented thereby to the date fixed for prepayment, without premium. (Schedules showing such
Sublease Payments due and payable on such dates are attached as Exhibit B. Such schedules shall
be adjusted to the extent that the Sublease Payments schedules attached to the Sublease Agreement
are adjusted)
The Certificates with Certificate Payment Dates of September 1,
(u)
shall be subject to mandatory prepayment prior to their Certificate Payment Dates, in part on
September 1 of each year on and after September 1,
, by lot, from and in the amount of the
principal components of the Sublease Payments due and payable on such dates, at a prepayment
price equal to the sum of the principal amount represented thereby plus accrued interest represented
thereby to the date fixed for prepayment, without premium. -(Schedules showing such Sublease
Payments due and payable on such dates are attached as Exhibit B. Such schedules shall be adjusted
to the extent that the Sublease Payments schedules attached to the Sublease Agreement are
adjusted)
Optional Prepayrnent. The -Certificates with a Certificate Payment Date on or after September 1,
shall also be subject to prepayment prior to their respective stated Certificate Payment Dates,
at the option of the Authority, as a whole on any date on or after September 1,
, or in part
among maturities to be selected by the Authority, and by lot within any such Certificate Payment
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Date if less than all of the Certificates of such Certificate Payment Date be prepaid, from any source
of available funds (in integral multiples of $5,000), on any date on or after September 1,
, at the
following prepayment prices (expressed as percentages of the principal amount) plus accrued
interest represented thereby to the date fixed for prepayment:
Prepayment Period
(Dates Inclusive)

Prepayment Price

Selection of Certificates for Prepayment. Whenever less than all the Outstanding Certificates
payable on any one Certificate Payment Date are to be prepaid on any one date, the Trustee shall
select the Certificates of such Certificate Payment Date to be prepaid from the Outstanding
Certificates payable on such Certificate Payment Date by lot in any manner that the Trustee deems
fair, and the Trustee shall promptly notify the Authority in writing of the numbers of the Certificates
so selected for prepayment on such date. For purposes of such selection, Certificates shall be
deemed to be composed of $5,000 portions, and any such portion may be separately prepaid.
Notice of Prepayment. Notice of prepayment shall be mailed, first class postage prepaid, to the
respective Owners of any Certificates designated for prepayment at their addresses appearing on the
books required to be kept by the Trustee pursuant to the provisions of Section 2.07 and to the
Information Services not less than thirty (30) nor more than sixty (60) days prior to the prepayment
date. Each notice of prepayment shall state the prepayment date, the prepayment place and the
prepayment price, shall designate the serial numbers of the Certificates to be prepaid by giving the
individual number of each Certificate or by stating that all Certificates between two stated numbers,
both inclusive, have been called for prepayment, and shall require that such Certificates be then
surrendered for prepayment; and shall also state that the interest represented by the Certificates
designated for prepayment shall cease to accrue from and after such prepayment date and that on
such prepayment date there will become due and payable on each of the Certificates designated for
prepayment the prepayment price represented thereby. Such notice shall, in addition to setting forth
the above information, in the case of each Certificate called for prepayment in part only state the
amount of the principal amount represented thereby which is to be prepaid. Any notice mailed as
provided herein shall be conclusively presumed to have been given, whether or not such Owner
receives the notice.
In case of the prepayment as permitted herein of all the Certificates then
Outstanding, or of all the Certificates of any one Certificate Payment Date then Outstanding, notice
of prepayment shall be given by mailing as hereinabove provided, except that the notice of
prepayment need not specify the serial numbers of the Certificates to be prepaid.
The Trustee shall give notice of prepayment of any Certificates to be prepaid upon
receipt of a Written Request of the Authority (which request shall be given to the Trustee at least
forty-five (45) days prior to the date fixed for prepayment), but only after the City and the County
shall have made a prepaid Sublease Payment to the Trustee and the Trustee shall have deposited in
the Prepayment Fund established pursuant to Section 5.02(iu) such prepaid Sublease Payment in an
amount sufficient for the payment of the prepayment price represented by all Certificates to be
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prepaid (or the Trustee determines that a prepaid Sublease Payment will be made available to it
in an amount sufficient and in time sufficient for such purpose).
Partial Prepayment of Certificates. Upon surrender of any Certificate prepaid in part only, the
Trustee shall execute and deliver to the. Owner thereof a new Certificate or Certificates having the
same Certificate Payment Date and representing the unprepaid principal amount of the Certificate
surrendered.
Effect of Prepayment. If notice of prepayment has been duly given as aforesaid and moneys for the
payment of the prepayment price on the Certificates to be prepaid are held by the Trustee, then on
the prepayment date designated in such notice the Certificates so called for prepayment shall
become payable at the prepayment-price specified in such notice; and from and after the date so
designated interest represented by the Certificates so called for prepayment shall cease to accrue,
such Certificates shall cease to be entitled to any benefit or security hereunder and the Owners of
such Certificates shall have no rights in respect thereof except to receive payment of the prepayment
price represented thereby. The Trustee shall, upon surrender for payment of any of the Certificates
to be prepaid, pay such Certificates at the prepayment price thereof.
All Certificates prepaid pursuant to the provisions of this Article shall be cancelled
by the Trustee and shall not be redelivered.

RENTAL PAYMENTS
Sublease Payments; Establishment of Sublease Payment Fund and Subaccounts. (a) The Sublease
Payments shall be used for the punctual payment of the interest and principal represented by the
Certificates and the Sublease Payments shall not be used for any other purpose while any of the
Certificates remain Outstanding.

The Trustee shall establish and maintain a fund separate from any other fund
(b)
established and _maintained hereunder designated as the Sublease Payment Fund.
All Sublease Payments shall be paid directly by the City and the County (or by CMT
pursuant to the Facility Lease Agreement, on behalf of the City and the County) to the Trustee for
deposit in the Sublease Payment Fund, and, if received by the Authority any time shall be deposited
by the Authority with the Trustee within one Business Day after the receipt thereof for deposit in
the Sublease Payment Fund.
Deposit of Sublease Payments. The Trustee shall deposit the Sublease Payments in the Sublease
Payment Fund at the times and in the manner hereinafter provided in the following respective
funds, each of which the Trustee hereby agrees to establish and maintain so long as any Certificates
are Outstanding, and the moneys in each of such funds shall be disbursed only for the purposes and
uses hereinafter authorized.
Interest Fund. The Trustee, on March 1 and September 1 of each year (commencing on
1, ___), shall deposit in the Interest Fund that amount of moneys (after taking into
account transfers from the Capitalized Interest Account) representing the portion of the Sublease
Payments designated as interest components coming due on each such March 1 or September 1
date, respectively. Moneys in the Interest Fund shall be used and withdrawn by the Trustee solely
(A)
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for the purpose of paying the interest represented by the Certificates when due and payable.
Capitalized Interest Account. The Trustee shall establish
(B)
maintain within the Interest Fund a separate account designated the "Capitalized Interest Account."
The Trustee shall-transfer from the Capitalized Interest Account and deposit in the Interest Fund
the following amounts on the following dates:
Date

Amount

Control Agreement. In the event that on January 15 and
(C)
July 15 of each year, commencing
the Custodian has not notified the Trustee that
the Custodian holds under the Control Agreement an amount sufficient to pay the interest
components due with respect to the Certificates on the next succeeding March 1 and September 1,
the Trustee shall advise the Authority, which shall so advise CM`I' and which shall require C1VFI' to
make up such deficiency by an immediate transfer to the Trustee for deposit in the Interest Fund of
the amount of such deficiency as provided in Section 6.01(a) of the Facility Lease Agreement. In
the event that on the thirtieth (30th) day and again on the second (2nd) Business Day preceding an
Interest Payment Date amounts on deposit in the Interest Fund are insufficient to pay the interest
components due with respect to the Certificates on the next succeeding Interest Payment Date, the
Trustee shall give Immediate Notice to the City and the County and the City and the County shall
make Sublease Payments pursuant to Section 6.01 of the Sublease Agreement in an amount
sufficient to cause the moneys on deposit in the Interest Fund to be equal to the interest coming due
on such Interest Payment Date.
Principal Fund.
(A)
The Trustee; on September 1' of each year
(i)
(commencing on September 1, _), shall deposit in the Principal Fund that amount of moneys
representing the portion of the Sublease Payments designated as the principal component coming
due on such September l date, respectively. Moneys in the Principal Fund shall be used and
withdrawn by the Trustee solely for the purpose of paying the principal represented by the
Certificates when due and payable, including the mandatory prepayment of any Certificates
representing the principal components of Sublease Payments payable in more than one year.
'
(B)

Control Agreement. In the event that on July 15 of each
year, commencing
the Custodian has not notified the Trustee that the Custodian
holds under the Control Agreement an amount sufficient to pay the principal components due with
respect to the Certificates on the next succeeding September 1, the Trustee shall advise the
Authority, which shall so advise CMT and which shall require CMT to make up such deficiency by
an immediate transfer to the Trustee for deposit in the Principal Fund of the amount of such
deficiency as provided in Section 6.01(a) of the Facility Lease Agreement. In the event that on the
thirtieth (30th) day and again on the second (2nd) Business Day preceding a Principal Payment Date
amounts on deposit in the Principal Account are insufficient to pay the principal components due
with respect to the Certificates on the next succeeding Principal Payment Date, the Trustee shall
give Immediate Notice to the City and the County and the City and the County shall make Sublease
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Payments pursuant to Section 6.01 of the Sublease Agreement in an amount sufficient to cause
the moneys on deposit in the Principal Fund to be equal to the principal coming due on such
Principal Payment Date.
Prepa^nnent Fund. The Trustee, on the prepayment date specified in the
(ii)
Written Request of the Authority filed with the Trustee at the time that any prepaid Sublease
Payment is paid to the Trustee pursuant to the Sublease Agreement, shall deposit in the Prepayment
Fund that amount of moneys representing the portion of the Sublease Payments designated as
prepaid Sublease Payments. Moneys in, the Prepayment Fund shall be used and withdrawn by the
Trustee solely for the purpose of paying the interest and principal and any applicable premium
represented by the Certificates to be prepaid.
Application of Reserve Fund. (a) All amounts in the Reserve Fund shall be used and withdrawn by
the Trustee solely for the purpose of making up any deficiency in the Principal Fund or the Interest
Fund, or (together with any other moneys available therefor) for the prepayment of all Sublease
Payments and thereby the prepayment of all Certificates then Outstanding; provided, that if the
amount of Outstanding Certificates is less than the amount on deposit in the Reserve Fund,
amounts on deposit in the Reserve Fund may be used to pay remaining principal due with respect to
the Certificates.
(b)
In lieu of maintaining and depositing moneys in the Reserve Fund, the
Authority may deposit with the Trustee a letter of credit (i) which is issued by a bank with a credit
rating at the time of, deposit of such letter of credit into the Reserve Fund of at least investment
grade from each Rating Agency and (ii) which has a term of at least five years from the date of
issuance thereof (a "Reserve Fund Letter of Credit"). If the credit rating of the bank issuing such
Reserve Fund Letter of Credit falls below investment grade, the Authority shall within twelve
months of such downgrading either (i) substitute a new Reserve Fund Letter of Credit satisfying the
requirements of this paragraph, (ii) fund the Reserve Fund through the deposit of cash or a Reserve
Fund Surety Bond satisfying the requirements of the immediately succeeding paragraph or (iii) fund
the Reserve Fund through a combination of (i) and (ii). At least six months prior to the expiration
date of a Reserve Fund Letter of Credit on deposit, in the Reserve Fund, the Authority shall either (i)
substitute a new Reserve Fund Letter of Credit satisfying the requirements of this paragraph, (ii)
fund the Reserve Fund through the deposit of cash or an irrevocable surety bond policy satisfying
the requirements of the,immediately succeeding paragraph or (iu) fund the Reserve Fund through a
combination of (i) and (ii). Any such Reserve Fund Letter of Credit shall permit the Trustee to draw
amounts thereunder for deposit in the Reserve Fund which, together with any moneys on deposit in,
or a Reserve Fund Surety Bond available to fund, the Reserve Fund, are not less than the Reserve
Fund Requirement and which may be applied to any purpose for which moneys in the Reserve Fund
may be applied. The Trustee shall make a drawing on such Reserve Fund Letter of Credit (i)
whenever moneys are required for the purposes for which Reserve Fund moneys may be applied,
and (ii) prior to any expiration or termination thereof; provided, that no such drawing need be made
if other moneys are available in the Reserve Fund in the amount of the Reserve Fund Requirement.
(c)
In lieu of maintaining and depositing moneys in the Reserve Fund, the
Authority also may maintain in effect an irrevocable surety bond policy (i) which is issued by a bond
insurance company with a claims-paying ability rating at the time of deposit of such surety bond
policy into the Reserve Fund of at least investment grade from each Rating Agency and (iu) has a
term of at least five years from the date of issuance thereof ("Reserve Fund Surety Bond"). If the
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credit rating of the bond insurance company issuing such Reserve Fund Surety Bond falls below
investment grade, the Authority shall either (i) substitute a new Reserve Fund Surety Bond satisfying
the requirements of this paragraph, (ii) fund the Reserve Fund through the deposit of cash or a
Reserve Fund Letter of Credit satisfying the requirements of the immediately preceding paragraph
or (iu) fund the Reserve Fund through a combination of (i) and (ii). At least six months prior to the
expiration date of a Reserve Fund Surety Bond on deposit in the Reserve Fund, the Authority shall
either (i) substitute a new Reserve Fund Surety Bond satisfying the requirements of this paragraph,
(ii) fund the Reserve Fund through the deposit of cash or a Reserve Fund Letter of Credit satisfying
the requirements of the immediately preceding paragraph or (iu) fund the Reserve Fund through a
combination of (i) and (ii). Any such Reserve Fund Surety Bond shall permit the Trustee to obtain
amounts thereunder for deposit in the Reserve Fund which, together with any moneys on deposit in,
or Reserve Fund Letter of Credit available to fund, the Reserve Fund, are not less than the Reserve
Fund Requirement and which may be applied to any purpose for which moneys in the Reserve Fund
may be applied. The Trustee shall make a drawing on such Reserve Fund Surety Bond (i) whenever
moneys are required for the purposes for which Reserve Fund moneys may be applied, and (ii) prior
to any expiration or termination thereof; provided, that no such drawing need be made if other
moneys are available in the Reserve Fund in the amount of the Reserve Fund Requirement.
Establishment and Application of Rebate Fund. (a) The Trustee shall establish and maintain a fund
separate from any other fund established and maintained hereunder designated as the Rebate Fund.
Within the Rebate Fund, the Trustee shall maintain such accounts as shall be specified in a Written
Request of the Treasurer of the Authority. Subject to the transfer provisions provided in paragraph
(e) below, all money at any time deposited in the Rebate Fund shall be held by the Trustee in trust
for payment to the United States of America in accordance with a Written Request of the Authority.
The Authority and the Owners of any Certificates shall have no rights in or claim to such money.
All amounts deposited into or on deposit in the Rebate Fund shall be governed by this Section and
by the Tax Certificate (which is incorporated herein by reference). The Trustee shall be deemed
conclusively to have complied with such provisions if it follows a Written Request of the Treasurer
of the Authority including supplying all information requested in such Written Request as is
normally maintained by the Trustee in the normal course of business. The Trustee shall have no
liability -or responsibility to enforce compliance by the Authority with the terms of the Tax .
Certificate or to make any computation in connection therewith.
Upon the Written Request of the Treasurer of the Authority, an amount shall be deposited to the
Rebate Fund by the Trustee from deposits by the Authority if and to the extent required, so that the
balance of the amount on deposit in the Rebate Fund after such deposit shall equal the Rebate
Requirement (as defined in the Tax Certificate) for the Certificate Year calculated as of the most
recent Calculation Date (as those terms are defined in the Tax Certificate). Computations of the
Rebate Requirement shall be furnished to the Trustee by or on behalf of the Authority in
accordance with the Tax Certificate.
The Trustee shall have no obligation to rebate any amounts required to be rebated pursuant to this
Section other than from moneys held in the Rebate Fund or from other moneys provided to it by
the Authority.
The Trustee shall invest all amounts held in the Rebate Fund in Permitted Investments specified in a
Written Request of the Treasurer of the Authority or, if no such Written Request is filed with the
Trustee, in those Permitted Investments defined in clause (1) of the definition thereof, subject to any
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restrictions set forth in a Written Request of the Treasurer of the Authority.
Upon receipt of a Written Request of the Treasurer of the Authority, the Trustee shall remit part or
all of the balances in, the Rebate Fund to the United States, as so directed. In addition,.if the
Authority so directs, the Trustee will deposit moneys into or transfer moneys out of the Rebate
Fund from or into such accounts or funds as directed by the Authority' written directions. Any
moneys remaining in the Rebate Fund after prepayment and payment of all of the Certificates, or
provision made therefor satisfactory to the Trustee, and payment and satisfaction of any amount
needed to satisfy the Rebate Requirement, shall be withdrawn and remitted to the Authority upon its
Written Request of the Treasurer of the Authority to the Trustee.
Notwithstanding any other provision of this Trust Agreement, including in particular Article X
hereof, the obligation to remit funds equaling the Rebate Requirement to the United States and to
comply with all other requirements of this Section and the Tax Certificate shall survive the
defeasance or payment in full of the Certificates.
Investments. Upon the Written Request of the Authority, any moneys held by the Trustee in the
Sublease Payment Fund shall be invested as directed by the Authority in Permitted Investments
which will, as nearly as practicable, mature on or before the dates when such moneys are anticipated
to be needed for disbursement hereunder. In the absence of any such Written Request of the
Authority, the Trustee shall invest in Permitted Investments described in clause (6) of the definition
thereof. The Trustee may act. as principal or agent in the acquisition or disposition of any such
investment. The Trustee shall not be liable or responsible for any loss suffered in connection with
any such investment made by it under the terms of and in accordance with this Section. The
Trustee may sell or present for redemption any obligations so purchased whenever it shall be
necessary in order to provide moneys to meet any payment of the funds so invested, and the Trustee
shall not be liable or responsible for any losses resulting from any such investment sold or presented
for redemption.
All interest, profits and other income received. from the investment of moneys in the Rebate
Fund shall be, deposited when received in such fund. All interest, profits and other income received
from the investment of moneys in the Capitalized--Interest Account shall be deposited when
received in such account. All interest, profits and other income received from the investment of
moneys in any other fund or account established pursuant to this Trust Agreement shall be
transferred when received (a) first, prior to the delivery of the Certificate of the Authority required
by Section 3.05(c) hereof, to the Project Fund, (b) second, to the Reserve Fund to the extent
necessary to increase the balance therein to the Reserve Fund Requirement, and (c) third, to the
Sublease Payment Fund. Notwithstanding anything to the contrary contained in this paragraph, an
amount of interest received with respect to any Permitted Investments equal to the amount of
accrued interest, if any, paid as part of the purchase price of such Permitted Investments shall be
credited to the fund or account for the credit of which such Permitted Investments was acquired.

COVENANTS
Compliance with Trust Agreement. The Trustee will not execute or deliver any Certificates in any
manner other than in accordance with the provisions hereof, and the City, the County and the
Authority will not suffer or permit any default by them to occur hereunder, but will faithfully

C:\Documents and Settings\asl\My Documents\DOCSSCI-#278931-v8-Trust_Agreement__Sacramento_Theatre_Company_COPS_Financing.DOC
18

comply with, keep, observe and perform all the agreements, conditions, covenants and terms
hereof required to be complied with, kept, observed and performed by them
Compliance with or Amendment of the Sublease Agreement. The. Trustee as assignee_ of the
Authority will faithfully comply with, keep, observe and perform all the agreements, conditions,
covenants and terms contained in the. Sublease Agreement required to be complied with, kept,
observed and performed by them
The Trustee as assignee of the Authority will not alter, amend or modify the Sublease Agreement
except (i) if such alterations, amendments or modifications are not materially adverse to the interests
of the Owners (which determination may be based on an Opinion of Counsel), or (ii) to add to the
covenants and agreements of any party, other covenants to be observed, or to surrender any right or
power therein reserved to the City and the County and the Authority, or (iii) to cure, correct or
supplement any ambiguous or defective provision contained therein, or (iv) to resolve questions
arising thereunder, as the parties thereto may deem necessary or desirable and which in the opinion
of the Trustee (which opinion shall be based upon an Opinion of Counsel) do not materially
adversely affect the interests of the Owners of the Certificates, or (v) to modify the legal description
of the Premises to reflect accurately the description of the parcels intended to be included therein as
shown by a Certificate of the Authority, or (vi) to modify the description of the Project to reflect
accurately the description of the property intended to be included therein as shown by a Certificate
of the Authority, or (vii) if the Trustee first obtains the written consents of the Owners of at least a
majority in aggregate principal amount of the Certificates then Outstanding to such alterations,
amendments- or modifications; provide d, that no such alteration, amendment or modification shall
extend the date for the making of any Sublease Payment, extend a Certificate Payment Date or
reduce the rate of interest represented by any Certificate or extend the time of payment of such
interest or reduce the amount of principal represented thereby without the prior written consent of
the Owner of any Certificate so affected, nor shall any such alteration, amendment or modification
reduce the percentage of Owners whose consent is required for the execution of any alteration,
amendment or supplement.
Observance.of Laws and Regulations. The City and the County and the Authority will faithfully
comply with,-keep, observe and perform -ail valid and lawful obligations or regulations now or
hereafter imposed on them, by contract, or prescribed by any law of the United States of America or
of the State of California, or by any officer, board or commission having jurisdiction or control, as a
condition of the continued enjoyment of each and every franchise, right or privilege now owned or
hereafter acquired by them, including their right to exist and carry on their respective businesses, to
the end that such franchises, rights and privileges shall be maintained and preserved and shall not
,become abandoned, forfeited or in any manner impaired.
Other Liens. The City and the County, to the extent of any interest therein, and the Authority will
keep the Premises and all parts thereof free from judgments and materialmen's and mechanics' liens
and free from all claims, demands, encumbrances and other liens of whatever nature or character,
and free from any claim or liability which might embarrass or hamper the City and the County or the
Authority in conducting its business or utilizing the Premises, and the Trustee at its option (after
first giving the Authority ten days' written notice to comply therewith and failure of the Authority to
so. comply within such ten-day period) may defend against any and all actions or proceedings in
which the validity hereof is or might be questioned, or may pay or compromise any claim or demand
asserted in any such actions or proceedings; provided, that,, in defending against any such actions or
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proceedings or in paying or compromising any such claims or demands, the Trustee shall not in
any event be deemed to have waived or released the Authority from liability for or on account of
any of its agreements and covenants contained herein, or from its liability hereunder to defend the
validity hereof and to perform such agreements and covenants.
So long as any Certificates are Outstanding, neither the City nor the County, to the
extent 'of any interest therein, nor the Trustee nor the Authority will create or suffer to be created
any pledge of or lien on the Sublease Payments other than the pledge and lien hereof.
Prosecution and Defense of Suits. The Authority will promptly, upon request of the Trustee or any
Owner, take such action from time to time as may be necessary or proper to remedy or cure any
cloud upon or defect in the title to the Premises - or any part thereof, whether now existing or
hereafter developing, will prosecute all actions, suits or other. proceedings as may be appropriate for
such purpose and will indemnify.and save the Trustee and every -Owner harmless from all cost,
damage, expense or loss, including attorneys' fees, which they or any of them may incur by reason of
any such cloud, defect, action, suit or other proceeding.
The Authority will defend against every action, suit or other proceeding at any time
brought against the Trustee 'or any Owner upon any claim arising out of the receipt, deposit or
disbursement of any of the Sublease Payments or involving the rights of the Trustee or any Owner
hereunder; provide , that the . Trustee or any Owner at such Owner's election may appear in and
defend any such action, suit or other proceeding. The Authority will indemnify and hold harmless
the Trustee and the Owners against any and all liability claimed or asserted by any person arising out
of any such receipt, deposit or disbursement, and will indemnify and hold harmless the Owners and
the Trustee against any attorneys' fees or other expenses which any of them may incur in connection
with any litigation or otherwise in connection with the foregoing to which any of them may become.
a party in order to enforce their rights hereunder or under the Certificates; provided, that with
respect to any such liability or expense. suffered by Owners, such litigation shall be concluded
favorablyto such. Owners' contentions therein.
g Records and Statements. (A) The Trustee will keep proper accounting records in which
Accounting
coniplete'and correct entries"shall be made of-all trarnsact'ions relating to-the rece"ipt; deposit and"'
disbursement of the Sublease Payments, and such accounting records shall be available for
inspection by the Authority or any Owner* or such Owner's agent duly authorized in writing with
prior notice at reasonable hours and under reasonable conditions. Not later than October 1 in each
year, commencing on October 1, 2003 and continuing so long as any Certificates are Outstanding,
the Trustee will furnish to the Authority and any Owner who may so request a complete statement
covering the receipts, deposits and disbursements of the Sublease Payments for the twelve-month
.
period ending on the preceding September 1:
Within nine months of the end of each Fiscal Year, the City and the County
(B)
shall file their audited financial statements with the Trustee.
Recordation and Filing. The Authority will file, record, register, renew, refile and rerecord all such
documents, including financing statements (or continuation statements in connection therewith), as
may be required by law in order to maintain the security interest in the Sublease Payments granted
pursuant to this Trust Agreement at all times as a security interest in the Sublease Payments, all in
such manner, at such times and in such places as may be required and to the extent permitted by law
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in order to fully perfect, preserve and protect the security of the Owners and the rights and security
interests of the Trustee, and the City, the County and the Authority will do whatever else may be
necessary or be reasonably required in order to perfect and continue such security interest.
Further Assurances. Whenever and so often as requested to do so by the Trustee or any Owner, the
City, the County and the Authority will promptly execute and deliver or cause to be executed and
delivered all such other and further assurances, documents or instruments and promptly do or cause
to be done all such other and further things as may be.necessary or reasonably required in order to
further and more fully vest in the Trustee and the Owners all advantages, benefits, interests, powers,
privileges and rights conferred or intended to be conferred upon them hereby or by the Assignment
Agreement or the Sublease Agreement.
Tax Covenant. The Authority, the. City and County each covenant that it shall not take any action,
or fail to take any action, if any such action or failure to take action would adversely affect the
exclusion from gross income of the interest payable with respect to the Certificates under Section
103 of the Code. Without limiting the generality of the foregoing, the Authority, the City and
County agree to comply with the provisions of the Tax Certificate. This covenant shall survive
payment in full or defeasance of the Sublease Payments and the Certificates.
Continuing Disclosure. The City and the County hereby covenant that they will comply with and
carry out all of the provisions of the Continuing Disclosure Certificate. Notwithstanding any other
provision of this Trust Agreement, failure of the City and the County to comply with the Continuing
Disclosure Certificate shall not be considered an Event of Default; provided, the Trustee may (and,
at the request of any participating underwriter or the Owners of at least 25% aggregate principal
amount of Outstanding Certificates, shall, upon being indemnified to its satisfaction from any
liability or expense, including fees of its attorneys or any Owner or Beneficial Owner may, take such
actions as may be necessary or appropriate, including seeking mandate or specific performance by
court order, to cause the City and the County to comply with its obligations under this Section.

DEFAULT AND LIMITATIONS OF LIABILITY
Action on Default. (a) If an event of default (as that term is defined in Section 15.01 of the Sublease
Agreement) occurs, then such event of default shall constitute an "Event of Default" hereunder, and
in each and every such case during the continuance of such Event of Default the Trustee or the
Owners of not less than a majority in aggregate principal amount represented by the Certificates at
the time Outstanding, shall be entitled, upon notice in writing to the City and the County, to
exercise the remedies provided to the Authority in the Sublease Agreement and to the Trustee in the
Assignment Agreement; provide d, that notwithstanding anything herein or in the Sublease
Agreement to the contrary there shall be no right to accelerate the Sublease Payments or otherwise
to declare any Sublease Payments not then in default to be immediately due and payable.
Other Remedies of the Trustee. The Trustee may

by mandamus or other action or proceeding or suit at law or in equity enforce its
rights against the City, the County or the Authority or any officer or employee thereof, and
compel the City, the County or the Authority or any such officer' or employee to perform or
carry out its or his or her duties under law and the agreements and covenants required to be
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performed by it or him or her contained herein;
by suit in equity enjoin any acts or things which are unlawful or violate the rights of
the Trustee; or
by suit in equity upon the happening of any default hereunder require the City, the
County and the Authority and any officers and employees thereof to account as the trustee
of an express trust.
Application of Proceeds in Event of Default. All amounts received by the Trustee pursuant to an
Event of Default shall be applied by the Trustee in the following order

First, to the payment of the fees, costs and expenses of the Trustee in declaring such
Event of Default and carrying out the provisions of this Trust Agreement including reasonable
compensation of its agents, attorneys and counsel; and
Second, upon presentation of the Certificates, and the stamping thereon of the
amount of the payment if only partially paid, or upon the surrender thereof if fully paid, to the
payment of the whole amount of the interest and principal components of the Certificates then due
and unpaid, with interest on overdue installments of principal and interest to the extent permitted by
law at the rate of interest then bome with respect to the Outstanding Certificates; provided, that in
the event such amounts shall be insufficient to pay the full amount of such interest and principal
components, then such amounts, shall be applied in the following order of priority:
(a) - to the payment of all installments of interest components with
respect to the Certificates then due and unpaid, on a pro rata basis in the event that the
available amounts are insufficient to pay all such interest in full;to the payment of all installments of principal components with
. (b)
respect to the, Certificates then due and unpaid, on a pro rata basis in the event that the
available amounts are insufficient to pay all such principal in full; and
(c)
to the payment of interest on overdue installments of principal and
interest components, on a pro rata basis in the. event that the available amounts are
insufficient to pay all such interest in full.
Whenever all principal of, prepayment price, if any, and interest with respect to all
Certificates have been paid and all expenses and charges of the Trustee have been paid, any balance
remaining in all funds and accounts, shall be paid to the Authority.'
Non-Waiver. A waiver of any default or breach of duty or contract by the Trustee shall not affect
any subsequent default or breach of duty or contract or impair any rights or remedies on any such
subsequent default or breach of duty or contract. No delay or omission by the Trustee to exercise

any right or remedy accruing upon any default or breach of duty or contract shall impair any such
right or remedy or shall be construed to be a waiver of any such default or breach of duty or
contract or an acquiescence therein, and every right or remedy conferred upon the Trustee by law or
by this Article may be enforced and exercised from time to time and as often as shall be deemed
expedient by the Trustee.
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If any action, proceeding or suit to enforce any right or to exercise any remedy is
abandoned or determined adversely to the Trustee, the Trustee and the City and the County and the
Authority shall be restored to their former positions, rights and remedies as if such action,
proceeding or suit had not been brought or taken.
Remedies Not Exclusive. No remedy herein conferred upon or reserved to the Trustee is intended
to be exclusive of any other remedy, and each such remedy shall be cumulative and shall be in
addition to every other remedy given hereunder or now or hereafter existing in law or in equity or by
statute or otherwise and may be exercised without exhausting and without regard to any other
remedy conferred by any law.
No Liability by the City and County to the Owners. Except for the payment when due of the
Sublease Payments and the performance of the other agreements and covenants required to be
performed by each contained in the Sublease Agreement or herein, the City and the County shall not
have any obligation or liability to the Owners with respect to the Trust Agreement or the
preparation, execution, delivery or transfer of the Certificates or the disbursement of the Sublease
Payments by the Trustee to the Owners, or with respect to the performance by the Trustee of any
right or obligation required to be performed by it contained herein.
No Liability by the Trustee to the Owners. Except as expressly provided herein, the Trustee shall
not have any obligation or liability to the Owners with respect to the payment when due of the
Sublease Payments by the City and the County, or with respect to the performance by the City, the
County and Authority of other agreements and covenants required to be performed by them
contained in the Sublease Agreement or herein.
Trustee May- Enforce Claims Without Possession of Certificates. All rights of action and claims
under this Trust Agreement or the Certificates may be prosecuted and enforced by the Trustee
without the possession of any of the Certificates or the production thereof in any proceeding
relating thereto, and any such proceeding instituted by the Trustee shall be brought in its own name
as trustee of an express trust, and any recovery of judgment shall, after provision for the payment of
the. reasonable compensation, expenses, disbursements and advances of the Trustee, its agents and
counsel, be for the ratable benefit of the Owners of the Certificates in respect of which such
judgment has been recovered.,
Owners' Direction of Proceedings. The Owners of not less than a majority in aggregate principal
amount represented by the Certificates at the time Outstanding shall have the right, by an
instrument or concurrent instruments in writing executed and delivered to the Trustee, and upon
indemnification of the Trustee to its reasonable satisfaction, to direct the method of conducting all
remedial proceedings taken by the Trustee hereunder, provided that such direction shall be
otherwise in accordance with law and the provisions of this Trust Agreement.
No Liability by the Authority to the Owners. The Authority shall not have any obligation or liability
to the Owners with respect to the payment when due of the Sublease Payments by the City and the
County, or with respect to the performance by the City and the County of the other agreements and
covenants required to be performed by it contained in the Sublease Agreement or herein, or with
respect to the performance by the Trustee of any right or obligation required to be performed by it
contained herein.
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THE TRUSTEE
Employment of the Trustee. The Authority hereby appoints and employs the Trustee to receive,
deposit and. disburse the Sublease Payments, to prepare, execute, deliver and trarisfer the Certificates
and to perform the other functions contained herein; all in the manner provided herein and subject
to the conditions and terms hereof. By executing and delivering the Trust Agreement, the Trustee
accepts the appointment and employment hereinabove referred to and accepts the rights and
obligations of. the Trustee provided herein, subject to the conditions and terms hereof.
Duties, Removal and Resignation of the Trustee. So long as no Event of Default has occurred and
is. continuing, the Authority, in its sole and absolute discretion, may by an instrument in writing
remove the Trustee initially a party hereto and any successor thereto (and if an Event of Default has
occurred and is continuing, Ambac Assurance may direct the Authority to so remove the Trustee
initially a party hereto and any successor) and may appoint a successor Trustee, but any Trustee
hereunder shall be a bank or trust company doing business and having a principal corporate trust
office in California, having a combined capital (exclusive of borrowed capital) and surplus .of at least
seventy five. million dollars ($75,000,000) that is acceptable to Ambac Assurance and subject to
supervision or examination by federal or state authorities. If such bank or trust company publishes a
report of condition at least annually, pursuant to law or to the requirements of any supervising or
examining authority above referred to, then for the purposes of this Section the combined capital
and surplus of such bank or trust company shall be deemed to be its combined capital and surplus as
set forth in its most recent report of condition so published.

Any company into which the^Trustee may be merged or converted or with which it
may be consolidated or any company resulting from any merger, conversion or consolidation to
which it shall be a party or any company to which the Trustee may sell or transfer all or substantially.
all of its corporate trust business, provided that such company shall be eligible under this Section,
shall be the successor to the Trustee without the execution or filing of any paper or further act,
anything herein to the contrary notwithstanding:
"Me Trustee may at anytime,-resign by giving written notice of such resignation=to--'
the Authority, the City, the County, the Owners and Ambac Assurance, which notice to the Owners
shall be mailed, first class postage prepaid. Upon receiving such notice of resignation, the Authority
shall promptly appoint a successor Trustee that is acceptable to Ambac Assurance by an instrument
in writing; provide d, that in the event the Authority does not appoint a successor Trustee within
thirty (30) days following. receipt of such notice of resignation, the resigning Trustee may petition
the appropriate court having jurisdiction to appoint a successor Trustee. Any resignation or removal
of a Trustee and appointment of a successor Trustee shall become effective only upon, acceptance of
appointment by the successor Trustee.
Compensation and Indemnification of the Trustee. The Authority shall from time to time, subject
to any agreement then in effect with the Trustee, pay the Trustee compensation for its services and
reimburse the Trustee, for all its advances and expenditures hereunder, including but not limited to
advances to and fees and expenses of accountants, agents, appraisers, consultants, counsel or other
experts employed by it in the exercise and performance of its rights and obligations hereunder.
The Authority shall indemnify and hold harmless the Trustee to the extent and in the
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amounts provided by the laws of the State of California from and against all claims, damages and
losses, including legal fees and expenses, arising out of (i) the condition, management,
maintenance or use of or from any work or thing done in connection with the Project by the
Authority, (ii) any act of negligence by the_ Authority or of any of its agents, contractors, employees,
invitees, licensees, officers or servants in connection with the Project, (iii) the authorization of the
payment of any costs or expenses of construction of the Project, or (iv) the exercise of any rights or
obligations of the Trustee hereunder; provide d, that no indemnification will be made for negligence
or willful misconduct by the Trustee.
The Trustee's rights to immunities and protection from liability.hereunder and its
rights to payment of its fees and expenses shall survive its resignation or removal and the final
payment or defeasance of the Certificates.
Protection of the Trustee. The Trustee shall be protected,and shall incur no liability in acting or
proceeding in good faith upon any affidavit, bond, certificate, consent, notice, request, requisition,
resolution, statement, telegram, facsimile transmission, electronic mail, voucher, waiver or other
paper. or document which it shall in good faith believe to be genuine and to have been adopted,
executed or delivered by the proper party or pursuant to any of the provisions hereof, and the
Trustee shall be under no duty to make any investigation or inquiry as to any statements contained
or matters referred to in any such instrument, but may accept and rely upon the same as conclusive
evidence of the truth and accuracy of such statements. The Trustee shall not be bound to recognize
any person as an Owner of any Certificate or to take any action at the request of any such person
unless such Certificate shall be deposited with the Trustee or satisfactory evidence of the ownership
of such Certificate shall be furnished to the Trustee. The Trustee may consult with counsel, who
may be counsel to the Authority, with regard to legal questions, and the opinion of such counsel
shall be full and complete authorization and protection in respect to any action taken or suffered by
it hereunder in good faith in accordance therewith.
The Trustee shall not be responsible for the validity, sufficiency or priority of the
Sublease Agreement, or of the title to or value of the Premises: The Trustee shall, prior to an Event
of Default, and after the curing of all Events of Default
which may, have occurred, perform such
.^
duties and' oiily such_duties` as are 'specifically set- forth in_ this Trust Agreement. The Trustee shall,
during the existence of any Event of Default (which has not. been cured), exercise such of the rights
and powers vested in it by this Trust Agreement, and use the same degree of care and skill in their
exercise, as a prudent person would exercise or use under the circumstances in the conduct of his
own affairs.
All recitals, warranties or representations contained in the Sublease Agreement and
herein are statements of the Authority, the City and the County, and the Trustee assumes no
responsibility for their correctness, and the Trustee shall not be accountable for the use or
application by the Authority, the City or the County, or any other party, of any funds which the
Trustee properly releases to the Authority, the City or the County or which the Authority, the City
or the County may otherwise receive from time to time. The Trustee makes no representation
concerning, and has no responsibility for, the validity, genuineness, -sufficiency, or performance by
.parties other than the Trustee of the Trust Agreement, the Sublease Agreement, any Certificate, or
of any other paper or document, or for taking any action on them (except as specifically and
expressly stated for the Trustee in the Trust Agreement), or with respect to any obligation of the
Authority, the City or the County. The Trustee shall have no responsibility with respect to any
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information, statement or recital in any official statement or other disclosure materials distributed
with respect to the Certificates.
Whenever in the administration of its rights and obligations hereunder the Trustee
shall deem it necessary or desirable that a matter be proved or established prior to taking or
suffering any action hereunder, such matter (unless other evidence in respect thereof be herein
specifically prescribed) may be deemed to be conclusively proved and established by a Certificate of
the Authority, and such certificate shall be full warrant to the Trustee for any action taken or
suffered under the provisions hereof upon the faith thereof, but in its discretion the Trustee may, in
lieu thereof, accept other evidence of such matter or may require such -additional evidence as to it
may seem reasonable.
The Trustee may buy, sell, own, hold and deal in any of the Certificates and may join
in any action which any Owner may be entitled to take with like effect as if the Trustee were not a
party hereto. The Trustee, either as principal or agent, may also engage in or be interested in any
financial or other transaction with the Authority, and may act as agent, depositary or trustee for any
committee or body of Owners or of owners of obligations of the Authority as freely as if it were not
the Trustee hereunder.
The Trustee shall not be answerable for the exercise of any trusts or powers
hereunder or for anything whatsoever in connection with the funds established hereunder, except
only for its own negligence or willful misconduct.
The Trustee undertakes to' perform such duties and only such duties as are
specifically set forth in this Trust Agreement, and no implied covenants or obligations, fiduciary or
otherwise, shall be read into this Trust Agreement against the Trustee.
The Trustee has no obligation or liability to the Owners to make payment of
principal, premium, if any, or interest pertaining to the Certificates except from Sublease Payments.
No provision of this Trust Agreement shall require the Trustee to expend or risk its own funds or
otherwise incur any financial liability in the performance of its duties hereunder, or in the exercise of
any of its rights and powers, if it shall have reasonable grounds for believing the repayment of such'
funds or adequate indemnity against such risk or liability is not reasonably assured to it, and before
taking any action hereunder the Trustee may require that indemnity satisfactory to it be furnished
for all expenses to which it may be put and to protect it from all liability thereunder.
The Trustee may, to the extent reasonably necessary, execute any of the trusts or
powers hereof and perform any rights and obligations required of it hereunder by or through agents,
attorneys or receivers; and shall be entitled to advice of counsel concerning all matters of trust and
its rights and obligations hereunder.
No permissive power, right or remedy conferred upon the Trustee hereunder or
under the Sublease Agreement or the Certificates shall be construed to impose a duty to exercise
such power, right or remedy.
Except for a default in making Sublease Payments, the Trustee shall not be deemed
to have knowledge of and shall not be required to take any action with respect to, any Event of
Default, or event which would, with the giving of notice, the passage of time or both, constitute an
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Event of Default, unless a responsible officer of the Trustee shall have actual knowledge of such
event or the Trustee shall have been notified in writing, in accordance with Section 11.10, of
such event by the Authority, or an Owner of any Certificate then Outstanding. The Trustee shall
not be bound to ascertain or inquire as-to the performance or observance by the Authority of any of
the terms, conditions, covenants or agreements herein, in the Sublease Agreement, or in any of the
documents executed in connection with the Certificates, or as to the existence of a default or Event
of Default thereunder. The Trustee shall not be responsible for the validity, priority or effectiveness
of any collateral given to or held by it, for the recording, rerecording, filing or refiling of any
financing or continuation statement or other document or instrument, for the sufficiency of the
security for the Certificates issued hereunder or intended to be secured hereby, or otherwise as to
the maintenance of the security hereof.
The Trustee shall not be bound to make any investigation into the facts or matters
stated* in any resolution, certificate, statement, requisition, instrument, opinion, report, notice,
request, direction, consent, order, bond, debenture or other paper or document, but the Trustee, in
its discretion, may make such further inquiry or investigation into such facts or matters as it may see
fit, and, if the Trustee shall determine to make such further inquiry or investigation, it shall be
entitled to examine the books, records and premises of the Authority, personally or by agent or
attorney.
The Trustee may employ attorneys, accountants, agents or receivers in the
performance of any of its duties hereunder, and may in all cases pay, and be reimbursed for,
reasonable compensation to all such attorneys, accountants, agents or receivers.
The Trustee shall not be liable for any error of judgment made in good faith by a
responsible officer of the Trustee, unless it shall be proved that the Trustee was negligent or
engaged in willful misconduct in ascertaining the pertinent facts.
The Trustee shall not be liable with respect to any action taken or omitted to be
taken by it in good faith in accordance with the direction of the Owners of not less than a majority
of the Certificates Outstanding relating To, the time, method and place of conducting any proceeding
or any remedy available to the Trustee, or exercising any trust or power conferred upon the Trustee
under this Trust Agreement.
Trust Agreement Subject to Article VIII. Whether or not therein expressly so provided, every
provision of this Trust Agreement and the Sublease Agreement relating to the conduct or affecting
the liability of or affording protection of the Trustee shall be subject to the provisions of this Article.

AMENDMENT OF OR SUPPLEMENT TO TRUST AGREEMENT
Amendment or Supglement. The Trust Agreement and the rights and obligations of the City, the
County, the Authority, the Owners and the Trustee hereunder may be amended or supplemented at
any time by an amendment hereof or supplement hereto which shall become binding when the
written consents of the Owners of a majority in aggregate principal amount of the Certificates then
Outstanding, exclusive of Certificates disqualified as provided in Section 9.02, are filed with the
Trustee. No such amendment or supplement shall (1) change the fixed Certificate Payment Date of
any Certificate or reduce the rate of interest represented thereby or extend the time of payment of
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such interest or reduce the amount of principal represented thereby without the prior written
consent of the Owner of the Certificate so affected, or (2) reduce the percentage of Owners
whose consent is required for the execution of any amendment hereof or supplement hereto, or
(3) modify any of the rights or obligations of the Trustee-without its prior -written consent thereto,
or (4) amend this Section 9.01 without the prior written consent of the Owners of all Certificates
then Outstanding.
The Trust Agreement and the rights and obligations of the City, the County, the
Authority, the Owners and the Trustee hereunder may also be amended or supplemented at any
time by an amendment hereof or supplement hereto which shall become binding upon execution
without the written consents of any Owners, but only to the extent permitted by law and after
receipt of an approving Opinion of Counsel and only for any one or more of the following
purposes
to add to the agreements, conditions, covenants and terms required by the City, the
County or the Authority to be observed or performed herein other agreements, conditions,
covenants and terms thereafter to be observed or performed by the City, the County or the
Authority, or to surrender any right or power reserved herein to or conferred herein on the
City, the County or the Authority, and which in either case shall not materially adversely
affect the interests of the Owners; or
to make such provisions for the purpose of curing any ambiguity or of correcting,
curing or supplementing any defective provision contained herein or in regard to questions
arising hereunder which the City, the County or the Authority may deem desirable or
necessary and not inconsistent herewith, and which shall not materially adversely affect the
interests of the Owners; or
to modify, amend or supplement this Trust Agreement or any agreement
supplemental hereto in such manner as to permit the qualification hereof and thereof under
the Trust Indenture Act of 1939 or any similar federal statute.hereafter in effect or to permit
the qualification of the Certificates for sale under the securities laws of the United States of
America or of any of the states of the United States of America,. and, if they so determine, to
add'to this Trust Agreement or any agreement supplemental hereto such other terms,
conditions and provisions as may be permitted by said Trust Indenture Act of 1939 or
similar federal statute; or
to make any modifications or changes necessary or appropriate in the Opinion of
Counsel to preserve or protect the exclusion from gross income of interest represented by
the Certificates for federal income tax purposes.
Disqualified Certificates. Certificates owned or held by or for the account of the Authority shall not
be deemed Outstanding for the purpose of any consent or other action or any calculation of
Outstanding Certificates provided in this Article, and shall not be entitled to consent to or take any
other action provided in this Article or Section 7.01 hereof, and the Trustee may adopt appropriate
regulations to require each Owner, before such Owner's consent provided for herein shall be
deemed effective, to reveal if the Certificates as to which such consent is given are disqualified as
provided in this Section.
.
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Endorsement or Rel2lacement of Certificates After Amendment or Supplement. After the effective
date of any action taken as hereinabove provided, the Trustee may determine that the Certificates
may bear a notation by endorsement in form approved by the Trustee as to such action, and in that
case upon demand of=the-Owner of any Outstanding Certificate and-presentation of such Certificate
for such purpose at the Principal Office of the Trustee a suitable. notation as to such action shall be
made on such Certificate. If the Trustee shall so determine, new Certificates so modified as in the
opinion of the Trustee shall be necessary to conform to such action shall be prepared, and in that
case upon demand of the Owner of any Outstanding Certificates such new Certificates shall be
exchanged at the Principal Office of the Trustee without cost to each Owner for Certificates then
Outstanding upon surrender of such Outstanding Certificates.
Amendment by Mutual Consent. The provisions of this Article shall not prevent any Owner from
accepting any amendment as to the particular Certificates owned by such Owner, provided that due
notation thereof is made on such Certificates.

DEFEASANCE
Discharge of Certificates and Trust Agreement. If the Authority shall pay or cause to be paid or
there shall otherwise be paid to the Owners of all. Outstanding Certificates the interest and principal
and premium, if any, represented thereby at the times and in. the manner stipulated herein and
therein, then such Owners shall cease to be entitled to the pledge of and lien on the Sublease
Payments as provided herein, and all agreements and covenants of the City, the County, the
Authority and the Trustee to such Owners hereunder shall thereupon cease, terminate and become
void and shall be discharged and satisfied except only as provided in subsection (b) below, provide
that the provisions of Section 10.02 shall apply in all events.
Any Outstanding Certificates shall be deemed to have been paid within the meaning of and with the
effect expressed in'subsection (a) of this Section if there shall be on deposit with the Trustee moneys
or securities- of the category specified in clauses (1) and (2) of the definition of the term Permitted
Investments contained in Exhibit A (not callable by the issuer thereof prior to maturit^ in an
amount sufficient in the opinion of an Independent Accountant together with the increment,
earnings and interest on such securities, to pay the interest and principal and premium, if any,
represented by such Certificates payable on their Interest Payment Dates or on any dates of
prepayment prior thereto, except that the Owners thereof shall be entitled to the principal, premium
and interest represented by such Certificates, and the Authority shall remain liable for such Sublease
Payments, but only out of such moneys or securities deposited with the Trustee as aforesaid for such
payment.
After the payment of all the interest and principal and premium, if any, represented by all
Outstanding Certificates as provided in this Section, the Trustee shall execute and deliver to the City
and the County and the Authority all such instruments as may be necessary or desirable to evidence
the discharge and satisfaction of the Trust Agreement, and the Trustee shall pay over or deliver to
the Authority all moneys or securities held by it pursuant hereto which are not required for the
payment of the interest and principal and premium, if any, evidenced and represented by such
Certificates and any unpaid fees and expenses of the Trustee.
Notwithstanding anything herein to the contrary, in the event that the principal and/or interest due
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with respect to the Certificates shall be paid by Ambac Assurance pursuant to the Financial
Guaranty Insurance Policy, the Certificates shall remain Outstanding for all purposes, not be
defeased or otherwise satisfied and not be considered paid by the Authority, and all covenants,
agreements and other obligations of the Authority to the registered owners shall continue to exist
and shall run to the benefit of Ambac Assurance, and Ambac Assurance shall be subrogated to the
rights of such registered owners.
Unclaimed Moneys. Anything contained herein to the contrary notwithstanding, any moneys held
by the Trustee in trust for the payment and discharge of the interest, premium, if any, or principal
represented by any of the Certificates which remain unclaimed for two (2) years after the date when
the payments represented by such Certificates have become payable, if such moneys were held by
the Trustee at such date, or for two (2) years after the date of deposit of such moneys if deposited
with the Trustee after the date when the interest, premium, if any, and principal represented by such
Certificates have become payable, shall at the Written Request of the Authority be repaid by the
Trustee to the Authority as its absolute property free from trust, and the Trustee shall thereupon be
released and discharged with respect thereto and the Owners shall look only to the Authority for the
payment of the interest and principal represented by such Certificates; provide d, that before being
required to make any such payment to the Authority, the Trustee may, at the expense of the
Authority, cause to be published once a week for two (2) successive weeks in a Financial Newspaper
a notice that such moneys remain unclaimed and that after a date named in such notice, which date
shall not be less than thirty (30) days after the date of the first publication of such notice, the balance
of such moneys then unclaimed will be returned to the Authority.

PROVISIONS RELATING TO THE
FINANCIAL GUARANTY INSURANCE POLICY
Payment Procedure Pursuant to the Financial Guaranty Insurance Policy. As long as the Financial
Guaranty Insurance Policy shall be in full force and effect, the Authority and the Trustee agree to
comply with the following provisions:
at least one (1) day prior to all Interest Payment Dates the Trustee will determine whether there will
be sufficient funds in the Interest Fund and the Principal Fund to pay the principal of or interest
with respect to the Certificates on such Interest Payment Date. If the Trustee determines that there
will be insufficient funds in such Interest Fund and the Principal Fund, the Trustee shall so notify
Ambac Assurance. Such notice shall specify the amount of the anticipated deficiency; the
Certificates to which such deficiency is applicable and whether such Certificates will be deficient as
to principal or interest, or both. If the Trustee has not so notified Ambac Assurance at least one (1)
day prior to an Interest Payment Date, Ambac Assurance will make payments of principal or interest
due with respect to the Certificates on or before the first (1st) day next following the date on which
Ambac Assurance shall have received notice of nonpayment from the Trustee
the Trustee shall, after giving notice to Anibac Assurance as provided in (a) above, make available to
Ambac Assurance and, at Ambac Assurance's direction, to The Bank of New York, in New York,
New York, as insurance trustee for Ambac Assurance or any successor insurance trustee (the
"Insurance Trustee"), the registration books of the Authority maintained by the Trustee and all
records relating to the funds and accounts maintained under this Trust Agreement.
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the Trustee shall provide Ambac Assurance and the Insurance Trustee with a list of registered
owners of Certificates entitled to receive principal or interest payments from Ambac Assurance
under the terms of the Financial Guaranty Insurance Policy, and shall make arrangements with the
Insurance Trustee (i) to mail checks or drafts to 'the, registered owners of Certificates entitled to
receive full or partial interest payments from Ambac Assurance and (ii) to pay principal upon
Certificates surrendered to the Insurance Trustee by the registered owners of Certificates entitled to
receive full or partial principal payments from Ambac Assurance.
the Trustee shall, at the time it provides notice to Ambac Assurance pursuant to (a) above,.notify
registered owners of Certificates entitled to receive the payment of principal or interest with respect
thereto from Ambac Assurance (i) as to the fact of such entitlement, (ii) that Ambac Assurance will
remit to them all or a part of the interest payments next coming due upon proof of Holder
entitlement to interest payments and delivery to the Insurance Trustee, in form satisfactory to the
Insurance Trustee, of an appropriate assignment of the registered owner's right to payment, (1) that
should they be entitled to receive full payment of principal from Ambac Assurance, they must
surrender their Certificates (along with an appropriate instrument of assignment in form satisfactory
to the, Insurance Trustee to permit ownership of such Certificates to be registered in the. name of
Ambac Assurance) for payment to the Insurance Trustee, and not the Trustee, and (iv) that should
they-be entitled to, receive partial payment of principal from Ambac Assurance, they must surrender
their Certificates for payment thereon first to the trustee who shall'note on such Certificates the
portion of the principal paid by the Trustee and then, along with an appropriate instrument of
assignment in form satisfactory to the Insurance Trustee to the Insurance Trustee, which will then
pay the unpaid portion of principal.
in the event that the Trustee has notice that any payment of principal of or interest with respect to
the Certificates which has become Due for Payment and which is made to a Holder by or on behalf
of the Authority. has been deemed a preferential transfer and theretofore recovered from its
registered owner.pursuant to the United States Bankruptcy Code by a trustee in bankruptcy in
accordance with the final, nonappealable, order of a court having competent jurisdiction, the Trustee
shall .at the. time.Ambac Assurance is,,notified pursuant to (a) above, notify all registered owners that
in the event that any registered owner's payment is so recovered, such registered owner will be
entitled to- payriient from•Ambac Assurance to the extent of such recovery if sufficient funds'are notLL
otherwise available, and the. Trustee shall furnish to. Ambac Assurance its records evidencing the
payments of principal, of and interest on the Certificates which have been made by the Trustee and..
subsequently recovered from registered owners and the dates on which such payments were made.
in addition to those rights granted Ambac Assurance under this Trust Agreement, Ambac Assurance
shall, to the -extent it makes payment of principal of or interest with respect to the Certificates,
become subrogated to the rights of the recipients of such payments in accordance with the terms of
the Financial Guaranty Insurance Policy, and to evidence such subrogation (i) in the case of
subrogation as to claims for past due interest, the Trustee shall_ note Ambac Assurance's rights as
subrogee on the registration books of the Authority maintained by the Trustee upon receipt from
Ambac Assurance of proof of the payment of interest thereon to the registered owners of the
Certificates, and (h) in the case of subrogation as to claims for past due principal, the Trustee shall
note Ambac Assurance's rights as subrogee on the registration books of the Authority maintained by
the Trustee upon surrender of the Certificates by the registered owners thereof together with proof
of the payment of principal with respect to the Certificates.
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Consent of Ambac Assurance. Any provision of this Trust Agreement expressly recognizing or
granting rights in or to Ambac Assurance may not be amended in any manner which affects the
rights of Ambac Assurance hereunder without the prior written consent of Ambac Assurance.
Consent of Ambac Assurance in Addition to Holder Consent. Unless otherwise provided in this
Section, Ambac Assurance's consent shall be required in addition to Owner consent, when required,
for the following purposes: (i) execution and delivery of any supplemental Trust Agreement or any
amendment, supplement or change to or modification of the Sublease Agreement; (ii) removal of
the Trustee and selection and appointment of any successor trustee; and (iii) initiation or approval of
any action not described in (i) or (ii) above which requires Owner consent.
Consent of Ambac Assurance Upon Default. Anything in this Trust Agreement to the contrary
notwithstanding, upon the occurrence and continuance of an Event of Default as defined herein,
Ambac Assurance shall be entitled to control and direct the enforcement of all rights and remedies
granted to the Owners or the Trustee for the benefit of the Owners under this Trust Agreement.
Ambac as Third Party Beneficiar^ To the extent that this Trust Agreement confers upon or gives
or grants to Ambac any right, remedy or claim under or by reason of this Trust Agreement, Ambac
is hereby explicitly recognized as being a third-party beneficiary hereunder and may enforce any
such right remedy or claim conferred, given or granted hereunder.
Parties Interested Herein. Nothing in this Trust Agreement expressed or implied is intended or shall
be construed to confer upon, or to give or grant to, any person or entity, other than the Authority,
the Trustee, Ambac Assurance and the .registered owners of the Obligations, any right, remedy or
claim under or by reason of this Trust Agreement or any covenant, condition or stipulation hereof,
and all covenants, stipulations, promises and agreements in this Trust Agreement contained by and
on 'behalf of the Authority shall be for the sole and exclusive benefit of the Authority, the Trustee,
Ambac Assurance and the registered owners of the Certificates.
Notices/Information to be Given to Ambac.

'` Notices sent to the attention of the SURVEILLANCE DEPARTMENT:
A.

While the Financial Guaranty Insurance Policy is in effect, the City, the County or the
Trustee shall furnish to Ambac Assurance (to the attention of the Surveillance Department,
unless otherwise indicated):

(a)

as soon as practicable after the filing thereof, a copy of any financial statement of the City
and the County and a copy of any audit and annual report of the City and the County,

(b)

such additional information it may reasonably request.

B.

a copy of any notice to be given to the registered owners of the Certificates, including,
without limitation, notice of any prepayment of or defeasance of Certificates, and any
certificate rendered pursuant to this Trust Agreement relating to the security for the
Certificates.

Notices to be sent to the attention of the GENERAL COUNSEL OFFICE:
CADocuments and Settings\asl\My Documents\DOCSSCl-#278931-v8-Trust_Agreement_32
_Sacramento_Theatre_Company_COPS_Financing.DOC

A.

The Trustee, the City or the County shall notify Ambac Assurance of any failure of the City
or the County to provide relevant notices, certificates, etc.

Notwithstanding any other provision of this Trust Agreement, the Trustee shall immediately
notify Ambac Assurance if at any time there are insufficient moneys to make any payments
of principal and/or interest as required and immediately upon the occurrence of any event
of default hereunder.
Other Information to be Given to Ambac Assurance. The City and the County will permit Ambac
Assurance to discuss the affairs, finances and accounts of the City and the County or any
information Ambac Assurance may reasonably,request regarding the security for the Certificates
with appropriate officers of the City and the County. The Trustee will permit Ambac Assurance to
have access to the Project and have access to and to make copies of all books and records relating to
the Certificates at any reasonable time.
Effect of Financial Guaranty Insurance Policy When Determining If Owners Adversely Affected.
Notwithstanding any other provision of this Trust Agreement, in determining whether the rights of
the Owners will be adversely affected by any action taken pursuant to the terms and provisions of
this Trust Agreement, the Trustee shall consider the effect on the Owners as if there were no
Financial Guaranty Insurance Policy.

MISCELLANEOUS
Benefits of Trust Agreement Limited to Parties. Nothing contained herein, expressed or implied, is'
intended to give to any person other than the City, the County, the Authority, the Trustee and the
Owners any claim, remedy or right under or pursuant hereto, and any agreement, condition,
covenant or term required herein to be observed or performed by or on behalf of the Authority, the
,City, or County shall be for the-sole and exclusive benefit„of the Trustee and the Owners. _.,.
Successor -Deemed Included ii-1 all References to Predecessor. Whenever the City and the County;
the Authority or the Trustee or any officer thereof is named or referred to herein, such reference
shall be deemed to include the successor to the powers, duties and functions that are presently
vested in the City, the County, the Authority or the Trustee or such officer, and all agreements,
conditions, covenants and terms required hereby to be observed or performed by or on.behalf of
the City, the County, the Authority or the Trustee or any officer thereof shall bind and inure to the
benefit of the respective successors thereof whether so expressed or not.
Execution of Documents by Owners. Any declaration, request or other instrument which is
permitted or required herein to be executed by Owners may be in one or more instruments of
similar tenor and may be executed by Owners in person or by their attorneys appointed in writing.
The fact and date of the execution by any Owner or such Owner's attorney of any declaration,
request or other instrument or of any writing appointing such attorney may be proved by the
certificate of any notary public or other officer authorized to take acknowledgments of . deeds to be
recorded in the state or territory in which such notary public or other officer purports to act that the
person signing such declaration, request or other instrument or writing acknowledged to such notary
public or other officer the execution thereof, or by an affidavit of a witness of such execution duly
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sworn to before such notary public or other officer, or by such other proof as the Trustee may
accept which it may deem sufficient.
The ownership of any Certificates and the amount, payment date, number and date
of owning the same may be proved by the books required-to be kept by the Trustee pursuant to the
provisions of Section 2.07.
Any declaration, request or other instrument in writing of the Owner of any
Certificate shall bind all future Owners of such Certificate with respect to anything done or suffered
to be done by the City, the County, the Authority or the - Trustee in good faith and in accordance
therewith.
Waiver of Personal Liability. No member of the Authority or officer or employee of the Authority
shall be individually or personally liable for the payment of the interest or principal represented by
the *Certificates, but nothing contained herein shall relieve any member of the Authority, officer or
employee of the Authority from the performance of any official duty provided by any applicable
provisions of law or by the Sublease Agreement or hereby.
Acquisition of Certificates by the Authority. All Certificates acquired by the Authority, whether by
purchase or gift or otherwise, shall be surrendered to the Trustee for cancellation.
Content of Certificates. Every Certificate of the City, the County or the Authority with respect to
compliance with any agreement, condition, covenant or term contained herein shall include (a) a
statement that the person or persons making or giving such certificate have read such agreement,
condition, covenant or term and the definitions herein relating thereto; (b) a brief statement as to
the nature and scope of the examination or investigation upon which the statements contained in
such certificate are based; (c) a statement that, in the opinion of the'signers, they have made or
caused to be made such examination or investigation as is necessary to enable them to express an
informed opinion as to whether or not such agreement, condition, covenant or term has been
complied with, and (d) a statement as to. whether,
in the opinion of the signers, such agreement,
^
_
condition, covenant or term has been complied with.
Any Certificate of the City, the County or the Authority may be based, insofar as it
relates to. legal matters, upon an Opinion of Counsel unless the person making or giving such
certificate knows that the Opinion of Counsel with respect to the matters upon which such person's
certificate may be based, as aforesaid, is erroneous, or in the exercise of reasonable care should have
known that the same was erroneous: Any Opinion of Counsel may be based, insofar as it relates to
factual matters, information with respect to which is in the possession of the City, the County or the
Authority, upon a representation by an officer or officers of the City, the County or the Authority,
as the case may be, unless the counsel executing such Opinion of Counsel knows that the
representation with respect to the matters upon which such counsel's opinion may be based, as
aforesaid, is erroneous, or in the exercise of reasonable care should have known that the same was
erroneous.
Funds. Any fund required to be established and maintained herein by the Trustee except the Rebate
Fund may be established and maintained in the accounting records of the Trustee either as an
account or a fund, and may, for the purposes of such accounting records, any audits thereof and any
reports or statements with respect thereto, be. treated either as an account or a fund; but all such
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records with- respect to all such funds shall at all times be maintained in accordance with current
corporate trust industry standards and with due regard for the protection of the security of the
Certificates and the rights of the Owners.
.
^T
_
.
_. ._. .
Except for moneys held in the Rebate Fund, the Trustee may commingle any of the
moneys held by it hereunder for investment purposes only, provide d, that the Trustee shall account
separately for the moneys in each fund or account established pursuant to this Trust Agreement, the
Facility Lease Agreement or the Sublease Agreement.
Partial Invaliditv. If any one or more of the agreements, conditions, covenants or terms required
'herein to be observed or performed by or on the part of the City, the County, the Authority or the
Trustee shall be contrary to law, then such agreement or agreements, such condition or conditions,
such covenant or covenants or such term or terms shall be null and void and shall be deemed
separable from-the remaining- agreements, conditions, covenants and terms hereof and shall in no
way affect the validity hereof or of the Certificates, and the Owners shall retain all the benefit,
protection and security afforded to them under any applicable provisions of law. The City, the
County, the Authority and the Trustee hereby declare that they would have executed this Trust
Agreement, and each and every other Article, Section, paragraph, subdivision, sentence, clause and
phrase hereof and would have authorized the execution and delivery of the Certificates pursuant
hereto irrespective of the fact that any one or more Articles, Sections, paragraphs, subdivisions,
sentences, clauses or phrases hereof or the application thereof to any person or circumstance may be
held to be unconstitutional, unenforceable or invalid.
California Law. This Trust Agreement shall be construed and governed in accordance with the laws .
of the State.
Notices. All written notices to be given hereunder shall be given by mail to the party entitled
thereto at its Notice Delivery Address, or at such other address as such party may provide to the.
other parties in writing from time to time.
..
_
,
_..>_ v:.... . , _.: _ _ .
Nonbusiness Days. When any action is provided herein to be done- on a day named or within a time
--`period°named, and the day-or-the last -day-of the period falls on a day°other than a Busiiness Day; itmay be performed on"the next succeeding Business Day with effect as though performed on the
appointed day or within the specified period.
Effective Date. This Trust Agreement shall become effective upon its execution and delivery.
CUSIP Numbers., Neither the Trustee nor the Authority shall have responsibility for a defect in the
CUSIP number that appears on any Certificate or in any prepayment notice. A prepayment notice
may provide that the CUSIP numbers have been assigned by an independent service and are
included in the notice solely for the convenience of Owners of the Certificates and that the Trustee
and the Authority shall not be liable in anyway for inaccuracies in said numbers.
Execution in Counterparts. This. Trust Agreement may be executed in several counterparts, each of
which shall be deemed an original; and all of which shall constitute but one and the same
instrument.
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IN WITNESS WHEREOF, the parties hereto have executed this Trust Agreement
by their officers thereunto duly authorized as of the day and year first written above.

BNY WESTERN TRUST COMPANY

By
Authorized Officer

SACRAMENTO REGIONALARTS FACILITY
FINANCING AUTHORITY

By
Authorized Representative
Attest:

Secretary

CITY OF SACRAMENTO

By
. Authorized Representative
Attest:

Clerk

Approved as to Form:

Assistant City Attorney
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COUNTY OF SACRAMENTO

By
Authorized Representative
Attest:

Clerk

Approved as to Form:

Deputy County Cpunsel
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EXHIBIT A
MASTER LIST OF DEFINITIONS
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EXHIBIT B
PREPAYMENT PROVISIONS

CERTIFICATE PAYMENT DATES ON WHICH
CERTIFICATES PAYABLE ON SEPTEMBER 1,
ARE SUBJECT TO MANDATORY PREPAYMENT

September 1
Payment Date

Amount

' (final payment date)

CERTIFICATE PAYMENT DATES ON WHICH
CERTIFICATES PAYABLE ON SEPTEMBER 1,
ARE SUBJECT TO MANDATORY PREPAYMENT
September 1
Payment Date

Amount

'1, (final payment date)
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EXHIBIT C
FORM OF CERTIFICATE OF PARTICIPATION

No.R

SACRAMENTO REGIONAL ARTS FACILITIES FINANCING AUTHORITY
SERIES 2002 CERTIFICATES OF PARTICIPATION
Evidencing and Representing A Fractional Undivided
Interest of the Owner Hereof

in Sublease Payments to be Made by the
CITY OF SACRAMENTO AND COUNTY OF SACRAMENTO
to

BNY WESTERN TRUST COMPANY

Interest Rate
%

Certificate
Payment Date
September 1,

Dated as of

CUSIP No.

August 1, 2002

REGISTERED OWNER:
PRINCIPAL SUM

DOLLARS

THIS IS TO CERTIFY that the registered owner named above, as the registered
owner of this Certificate of Participation (the "Certificate"), is the owner of a fractional undivided
interest in the rights to receive certain Sublease Payments (as that term is defined in the Trust
Agreement hereinafter mentioned) under and pursuant to that certain Sublease Agreement (the
"Sublease Agreement"), dated as of August 1, 2002, by and between the Sacramento Regional Arts
Facilities Financing Authority (the "Authority") and the City of Sacramento and the County of
Sacramento ("the City and the County'), all of which rights to receive such Sublease Payments
having been assigned without recourse by the Authority to BNY Western Trust Company, as trustee
(the "Trustee") pursuant to that certain Assignment Agreement, dated as of August 1, 2002,
between the Authority and the Trustee.
The registered owner of this Certificate is entitled to receive, subject to the terms of
the Sublease Agreement and any right of prepayment prior thereto hereinafter provided for, on the
certificate payment date set forth above (the "Certificate Payment Date"), upon surrender of this
Certificate on the Certificate Payment Date or on the date of prepayment prior thereto at the
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principal corporate trust office of the Trustee in San Francisco, California, the principal sum
specified above representing the registered owner's fractional undivided share of the Sublease
Payments designated as principal components coming due on the Certificate Payment Date, and on
each March 1 and September 1,-commencing September 1, 2002 (the "Interest Payment Date"), the
registered owner of this Certificate as shown in the registration books maintained by the Trustee at
the close of business on the fifteenth (15th) day of the month preceding each Interest Payment Date
is entitled to receive such registered owner's fractional undivided share of the Sublease Payments
constituting interest components from the date hereof and continuing to such Certificate Payment
Date or the date of prepayment prior thereto, whichever is earlier. Such fractional undivided share
designated as interest components is the result of the multiplication of the aforesaid portion of the
Sublease Payments designated as principal components by the interest rate per annum stated above
calculated on the basis of a 360-day year composed of twelve 30-day months.
This Certificate is one of the duly authorized certificates of participation entitled
"Sacramento Regional Arts Facilities Financing Authority Series 2002 Certificates of Participation"
aggregating
dollars ($^ which have been executed by the Trustee
pursuant to the terms of a Trust Agreement (together with any supplements or amendments thereto,
the "Trust Agreement") by and among the Trustee, the City and the County and the Authority,
dated as of August 1, 2002. Copies of the Trust Agreement are on file at the principal corporate
trust office of the Trustee in San Francisco, California, and reference is hereby made to the Trust
Agreement and to any and all amendments thereof and supplements thereto for a description of the
agreements, conditions, covenants and terms securing the Certificates, for the nature, extent and
manner of enforcement of such agreements, conditions, covenants and terms, for the rights and
remedies of the registered owners of the Certificates with respect thereto and for the other
agreements, conditions, covenants and terms upon which the Certificates are executed and delivered
thereunder, to which agreements, conditions, covenants and terms the owner hereof, by acceptance
hereof, hereby consents.

To the extent and in the manner permitted by the terms of the Trust Agreement and
the Sublease Agreement, the provisions of the Trust Agreement and Sublease Agreement may be
amended or supplemented by the parties thereto.
This Certificate is transferable by the registered owner hereof, in the manner, subject
to the limitations and upon payment of the charges provided in the Trust Agreement. The
Certificates are exchangeable at the principal corporate trust office of the Trustee in San Francisco,
California, for a like aggregate principal amount of Certificates of authorized denominations of the
same Certificate Payment Date, in the manner, subject to the limitations and upon payment of the
charges provided in the Trust Agreement.
The Trustee may treat the registered owner hereof as the absolute owner hereof for
all purposes, whether or not this Certificate shall be overdue, and the Trustee shall not be affected
by any knowledge or notice to the contrary; and payment of the interest and principal represented
by this Certificate shall be made only to such registered owner, which payments shall be valid and
effectual to satisfy and discharge liability represented by this Certificate to the extent of the sum or
sums so paid.
The Certificates are authorized to be executed and delivered in the form of fully
registered Certificates in denominations of five thousand dollars ($5,000) each or any integral
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multiple thereof.
The Certificates are subject to prepayment on the dates, at the prices and upon
such notice as are set forth in the Trust Agreement.
The Certificates each evidence and represent a fractional undivided interest in the
Sublease Payments payable under the Sublease Agreement and enjoy the benefits of a security
interest in the moneys held by the Trustee in the funds established pursuant to the Trust Agreement,
subject to the provisions of the Trust Agreement permitting the disbursement thereof for or to the
purposes and on the conditions and terms set forth therein." The obligation of the City and the
County to make the Sublease. Payments is a special obligation of the City and the County, and does
not constitute a debt of the City and the County or of the State of California or of any political
subdivision thereof within the meaning of any constitutional or statutory debt limitation or
restriction.
The Trustee has no obligation or liability to the Certificate owners for the payment
of the interest or principal represented by the Certificates, but rather the Trustee's sole obligations
are to administer, for the benefit of the Authority and the Certificate owners, the various funds
established under the Trust Agreement.
The Authority has certified to the Trustee that all acts, conditions and things
required by the laws of the State of California and the Trust Agreement to exist, to have happened
and to have been performed precedent to and in connection with the execution and delivery of this
Certificate do exist, have happened and have been performed in regular and due time, form and
manner as required by law, and that the Trustee is duly directed to execute and deliver this
Certificate. This is to further certify that the amount of this Certificate, together with all other
Certificates executed and delivered under the Trust Agreement, is not in excess of the amount of
Certificates authorized to be executed and delivered thereunder.
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IN WITNESS WHEREOF, this Certificate has been dated as of the date set forth
above and has been executed by the manual signature of an authorized officer of the Trustee.
Date of Execution:

BNY WESTERN TRUST COMPANY,
as Trustee

By
Authorized Officer
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ASSIGNMENT
For value received, the undersigned do(es) hereby sell, assign and transfer unto
_the within Certificate and do(es) hereby irrevocably constitute and

appoint
attorney to transfer such Certificate on the Certificate register of the
Trustee, with full power of substitution in the premises.
Dated:

Note: The signature(s) to this Assignment must
correspond with the name(s) as written on the face of
the within Certificate in every particular, without
alteration or enlargement or any change whatsoever.
Signature Guarantee:

(Signature(s) must be guaranteed by
a commercial bank or trust company
or a member organization of a
registered national securities
exchange.)
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EXHIBIT D
FORM OF REQUISITION - PROJECT FUND

To:

BNY Western Trust Company

Re:

Sacramento Regional Arts Facilities Financing Authority Series 2002 Certificates of
Participation

Sacramento Regional Arts Facilities Financing Authority (the "Authority") hereby
requests BNY Western Trust Company, as trustee (the "Trustee") under that certain trust
agreement, dated as of August 1, 2002 (the "Trust Agreement"), by and among the Authority, the
City of Sacramento, the County of Sacramento and the Trustee, relating to the Authority's Series
2002 Certificates of Participation, to pay to the Persons listed on Schedule I attached hereto the
amounts shown for the purposes indicated from the Project Fund established pursuant to the Trust
Agreement.
-The undersigned hereby-certifies that each obligation set forth on Schedule I has
been incurred by the Authority and is presently due and payable (or has been paid by or on behalf of
the Authority) and is a proper charge against the Project Fund and has not been previously paid
from the Project Fund. There has not been filed with or served upon the Authority any notice of
claim of lien, right to lien or attachment upon, or claim affecting the right to receive payment of, any
of the amounts payable to any of the persons named in this requisition, that has not been released or
will not be released simultaneously with the payment of such obligation set forth on Schedule I,
other than maxerialmen's or,mechanics' liens accruing by mere operation of law.
Dated:

,200

SAGRAMENTO REGIONAL ARTS FACILITIES °
FINANCING AUTHORITY

By:
Treasurer
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SCHEDULE I TO
REQUISITION NO. _ - PROJECT FUND

Payee

Amount
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An extra section break has been inserted above this paragraph. Do not delete this section break if
you plan to add text after the Table of Contents/Authorities. Deleting this break will cause Table of
Contents/Authorities headers and footers to appear on any pages following the Table of
Contents/Authorities.
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OH&S
DRAFT # 6

Recording Requested By And
When Recorded Mail To:

7/3/02
City of Sacramento
c/o Orrick, Herrington & Sutcliffe Up
400 Capitol Mall, Suite 3000
Sacramento, California 95814
Attn: Lina M. Thoreson, Esq.

(Space above this line for Recorder's Use)
Pursuant to Section 27383 of the Government Code of the State of California, recording of this document is exempt from any fees
charged by the Recorder.
THE UNDERSIGNED GRANTOR(S) DECLARE(S):
(short term lease)
- 0DOCUMENTARY TRANSFER TAXIS $
computed on full value of interest or property conveyed, or
computed on full value less value of liens or encumbrances remaining at time to sale.

FACILITY LEASE AGREEMENT
by and among the
COUNTY OF SACRAMENTO AND CITY OF SACRAMENTO,
as sub-sublessors,
and the
CALIFORNIA MUSICAL THEATRE,
as sub-sublessee
Dated as of August 1, 2002
RELATING TO $
SACRAMENTO REGIONAL ARTS FACILITIES FINANCING AUTHORITY
SERIES 2002 CERTIFICATES OF PARTICIPATION

With respect to the G Street Premises, this Facility Lease Agreement is junior and
subordinate to that certain Construction Deed of Trust, Assignment of Leases and Rents,
Security Agreement and Fixture Filing, dated as of August 1, 2002, executed by the
California Musical Theatre, as Trustor, for the benefit of the City of Sacramento and the
County of Sacramento, as Beneficiaries.
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FACILITY LEASE AGREEMENT
This FACILITY LEASE AGREEMENT (this "Facility Lease Agreement"), dated as
of August 1, 2002, by and among the CITY of SACRAMENTO, a municipal corporation and
charter city organized and existing under the laws of the State of California (the "City') and the
COUNTY OF SAQZAMENTO, a political subdivision organized and existing under the laws of the
State of California (the "County") as tenants-in-common, as sub-sublessors, and the CALIFORNIA
1VILJSICAI. THEATRE, a nonprofit public benefit corporation organized and existing under the
laws of the State of California ("U/IT"), as sub-sublessee; -

WITNE S S E TH:
WHEREAS, the Sacramento Regional Arts Facilities Financing Authority, a joint
exercise of powers authority organized and existing under the laws of the State of California (the
"Authority") intends to assist in the financing and refinancing of the acquisition, construction,
improvement, renovation and equipping of certain theatre facilities (the "Project") located at 1419 H
Street, Sacramento, California (the "H Street Site") and 1422 G Street, Sacramento, California (the
"G Street 'Site," and together with the H Street Site, the "Sites") by delivering those certain
Certificates of Participation, Series 2002 (the "Certificates") pursuant to that certain trust agreement,
dated as of August 1, 2002 (the "Trust Agreement"), by and among the Authority, the City, the
County and BNY Western Trust Company, as trustee (the "Trustee"); and
WHEREAS, CMT has leased the G Street Premises (as defined in the Site Lease
Agreement I, defined below) to the Authority pursuant to that certain site lease agreement, dated as
of August 1, 2002 (the "Site Lease Agreement I"), by and between CMT and the Authority; and
WHEREAS, the City and the County, as tenants-in-common, have leased the H
Street Premises (as defined in the Site Lease Agreement II, defined below) to the Authority pursuant
to that certain site lease agreement, dated as of August 1, 2002 (the "Site Lease Agreement II," and
together with the Site Lease Agreement I, the "Site Lease Agreements"), by and among the City, the
County and the Authority, and
WHEREAS, the Authority has leased the G Street Premises and the H Street
Premises (together, the "Premises") to the City and the County, as tenants-in-common, pursuant to
that certain sublease agreement, dated as of August 1, 2002 (the "Sublease Agreement"), by and
among the City, the County and the Authority; and
WHEREAS, the City and the County, as tenants-in-common, have leased the
Premises to CMI' pursuant to this Facility Lease Agreement; and
WHEREAS, under this Facility Lease Agreement, CMT is obligated to make, among
other payments, Base Rental Payments (as defined herein) in an amount equal to debt service with
respect to the Certificates; and
WHEREAS, under the Sublease Agreement, the City and the County are obligated
to make, among other payments, Sublease Payments (as defined in the Sublease Agreement) in an
amount equal to debt service with respect to the Certificates; and
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WHEREAS, the obligations of the City and the County to pay the Sublease
Payments under the Sublease Agreement will be credited (subject to the provisions of the Sublease
Agreement) to the extent that the Trustee receives Base Rental Payments from QVIT under this
Agreement and deposits such amounts in the Interest_ Fund _and the Principal Fund _
Facility Lease
.
under the Trust Agreement, and to the extent that Base Rental Payments received under this Facility
Lease Agreement are insufficient to pay debt service with. respect to the Certificates, the City and the
County will pay any deficiency in the . proportion of fifty percent (50%) each; and
WHEREAS, all acts, conditions and things required by law to exist, to have
happened and to have been performed precedent to and in connection with the execution and
delivery of this Facility Lease Agreement, do 'exist, have happened and have been performed in
regular and due time, form and manner as required by law, and the parties hereto are now -duly
authorized to execute and enter'into this FacilityLease Agreement;

NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND OF
THE MUTUAL . AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR
OTHER VALUABLE CONSIDERATION, THE PARTIES HERETO HEREBY AGREE AS
FOLLOWS:
ARTICLE I.
DEFINITIONS; INTERPRETATION; EXHIBITS
Section 1.01. Definitions. The terms defined in Exhibit A, attached hereto. and by
this reference, incorporated herein and made a part hereof, shall for all purposes hereof have the
meanings ascribed to them therein, unless the context clearly requires some other meaning.
Section 1.02. Interpretation.
_..

,_

_,(a)

__Unless the„context othe_rwiseindicates,. all words -expressed. in the singular.

shall include the plural and, vice versa, and the use of the neuter, masculine or feminine gender is for
convenience . only and siiallbe deerned to: mean and iriclude the neuter, masculine or fernininegender, as appropriate.
All captions. or headings of the, sections and subsections hereof and the table
(b)
of contents hereof are, solely for convenience of reference and do not constitute a part hereof and
shall not affect the meaning, construction or effect hereof.
All references herein to "Articles," "Sections" and other subsections are to
(c)
the corresponding Articles, Sections. or subsections hereof, and the words "herein," "hereof,"
"hereby," "hereunder" and other words of similar import refer to this Facility Lease Agreement as a
whole and not to any particular Article, Section or subsection hereof.
Section 1.03. Exhibits. The following Exhibits are attached to and by this reference
incorporated herein and made a part hereof:
Exhibit A:

Master List of Definitions
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Exhibit B:

Description of Sites

Exhibit C:

Description of Project

Exhibit D:

Base Rental Payment Schedule

Exhibit E:

Memorandum of Understanding
ARTICLE II

REPRESENTATIONS, COVENANTS AND WARRANTIES
Section 2.01. Representations Covenants and Warranties of the Citv.
represents, covenants and warrants to the County and CMT as follows:

The City

Due Organization and Existence. The City is a municipal corporation and
(a)
charter city organized and existing under the laws of the State, has power to enter into. each. of the
Financing Agreements to which it is a party and is possessed of full power to own, hold, lease, as
lessor, sublessee and sub-sublessor, and sell real and personal property.
Authorization. The laws of the State authorize the City to enter into each of
(b)
the Financing Agreements to which it is a party and to enter into the transactions contemplated
hereby and thereby and to carry out its obligations under each of the Financing Agreements to
which it is a parry, and the City has duly authorized the execution and delivery of each of the
Financing Agreements to which it is a party.
Execution and Delivery. The City has duly executed and delivered each of
(c)
the Financing Agreements to which it is a party in accordance with the laws of the State, and each of
the Financing Agreements to which it is a party constitutes a legal, valid and binding agreement of
the City, enforceable against the City in accordance with its terms, and further represents, covenants
and warrants that all requirements have been `met. and procedures have occurred in "ord"er to erisure
the enforceability of. these. Financing Agreements, except, to. the.:=extent limited or affected by
bankruptcy, insolvency or other laws affecting creditors' rights generally and by the application of
equitable principles if equitable remedies are sought.
No Conflict. To the current actual knowledge of the City after reasonable
(d)
-investigation, which did not include the review or search of federal, state or other court records, or
the review or search of City records other than those directly and immediately connected with the
Project and the financing therefor, except as disclosed in the Official Statement, neither the
execution and delivery of each of the Financing Agreements to which it is a party, nor the
fulfillment of or compliance with the terms and conditions hereof or thereof, nor the consummation
of the transactions contemplated hereby or thereby, conflicts with or results in a breach of the
terms, conditions or provisions of any restriction, agreement or instrument to which the City is now
a.parry or by which the City is bound, or constitutes a default under any of the foregoing, or results
in the creation or imposition of any lien, charge or encumbrance whatsoever upon any of the
property or assets of the City or upon the Premises, except Permitted Encumbrances.
Approvals. No consent, approval, order or authorization of, or registration,
(e)
declaration or filing with, any Governmental Authority or other Person is required in connection "
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with the execution and delivery of each of the Financing Agreements to which it is a party or the
performance or consummation of the transactions contemplated hereby and thereby, except for
those which have been made or obtained and are in full force and effect or as contemplated
hereunder.
(f)
Title. The City holds a valid leasehold estate, as a tenant-in-common, in the
Premises subject to the terms and conditions of the Site Lease Agreements and the Sublease
Agreement.
Section 2.02. Representations, Covenants and Warranties of the County.
County represents, covenants and warrants to the City and CMT as follows:

The

,(a)
Due Organization and Existence. The County is a political subdivision
organized and existing under the State, has power to enter into each of the Financing Agreements to
which it is a party and is possessed of full power to own, hold, lease, as lessor, sublessee and subsublessor, and sell real and personal property.
(b)
Authorization. The laws of the State authorize the County to enter into each
of the Financing Agreements to which it is a party and to enter into the transactions contemplated
hereby and thereby and to carry out its obligations under each of the Financing Agreements to
which it is a party, and the County has duly authorized the execution and delivery of each of the
Financing Agreements to which it is a party.
Execution and Deliverv. The County has duly executed and delivered each
(c)
of the Financing Agreements to which it is a party in accordance with the laws of the State, and each
of the Financing Agreements to which it is a party constitutes a legal, valid and binding agreement of
the County, enforceable against the County in accordance with its terms, and further represents,
covenants and warrants that all requirements have been met and procedures have occurred in order
to ensure the enforceability of these Financing Agreements, except to the extent limited or affected
by bankruptcy, insolvency or other laws affecting creditors' rights- generally and by the application of
equitable principles if equitable remedies are sought.
No Conflict. Neither the execution and delivery of each of the Financing
(d)
Agreements to which it is a party, nor the fulfillment of or compliance with the terms and
conditions hereof or thereof, nor the consummation of the transactions contemplated hereby or
thereby, conflicts with or results in a breach of the terms, conditions or provisions of any restriction,
agreement or instrument to which the County is now a party or by which the County is bound, or
constitutes a default under any of the foregoing, or results in the creation or imposition of any lien,
charge or encumbrance whatsoever upon any of the property or assets of the County or upon the
Premises, except Permitted Encumbrances.
Approvals. No consent, approval, order or authorization of, or registration,
(e)
declaration or filing with, any Governmental Authority or other Person is required in connection
with the execution and delivery of each of the Financing Agreements to which it is a party or the
performance or consummation of the transactions contemplated hereby and thereby, except for
those which have been made or obtained and are in full force and effect or as contemplated
hereunder.

(fl

Title. The County holds a valid leasehold estate, as a tenant-in-common, in
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the Premises subject to the terms and conditions of the Site Lease Agreements and the Sublease
Agreement.
Representations, Covenants and Warranties of CMT. WI'
Section 2.03.
represents, covenants and warrants to the City and the County as follows:
Due Organization and Existence.
CMT is a nonprofit public benefit
(a)
corporation organized and existing under the laws of the State, has power to enter into each of the
Financing Agreements to which CMT is a party and is possessed of full power to own, hold, lease
and sell real and personal property.
Authorization. The laws of the State authorize CMT to enter into each of
(b)
the Financing Agreements to which CMT is a party, and to enter into the transactions contemplated
hereby and thereby and to carry out its obligations under each of the Financing Agreements to
which CMT is a party, and CMT has duly authorized the execution and delivery of each of the
Financing Agreements to which CMT is a party.
(c)
Execution and Delivery. CIVIT has duly executed and delivered each of the
Financing Agreements to which CMT is a party in accordance with the laws of the State, and each
of the Financing Agreements to which CMT is a party constitutes a legal, valid and binding
agreement of CMT, enforceable against C:NIT in accordance with its terms, and further represents,
covenants and warrants that all requirements have been met and procedures have occurred in order
to ensure the enforceability of these Financing Agreements, except to the extent limited or affected
by bankruptcy, insolvency or other laws affecting creditors' rights generally and by the application of
equitable principles if equitable remedies are sought.
(d)
No Conflict. Neither the execution and delivery of each of the Financing
Agreements to which CMT is a party, nor the fulfillment of or coinpliance with the terms and
conditions hereof or thereof, nor the consummation of the transactions contemplated hereby or
thereby, conflicts with or results in a breach of the terms, conditions or provisions of any restriction,
agreement or instrument to which CMT is now a party or by which QVII' is bound, or constitutes a
default under any of the foregoing, or results iri the creation or imposition of any lien, charge orencumbrance whatsoever upon any of the property or assets of CMT or upon the Premises, except
Permitted Encumbrances.
(e)
Approvals. No consent or approval of any trustee or holder of indebtedness
of CMT, and no consent, approval, order or authorization of, or. registration, declaration or filing
with, any Governmental Authority or other Person is required in connection with the execution and
delivery of each of the Financing Agreements to which CMT is a party or the performance or
consummation of the transactions contemplated hereby and thereby, except for those which have
been made or obtained and are in full force and effect or as contemplated hereunder.
No Litigation. There is no action, suit, arbitration, mediation or other
(f)
proceeding, at law or in equity, before or by any court or Governmental Authority, pending or, to
the best knowledge of CMT after reasonable inquiry, threatened against CM`I' or any Affiliate of
CMf that is likely to result in an unfavorable decision, ruling or finding that would have a Material
Adverse Effect.
(g)

Patents and Licenses. CMT or Affiliates of CMT own or possess, or will
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own or possess in a timely manner, all patents, rights to patents, trademarks and/or copyrights
necessary for the performance by CMT of its obligations under the Financing Agreements to which
CMT is a party, without any known material conflict with the rights of others. CMT has obtained or
will obtain in a timely manner all licenses, permits, franchises and other governmental authorizations
material to the conduct of their business, all of which are or will be in full force and effect.
(h)

Information Supplied by CMT.

(1)
To the best of OVIT's knowledge, after reasonable investigation, the
information heretofore supplied by CMT to the City and the County with respect to CMT, its
ownership structure, its relationships with Affiliates of CMT, and the experience, financial condition
and contractual rights and obligations of CMT and its principals was correct and complete in all
material respects as of the date or dates submitted, and did not fail to omit a material fact necessary
to make the statements made therein not misleading, or if such information was not correct arnd
complete as of the date of submittal, CMT subsequently provided the City and the County with
corrected and complete materials; and in the meanwhile there has been no material change with
respect to such matters that has not been disclosed by CMT to the City and the County.
(2)
The financial statements of CMT as of and for the year ended June 30, 2001
(copies of which, audited by PriceWaterhouseCoopers LLP, have been furnished to the City and the
Count)), present fairly in all material respects the financial position of CMT as of June 30, 2001 and
the results of its operations and cash flows for the year ended on such date, in conformity with
generally accepted accounting principles, with such, exceptions as may be disclosed in, such
accountant's report, and since June 30, 2001, there has been no material adverse change in the
financial condition or results of operations of CNff.
Defaults. CMT (including any principal, Affiliate or member of CIVM is not
(1)
in default under any Contractual Obligation, or in violation of any Applicable Law, which default or
violation would have a Material Adverse Effect.
(j)
501(c) (3) Status. CMT is an organization described in Section 501(c) (3) of the
Internal Revenue Code of 1986, as amended, and exempt from federal income tax under-Section
50.1(a) of said Code, except for unrelated business income under Section 511(a) of the Code.
(k)
Events of Default. As of the Closing Date, no condition or event exists
which constitutes or with notice, the lapse of time or both, would constitute an Event of Default
under any of the Financing Agreements to which CMT is a party.
(1)
ERISA. The execution and delivery of each of the Financing Agreements to
which CMT is a party and the consummation of the transactions contemplated hereby and thereby
and the compliance by CMT with the provisions of each of the Financing Agreements to which
CMT is a party will not involve any prohibited transaction within the meaning of Section 503 of the
Code. All employee pension benefit plans maintained by CMT are in compliance with all applicable
provisions of the Code.
(m)
Location. The chief executive office (as defined in the Uniform Commercial
Code) of CMT.and principal place of business, and the place where substantially all of its corporate
records concerning the Financing Agreements to which C2vff is a party are kept, is in Sacramento,
California.
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No Agreement to Sell Assets, Etc. CMT has no legal obligation, absolute or
(n)
contingent, to any Person to sell the assets of Off, or to effect any merger, consolidation or other
reorganization of CMT or to enter into any agreement with respect thereto.
Government Charges. CMT has filed or caused to be filed all tax returns,
(o)
which are required to be filed by them. CQVIT has paid, or made provision for the payment of, all
taxes and other Governmental Charges which have or may have become due pursuant to said
returns or otherwise and all other indebtedness, except such Governmental Charges or
indebtedness, if any, which are being contested in good faith and as to which adequate reserves
(determined in accordance with GAAP) have been provided or which are not reasonably likely to
have a Material Adverse Effect if unpaid.
(p)
Insolvency, Etc. CMT is not Insolvent and, after the execution and delivery
of each of the Financing Agreements to which CMT is a party and the consummation of the
transactions contemplated hereby and thereby, QVIT will not be Insolvent.
Formation Documents. QVIT's Formation Documents are in full force and
(q)
effect, and there has been no breach by any of the parties thereto or event or condition that would
otherwise give rise to a breach thereof. The Formation Documents delivered to the City and the
County are true, correct, and complete and there has been no amendments thereto except as
contemplated by the Financing Agreements to which CMT is a parry.
Affiliate Transactions. Except for the Contractual Obligations reflected in
(r)
the Financing Agreements to which CMT is a party or the Formation Documents, CMT has no
Contractual Obligations with any of its Affiliates.
Fee Title to G Street Site. CMI' holds a fee interest in the G Street Site,
(s)
subject to the terms and conditions of the Site Lease Agreement I, the Sublease Agreement and this
Facility Lease Agreement and other easements and encumbrances of record.
ARTICLE III
AGREEMENT TO SUB-SUBLEASE
Section 3.01. Lease of Premises. The City and the County, as tenants-in-common,
hereby lease to CMT, and CMT hereby leases from the City and the County, as tenants-in-common,
upon the terms and conditions hereinafter set forth, the Premises.
Section 3.02. Quiet Enjoyment. CMT at all times during the term of this Facility
Lease Agreement shall peaceably and quietly have, hold and enjoy the Premises, without suit, trouble
or hindrance from the City and/or the County, except as expressly set forth in this Facility Lease
Agreement. No Owner shall interfere with such quiet use and enjoyment during the term of this
Facility Lease Agreement so long as CM!' is not in default hereunder.

Section 3.03. Right of EnM. QVIT agrees that the City and the County shall have
the right at all reasonable times to enter upon and to examine and inspect the Premises. C.MI'
further agrees that the City and the County shall have such rights of access to the Premises as may
be reasonably necessary to cause the proper maintenance by the City and/or the County in the event
of failure by QVIT to perform its obligations hereunder.
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ARTICLE IV
TERM
Commencement of Term of Facilit^ Lease Agreement:
Section 4.01.
Commencement of Rental. The term of this Facility Lease Agreement shall commence on the
Closing Date and shall end on September 1, 20_ unless such term is extended or sooner terminated
as hereinafter provided. If on September 1, 20_, the Certificates are Outstanding under the Trust
Agreement or the amounts payable under this Facility Lease Agreement shall not be fully paid or
deemed fully paid in accordance with this Facility Lease Agreement, then the term of this Facility
Lease Agreement shall continue on a. month-to-month basis until the Certificates are no longer
Outstanding under the Trust Agreement and the amounts payable under this Facility Lease
Agreement have been fully paid or deemed fully paid in accordance with this Facility Lease .
Agreement. If prior to September 1, 20_, the Certificates are no longer Outstanding under the
Trust Agreement and the amounts payable under this Facility Lease Agreement have been fully paid
or deemed fully paid in accordance with this Facility Lease Agreement, then the term of this Facility
Lease Agreement shall thereafter end and title to the Premises shall be transferred as set forth in
Section 13.01 hereof. In no event shall the term of this Facility Lease Agreement exceed the limits
provided by law.
ARTICLE V
USE OF PROCEEDS; TAX COVENANTS
Section 5.01. Use of Proceeds. The parties hereto agree that the proceeds of the
Certificates will be used to finance and refinance the Project, to fund capitalized interest with respect
to the Certificates through
to fund the Reserve Fund and to pay the Delivery
Costs of the Certificates.

Section 5.02. Tax Covenants. CMT shall at all times do and perform all acts and
things permitted by law, this Facility Lease Agreement and the Trust Agreement that are necessary
or desirable in order to assure that interest paid with respect to the Certificates will be excluded from
gross income for federal income tax purposes and shall take no action that would result in such
interest not being so excluded. Without limiting the generality of the foregoing, CMT agrees to
comply with the provisions of the Tax Certificate to be executed, by the City, the County, the
Authority and CMT on the Closing Date. This covenant shall survive payment in full or defeasance
of the Certificates.
ARTICLE VI
RENTAL PAYMENTS
Section 6.01. Amount of Base Rental Payments.

(a)
CMT agrees to pay as rental hereunder for the term of this Facility Lease
Agreement to the City and the County, their successors or assigns, without deduction or offset of
any kind, the Base Rental Payments, with principal and interest components, in accordance with the
Base Rental Payment Schedule specified in Exhibit D, attached hereto and by this reference
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incorporated herein and made a part hereof, as the same may be amended from time to time
pursuant to Section 6.06 of this Facility Lease Agreement (collectively, the "Base Rental Payments").
The Base Rental Payments due on March 1 shall be payable on the preceding January 15, and the
-Base Rental- Paymentsdue on September-1 shall be payable on -the preceding July 15. -If CMT
receives notice prior to any Base Rental Payment Date that there are insufficient amounts on deposit
.in the Sublease Payment Fund under the Trust Agreement to pay the principal and interest
components of the Certificates due on the next succeeding Interest Payment Date, CMT shall
immediately pay such amounts to the Cityand the County as Base Rental Payments.
(b)
The parties hereto agree that CMT shall make such Base Rental Payments in
installments by transferring Theatre Revenues to the Custodian for deposit in accordance with the
provisions of the Control Agreement, all or a portion of which Theatre Revenues shall be
transferred to the Trustee for deposit in the Interest Fund and Principal Fund under the Trust
Agreement in accordance with the provisions of the Control Agreement, and that such amounts that
are transferred to the Trustee from the Theatre Revenues deposited in accordance with the Control
Agreement and deposited by the Trustee in the Interest Fund and Principal Fund shall be credited
against the obligations of CMT to pay the Base Rental Payments under Section 6.01(a) of this
Facility Lease Agreement.
Section 6.02. Additional Rental Payments.
In addition to the Base Rental
Payments, CMT shall also pay to the City, the County, the Authority, the Custodian, the Trustee or
other Person, as the case may be, "Additional Rental Payments," as follows:

(a)
All taxes and assessments of any type or character charged to the City, the
County, the Authority or to the Trustee affecting the amount available to the City, the County, the
Authority or the Trustee from payments to be received hereunder or in any way arising due to the
transactions contemplated hereby (including taxes and assessments assessed or levied by any public
agency or governmental authority of whatsoever character having power to levy taxes or
assessments) but excluding franchise taxes.based upon the capital and/or income of the Trustee and
taxes based upon or measured by-the net income of the Trustee;- provide d, that CMI'.shall-have the
right to .protest any such, taxes
and to require the City, the County, the Authority or
_ _or assessments
.
the Trustee, at C'I''s expense, to protest and contest any such- taxes or assessments levied`upon
them and that CMT shall have the right to. withhold payment of any such taxes or assessments
pending disposition of any such protest or contest unless such withholding, protest or contest would
adversely-affect the rights or interests of the City, the County, the Authority or the Trustee;
(b)
All reasonable fees, charges and expenses of the Trustee for services
rendered under the Trust Agreement, as and when the same become due and payable;
(c)
. All reasonable fees, charges and expenses of the Custodian for services
rendered under the Control Agreement, as and when the same become due and payable;
(d)
The reasonable fees and expenses of such accountants, consultants, attorneys
and other experts as may be engaged. by the City, the County, the Authority, the Trustee or the
Custodian to prepare audits, financial statements, reports, opinions or provide such other services
required under the Financing Agreements;
(e)

The reasonable fees and expenses of the City and/or the County, including
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any and all expenses incurred in connection with the authorization, issuance, sale and delivery of
any Certificates or by the City Attorney or County Counsel in connection with any litigation which
may at any time be instituted involving the Financing Agreements or any of the other documents
.
.
. ..
.
.
.
contemplated thereby, or in connection with the supervision or inspection of. CMT, its properties,
assets or operations or otherwise in connection with the administration of the Financing
Agreements;
(f)
All amounts required for rebate payments with respect to the Certificates
under the Trust Agreement and the Tax Certificate;

(g)
All amounts payable by the City and/or the County as Additional Rental
Payments under the Sublease Agreement; and
All other reasonable and necessary fees and expenses of the City and/or the
(h)
County attributable m the Financing Agreements.
Such Additional Rental Payments shall be billed to CMT by the City, the County, the
Authority, the Trustee or the Custodian from time to time, together with a statement certifying that
the amount billed has been incurred or paid by the City; the County, the Authority, the Trustee or
the Custodian for one or more of the above items. After such a demand, amounts so billed shall be
paid by GMT within thirty (30) days after receipt of the bill by CMT.
Section 6.03. [Reserved].

Section 6.04. Advances of Base Rental Payments or Additional Rental Paymeinfs. If
CMT fails to pay any Base Rental Payments or Additional Rental Payments (and all interest thereon
and expenses with respect thereto) when due and the City and the County are required to expend
their own funds to pay Sublease Payments or Additional Rental Payments (and all interest- thereon
and expenses with respect thereto) under the Sublease Agreement (i.e., to the extent that; the City
and--the County did not -receive a credit of their- obligations under-the Sublease Agreement), -the
amounts so paid by the City and the , County.shall constitute an advance of the Base Rental
Payments or Additional Rental Payments (and all interest thereon and expenses with respect thereto)
to CMT and.CMT agrees to repay all such advances as soon as possible to the City and the County
with interest on such advances from the date amounts are advanced at an interest rate equal to;the
City's Pool A Rate; provided, that nothing in this Section shall be deemed to constitute a waiver of.
any Event of Default hereunder. Such amounts shall constitute Additional Rental Payments under,
this Facility Lease Agreement.
Section 6.05. Rate on Overdue Payments. If GMT should fail to make any of the
payments required to be made by this Facility Lease Agreement, then the payment in default shall
continue as an obligation of CMT until the amount in default shall have been fully paid, and CMT
agrees to pay such defaulted amounts as soon as possible to the City and the County with interest on
such defaulted amounts from the' date of default at a rate equal to the City's Pool A Rate; provide ,
that nothing in this Section shall be deemed to constitute a waiver of any Event of Default
hereunder. Such amounts shall constitute Additional Rental Payments under this Facility Lease
Agreement.
Section 6.06. Effect .of Prepayment. If CMT prepays or cause the prepayment of
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all remaining Base Rental Payments and the interest thereon, all Additional Rental Payments and
the interest thereon, and all other payments under this Facility Lease Agreement and the interest
thereon in full pursuant to Article XVI of this Facility Lease Agreement, and if all Certificates are
fully paid, or deemed fully paid, in accordance with Article X of the Trust Agreement, then the
obligations of CMT under this Facility Lease Agreement shall thereupon cease and terminate except
for the obligation of CMT related to indemnification pursuant to Section 7.11 of this Facility Lease
Agreement; subject to the provisions of the second paragraph of Section 16.01 of this Facility Lease
Agreement in the case of prepayment by application of a security deposit. If QVI'I' prepays or causes
the prepayment of the Base Rental Payments in part, but not in whole, pursuant to Section 16.02 of
this Facility Lease Agreement, then such prepayment shall be credited towards the prepayment of
the Base Rental Payments as follows: (i) the principal components of each remaining Base Rental
Payment shall be reduced by the aggregate corresponding amount of principal which would
otherwise be payable with respect to the Certificates thereby prepaid pursuant to the Trust
Agreement; and (ii) the interest component of each remaining Base Rental Payment shall be reduced
by the aggregate corresponding amount of interest which would otherwise be payable with respect
to the Certificates thereby prepaid pursuant to the Trust Agreement.
Upon partial prepayment of any Base Rental Payment, CMT shall prepare (or cause
to be prepared) a revised Exhibit D to this Facility Lease Agreement.
Section 6.07. Application of Rental Payments. All Rental Payments (other than
prepayments of Rental Payments) received shall be applied first to the interest components of the
Base Rental Payment due hereunder, then to the principal components of the Base Rental Payment
due hereunder and thereafter to all Additional Rental Payment due hereunder, but no such
application of any payments which are less than the total rental due and owing shall be deemed a
waiver of any default hereunder.

Section 6.08. Net Lease. This Facility Lease Agreement is a "triple net lease," and
all Rental Payments due and payable hereunder shall be absolute and unconditional and shall be paid
without notice or demand and without setoff or deduction. The obligations of CMT and of the City
and the County hereunder shall be separate and independent covenants and agreements and the
Rental Payments shall commence at the times provided herein and shall continue to be payable in all
events during the term of this Facility Lease Agreement. Any present or future law to the contrary
notwithstanding, this Facility Lease Agreement shall not terminate, nor shall QVIT be entitled to any
abatement, suspension, deferment, reduction, setoff, counterclaim or defense with respect to the
'Rental Payments, nor shall the obligations of CMT hereunder be excused or delayed for any cause
including, without limiting the generality of the foregoing: (i) any defect in the condition,
merchantability, design, construction, quality or fitness for use of the Project, the Premises or any
part thereof, or the failure of the Project; the Premises to comply with all requirements of law,
including any inability to occupy or use the Project, the Premises by reason of such non-compliance;
(h) any damage to, removal, abandonment, salvage, loss, contamination of or release from, scrapping
or destruction of any requisition or taking of the Project, the Premises or any part thereof; (iii) any
restriction, prevention or curtailment of or interference with any use of the Project, the Premises or
any part thereof, including lawful eviction or constructive eviction; (iv) any defect in title to or rights
to the Project, the Premises or any lien on such title or rights'or on the Project, the Premises or any
part thereof; (v) any change, waiver, extension, indulgence or other action or omission or breach in
respect of any obligation or liability of or by the City or the County; (vi) any bankruptcy, insolvency,
reorganization, composition, adjustment, dissolution, liquidation or other like proceedings relating to
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CMT, the City, the County, the Authority, the Trustee or any other person, or any action taken
with respect to this Facility Lease Agreement by any trustee or receiver of 0VIT, the City, the
County, the Authority, the Trustee or any other person, or by any court, in any such proceeding;
(vii) any claim that CMT has or might have against any person, including, without limitation, the
City or County, any vendor, manufacturer, contractor of or for the Project, the Premises, the
Authority, the Trustee or any other person; (viii) any failure on the part of the City and the County
to perform or comply with any of the terms of this Facility Lease Agreement or of any other
Financing Agreements; (ix) any invalidity or unenforceability or illegality or disaffirmance of this
Facility Lease Agreement against or by CMT or any provision hereof or any of the Financing
Agreements or any provision thereof; .(x) the impossibility or illegality of performance by CMT, the
City, the County, the Authority, the Trustee or all of them; (xi) any action by any court,
administrative agency or other Governmental Authority; (xii) any restriction, prevention or
curtailment of or interference with the construction on or any use of the Project, the Premises or
any part thereof; (* any change in the tax or other laws of the United States of America or of the
State or any political subdivision of either, (xiv) any force majeure, including acts of God, tempest,
storm, earthquake, war, rebellion, riot, civil disorder, acts of public enemies, blockade or embargo,
strikes, industrial disputes, lockouts, lack of transportation facilities, fire, explosion, or acts or
regulations of Governmental Authorities; or (xv) any other cause or circumstances whether similar
or dissimilar to the foregoing and whether or not QVIT shall have notice or knowledge of any of the
foregoing. The parties intend that the obligations of CMT hereunder shall be covenants and
agreements that are separate and independent from any obligations of the City and the County
hereunder or under any Financing Agreements and the obligations of C2vff shall continue
unaffected unless such obligations shall have been modified or terminated in accordance with an
express provision of this Facility Lease Agreement.
Section 6.09. No Termination or Abatement. CMT shall remain obligated under
this Facility Lease Agreement in accordance with its terms and shall not take any action to terminate,
rescind or avoid this Facility Lease Agreement, notwithstanding any action for bankruptcy,
insolvency, reorganization, liquidation, composition, adjustment, dissolution, or other like
proceeding relating to the City, the County, the Authority, the Trustee or any other person or any
action with respect to this Facility Lease Agreement--which may be taken by any trustee, receiver or
liquidator of the City, the County, the Authority or any other person, or by any court with respect to
the City, the County, the Authority, the Trustee or any other person. QVI`I' hereby waives all right (i)
to terminate or surrender this Facility Lease Agreement or (ii) to avail itself of any abatement,
suspension, deferment, reduction, setoff, counterclaim or defense with respect to any Rental
Payments. CMT shall remain obligated under this Facility Lease Agreement in accordance with its
terms, and CMT hereby waives any and all rights now or hereafter conferred by statute or otherwise
to modify or to avoid strict compliance with their obligations under this Facility Lease Agreement.
Notwithstanding any such statute or otherwise, CMT shall be bound by all of the terms and
conditions contained in this Facility Lease Agreement.

ARTICLE VII
PARTICULAR COVENANTS OF CMT
Section 7.01.
Maintenance of Corporate Existence of CMT; Affiliation;
Consolidation, Merger. Sale or Transfer Under Certain Conditions. (a) CMT shall maintain its
existence as a California nonprofit public benefit corporation, operating a theatre facility and
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meeting the requirements of Section 501(c)(3) of the Code, and shall not dissolve, sell or otherwise
dispose of all or substantially all of its assets or become an Affiliate with, or consolidate with or
merge into another Person or permit one or more other Persons to become an Affiliate with,
consolidate with or merge into it; provided, that CMT may, without violating the covenants
contained in this Section, become an Affiliate with, consolidate with or merge into another Person,
or permit one or more other Persons to become an Affiliate with, consolidate with or merge into it,
or sell or otherwise transfer to another Person such assets if:
(1)

CIVFT obtains the written consent of the City and the County to such

transaction;
(2)
The City and the County shall have received an Opinion of Bond Counsel to
the effect that such affiliation, merger, consolidation, sale or other transfer will not, in and of itself,
cause the interest components of the Certificates to be included in gross income for federal income
tax purposes under Section 103 of the Code;
(3)

The surviving, resulting or transferee Person:

(i)
assumes in writing, if such Person is not CMT, all of the obligations
of CMT, under the Financing Agreements to which it is a party, and agrees to fulfill and
comply with the terms, covenants and conditions thereof;
(ii)
is not, after such transaction, otherwise in default under any provision of the Financing Agreements to which it is a party;
(iii)
is an organization meeting the requirements of Section 501(c) (3) of
the Code, or a corresponding provision of the federal income tax laws then in effect; and

(iv)
shall have fund balances at least equal to the fund balances of QVIT,
prior to such transaction;
(4)
The City and the County shall have received an Opinion of Counsel to the
effect that the Financing Agreements to which CMT, is a party constitute the legal, valid and binding
obligations of the surviving, resulting or transferee Person, as the case may be, enforceable against
such Person in accordance with their respective terms.
(b)
Notwithstanding the foregoing, CMT may, without complying with the
provisions of subsection (a) of this Section, transfer substantially all of its assets to an Affiliate
provided that:
(1)

CMT obtains the written consent of the City and the County to such

. transaction;

The City and the County shall have received an Opinion of Bond
(2)
Counsel to the effect that such proposed transfer(s) will not, in and of itself, cause the
interest components of the Certificates to be included in the gross income for federal
income tax purposes under Section 103 of the Code;
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Such Affiliate agrees to become a co-obligor and jointly and severally
(3)
liable with CMT, under the Financing Agreements to which it is a parry; and
(4)
After such transaction, CMT, and the Affiliate are in compliance with
the provisions of the Financing Agreements to which CMT, is a party.
In the event of such a transfer to an Affiliate, references in this Facility Lease
Agreement to indebtedness of CMI' shall apply to the combined indebtedness of CMT and the
Affiliate, and references to the financial condition or forecasted results of operations of CMT shall
apply to the consolidated financial condition or results of operations of CF!" and the Affiliate.
If an affiliation, merger, consolidation, sale or other transfer is effected, as
(c)
provided in this Section, the provisions of this Section shall continue in full force and effect, and no
further affiliation, merger, consolidation, sale or transfer shall be effected except in accordance with
the provisions of this Section.
Section 7.02. Repair and Maintain the Premises. (a) CMT shall maintain and repair,
at the sole expense of CQMIT, at no cost to the City or the County, the Premises and all
improvements located thereon in first-class condition and repair and in compliance with all
Applicable Laws and consistent with other similar modem facilities. CMT shall promptly make (or
cause others to make) all necessary or appropriate repairs, alterations, renewals and replacements,
whether structural or non-structural, interior or exterior, ordinary or extraordinary, foreseen or
unforeseen, reasonable wear and tear excepted.
(b)
CMT shall also procure, maintain and comply with all licenses, permits,
orders, approvals, consents and other authorizations required for the construction, use, maintenance
and operation of the Premises and for the use, operation, maintenance, repair and restoration
thereof.
(c)
serving the Premises.
(d)

CMT shall pay for all electricity, water, sewer, natural gas, and other utilities

CMT shall be solely responsible for the provision and cost of trash disposal

services.
(e)
If CMT fails to perform its obligations under this Section 7.02 in a manner
which, in the aggregate, has a material adverse effect on the Premises, with ninety (90) days' advance
notice to CMT and failure by CMT to cure such failure within such ninety (90) days, the City or the
County (and their agents, contractors or subcontractors) may perform such maintenance or repair to
the Premises. The City or the County, however, shall not be required to give such notice if such
delay could affect public health or safety. The City or the County shall be entitled to prompt
reimbursement of any expense incurred by it to make any maintenance or repair in accordance with
the provisions of this Section 7.02, together with interest on such sums expended from the date
incurred at an interest rate equal to the City's Pool A Rate as of the date the expense was incurred.
Such amounts shall constitute Additional Rental Payments under this Facility Lease Agreement.
Notwithstanding the above, neither the City nor the County shall have any duty or obligation to
make or perform any maintenance or repair relating to the Premises.
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Section 7.03. Modifications to Premises. (a) CMT shall not make any modifications
to the Premises, subsequent to the completion of the Project, that would result in (i) a material
diminution of the quality of the Premises or (ii) which would have a Material Adverse Effect,
without the prior written consent of the City and the County.
(b)
All work relating to any modifications to the Premises shall be done in a
good and workmanlike manner, using new materials equivalent in quality to those used in the
construction of the initial construction and renovation of the Premises. All work shall be diligently
prosecuted to completion. Before beginning construction of any modification, CMT shall obtain
any building and other permits that may be required by Applicable Laws.
(c)
CMT shall promptly pay all charges and costs incurred in connection with
any modifications to the Premises, as and when required by the terms of any agreements with
contractors, designers or suppliers. At least ten (10) Business Days before beginning construction of
any modification to the Premises, GMT shall give the City and the County written notice of the
expected commencement date of that construction to permit the City and the County to post and
record a notice of nonresponsibility.
(d)
CMT shall not suffer or permit any lien of mechanics or material suppliers to
be placed against the Premises with respect to work or services performed or claimed to have been
performed for CMT or materials furnished or claimed to have been furnished to CMT or to the
Premises on behalf of or for the benefit of QVI'I'. The City and the County have the right at all
times to post and keep posted on the Premises any notice that they consider necessary for
protection from such liens. If any such lien attaches or CMT receives notice of any such lien, CMT
shall cause the lien to be released and removed of record within ten (10) days after receipt of the
written demand of the City and the County.
Section 7.04. Compliance with Environmental Laws. (a) CMT shall comply with,
and cause its contractors, agents, servants and employees and each tenant and other occupant and
user of the Premises, and the contractors, agents, servants and employees of such tenants, occupants
'-and users;.-to comply with, each -and every Environmental Law applicable to. the Premises.
Specifically, but without limitation:
(1) CMT shall obtain and maintain (and cause each occupant and user to obtain
and maintain) all permits, certificates, licenses and other consents and approvals required by each
Environmental Law from time to time applicable to CM'I', each and every part of the Premises
and/or the conduct of any business there at or related thereto;
(2)
CMT shall not cause any Release on or off the Premises and will not suffer
or permit any Release, or the presence of Hazardous Substances, on the Premises (except in
compliance with all applicable Environmental Laws);
(3)
If CMT causes a Release on or off the Premises, or if a Release occurs on the
Premises, CMT shall promptly effect the clean-up of any resulting Contamination in accordance
with and as required by the provisions of all applicable Environmental Laws; and
(4)
Within thirty (30) days after the date that any lien is imposed against the
Premises or any part thereof under any Environmental Law, CMT shall cause such lien to be
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discharged or bonded or otherwise secured to the satisfaction of the City and the County.
No Obligation of City or the County Notwithstanding any provision of this
(b)
Facility Lease Agreement or of any of the other Financing Agreements, neither the City nor the
County shall have any obligation to (i) cure any failure by CMT to comply with any Environmental
Law, (ii) take any actions or complete any actions taken, or expend any sums, to cure any failure by
CMT to comply with any Environmental Law or (iu) compel, enjoin or otherwise cause CMT to do
any of the same; nor shall the execution by CQVIT, or the execution or acceptance by the City or the
County of this Facility Lease Agreement, or the existence or the exercise of any provision hereof or
of any other document, operate to place upon the City or the County any responsibility for the
operation, control, care, management or repair of the Premises, or any responsibility for; or any
right, power or ability to control or direct the storage, transportation, release, removal, containment,
encapsulation, remediation, monitoring, or other disposition of any Hazardous Substances, or make
either of the City or the County an "operator" of the Facility within the meaning of any
Environmental Law.
Section 7.05. Covenants as to Corporate Existence and Certain Other Matters.
C1VIT hereby covenants and warrants that:

except as otherwise expressly provided herein, to preserve its corporate or
(a)
other separate legal existence and all its rights and licenses to the extent necessary or desirable in the
operation of its business and affairs and to be qualified to do business in the City, the County and
the State;
to do all things reasonably necessary to conduct its affairs and carry on its
(b)
business and operations in such manner as to comply in all material respects with any and all
Applicable Laws and to duly observe and conform to all valid orders, laws or regulations of any
Governmental Authority relative to the conduct of its business and the management and/or
operation of the Premises;.
(c)
promptly to pay all lawful real property and personal property taxes, general
and special assessments and other charges of every description at any time levied or assessed upon
or against C1VIT or the Premises prior to the date upon which fines, interest or penalties accrue
thereon; provide d, that it shall have the right to contest in good faith any such taxes, general or
special assessments or other charges or the collection of any such sums, and pending such contest
may delay or defer payment thereof to the extent the contest thereof will not have a Material
Adverse Effect;
promptly to pay or otherwise satisfy and discharge all of its obligations and
(d)
Indebtedness and all demands and claims against it as and when the same become due and payable,
other than any thereof whose validity, amount or collectability is being contested in good faith;
provided, however, that the contest thereof will not have a Material Adverse Effect; and
to consent to the jurisdiction of the courts of Sacramento County of the
(e)
State for causes of action arising under the terms of this Facility Lease Agreement or any of the
other Financing Agreements to which CMT is a party.
Section 7.06.

Additional Negative Covenants.

During the term of this Facility
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Lease Agreement, CMT will comply, and will cause compliance, with the following negative
covenants, unless the City and the County shall otherwise consent in writing:
Change in Business. CMT shall not engage in any business substantially
(a)
unrelated to its present business at the Premises that could have a Material Adverse Effect.
(b) ' ERISA. Neither CMT nor any ERISA Affiliate shall (i) adopt or institute any
Employee Benefit Plan that is an employee pension benefit plan within the meaning of Section 3(2)
of ERISA, (ii) take any action which will result in the partial or complete withdrawal, within the
meanings of sections 4203 and 4205 of ERISA, from a Multiemployer Plan, (iii) engage or permit
any Person to engage in any transaction prohibited by section 406 of ERISA or section 4975 of the
Code involving any Employee Benefit Plan or Multiemployer Plan which would subject either CMT
or any ERISA Affiliate to any tax, penalty or other liability including a liability to indemnify, (iv)
incur or allow to exist any accumulated funding deficiency (within the meaning of section 412 of the
Code or section 302 of ERISA), (v) fail to make full payment when due of all amounts due as
contributions to any Employee Benefit Plan or Multiemployer Plan, (vi) fail to comply with the
requirements of section 4980B of the Code or Part 6 of Title I (B) of ERISA, or (vii) adopt any
amendment to any Employee Benefit Plan which would require the posting of security pursuant to
section 401(a) (29) of the Code, where singly or cumulatively, the above would have a Material
Adverse Effect.
Liens. CMT shall not, directly or indirectly, create, incur, assume or suffer to
(c)
exist any Lien on or with respect to the Premises, other than Permitted Encumbrances.
Amendment of Formation Documents. CMT shall not amend any of the
(d)
Formation Documents in any material respect.
Transactions With' Affiliates. CMT shall not enter into any Contractual
(e)
Obligation (including, without limitation, the purchase from, sale to or exchange of property with,
or the rendering of any service by or for any Affiliate) with any Affiliate or engage in any other
transaction with any Affiliate except in the ordinary course- of business and pursuant to the
reasonable requirement of the business of CMT and upon fair and reasonable terms no less
favorable to CMT than would be obtained in a comparable arms-length transaction with a Person
other than an Affiliate.
(f)
Assignment or Subleasing. CMT shall not, voluntarily or by operation of
law, sell, assign, encumber, pledge or otherwise transfer or hypothecate all or any portion of its
interest in or rights with respect to the Premises on the leasehold estate of CMT hereunder, or
permit all or any portion of the Premises to be occupied by anyone other than CMT or sublet all or
any portion of the Premises or transfer a portion of its interest in or rights with respect to CMI''s
leasehold estate hereunder, except as provided in the Sub-Facility Lease Agreement.
Section 7.07. Accounting Records, Financial Statements and Budget. (a) CQVIT shall
at all times keep, or cause to be kept, proper books of record and account, prepared in accordance
with generally accepted accounting principles, in which complete and accurate entries shall be made
of all transactions of or in relation to the business, properties and operations CMT. Such books of
record and account shall be available for inspection by the City, the County and the Trustee at
reasonable hours and under reasonable circumstances.
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CMT shall furnish the City, the County, the Trustee (and the original
(b)
underwriter upon request), within-thirty (30) days of receipt by CMT, of its audited financial
statements, and in any event within one hundred eighty (180) days after the end of each Fiscal Year,
with copies of its complete financial statements (including a statement of financial position, a
statement of activities, a statement of cash flow and such other financial reports and schedules as
may have been delivered to CMT in connection with such financial statements), together with (1)
the report and opinion of an Independent Accountant stating that the financial statements have
been prepared in accordance with generally accepted accounting principles (with such exceptions as
are not objected to by the City or the County) and that such Independent Accountant's audit was
performed in accordance with generally accepted auditing standards, and (2) a Certificate of the
chief financial officer of CMT stating that no event which constitutes an Event of Default under this
Facility Lease Agreement or which with the giving of notice or the passage of time or both would
constitute an Event of Default under this Facility Lease Agreement has occurred and is continuing
as of the end of such Fiscal Year, or specifying the nature of such event and the actions taken and
proposed'to be taken by CMT, to cure such default. CMT shall also furnish the City and the County
(upon request) (and the original underwriter upon request) with unaudited quarterly financial
statements within ninety (90) days of the end of each fiscal quarter.
Section 7.08. Limitations on Indebtedness. Excluding any Indebtedness incurred
by CMT for guarantees of Broadway Series Shows, CMT covenants that it shall not incur any
Indebtedness in an amount, which together with all Outstanding Indebtedness, exceeds $100,000,
without the prior written consent of the City and the County. The City and County agree to decline
or accept (2VIT's request to incur Indebtedness within sixty (60) days of receipt of a written request
from CM'I'.
Section 7.09. Prohibited Guaranties. C1VIT shall not guarantee the payment of
Indebtedness of any other Person, except to the extent the Indebtedness guaranteed could be
incurred as Indebtedness under Section 7.08.
Section 7.10. Covenants Regarding. roject Related Revenues.

CIVFI' shall collect the CMT Facilities Fee until the Certificates are no longer
(a)
Outstanding under the Trust Agreement and until the amounts payable under this Facility Lease
Agreement have been fully paid or deemed fully paid in accordance with this Facility Lease
Agreement. CFI' shall transfer the CMT Facilities Fee to the Custodian for deposit in accordance
with the Control Agreement.
CNIT shall collect the STC Facilities Fee from STC and transfer the STC
(b)
Facilities Fee to the Custodian for deposit in accordance with the Control Agreement.
(c)
CMT shall maintain in full force and effect the Naming Rights Agreement
for a term ending June 30, 2013, and agrees not to amend or modify the Naming Rights Agreement
as originally executed without the written consent of the City and County. CMI' shall transfer or
cause to be transferred all amounts received under the Naming Rights Agreement (which includes
any other naming rights agreement with respect to the Premises) to the Custodian for deposit in
accordance with the Control Agreement.
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CIV^I' shall secure pledges generating at a minimum $329,000 over a five year
(d)
period commencing January 1, 2003 and ending December 31, 2005, through CM`I''s Name-a-Seat.
Campaign. CMT shall utilize a pledge form for the Name-a-Seat Campaign acceptable to the City
and County. CMT shall transfer or cause to be transferred all amounts received pursuant to the
Name-a-Seat Campaign to the Custodian for deposit in accordance with the Control Agreement.
CMT shall transfer the CMT Supplemental Contribution to the Custodian
(e)
for deposit in accordance with the Control Agreement.
Section 7.11. Indemnity.

(a)
C1VIT agrees to pay and shall indemnify, defend and hold the Trustee, the
Authority, the City and the County (including any person at any time serving as a member, official,
director, officer, employee, volunteer, attorney, agent or consultant of the Trustee, the Authority,
the City or the County) (any such person is hereinafter referred to as an "Indemnified Part/,' and
collectively as "Indemnified Parties") harmless from and against any and all claims, liabilities, fines,
losses, damages, costs, expenses (including attorneys' fees and/or costs, litigation and court costs,
amounts paid in settlement, and amounts paid to discharge defendants), suits and judgments of any
kind whatsoever, whether in contract, tort or strict liability, brought, claimed or rendered against any
Indemnified Party, including, but not limited to, claims, liabilities, fines, losses, damages, costs,
expenses, suits and judgments arising out of or in connection with the (i) the design, construction,
installation, improvement or modification of the Project or the Premises; (ii) any misrepresentation
or misstatement or omission of fact regarding any warranty, representation or statement made or
given by CMI' in connection with the transactions contemplated hereby, (iii) any untrue statement
or alleged untrue statement of any material fact relating to CMT or the Project or the Premises or
omission or alleged omission, to state a material fact relating to Off or the Project or the Premises
necessary to make the statements made, in light of the circumstances under which they were made,
not misleading in any official statement or other offering circular utilized in connection with the sale
of the Certificates; (iv) injury to or death of any person or damage to property in or upon the Project
or the 'Premises, (v) any violation of any Applicable Law affecting the Project or the Premises or the
ownership, occupation, use, possession, condition, operation or maintenance thereof, or (vi)
Hazardous Substances in any way affecting the Project or the Premises, or any personal injury
(including wrongful death) or property damage (real or personal) arising out of or related to such
Hazardous Substances, or any lawsuit brought or threatened, settlement reached, or government
order relating to such Hazardous Substances, or any violation of laws, orders, regulations,
requirements, or demands of government authorities, that are based upon or in any way related to
such Hazardous Substances, including, without limitation, the costs and expenses of any clean-up or
other remedial action or monitoring, attorney's fees, consultant fees, investigation and laboratory
fees, court costs and litigation; provided, however, that such indemnification of the Indemnified
Parties shall not include indemnification of any Indemnified Party for liabilities caused by the gross
negligence or willful misconduct of such Indemnified Party.
Any Indemnified Party seeking indemnification hereunder shall promptly,
(b)
upon receipt of notice of the existence of a claim or the commencement of a proceeding regarding
which indemnity under this Section may be sought, notify CMT in writing thereof. If such a
proceeding is commenced against any of the Indemnified Parties, C1V1~I' may participate in the
proceeding and, to the extent it elects to do so, may assume the defense thereof with counsel
satisfactory to the affected Indemnified Parties. If, however, the Indemnified Party is advised by
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counsel that there may be legal defenses available to them that are different from or in addition to
those available to CMT, or if CMT fails to assume the defense of such proceeding or to employ
such counsel for that purpose within a reasonable time after notice of commencement of the
proceeding, CMT shall not be entitled to assume the defense of the proceeding on behalf of the
affected Indemnified Party with respect to the legal defenses unavailable to CMT, but shall be
responsible for the reasonable fees, costs and expenses of such Indemnified Party in conducting
their defense. Affected Indemnified Parties shall retain the option to represent themselves with
either in-house or outside counsel and the exercise of this prerogative in no way diminishes or
relieves CMT of its duty to defend and indemnify the affected Indemnified Parties.
Survival. The obligations of CMT pursuant to this Section shall survive
(c)
termination or expiration of this Facility Lease Agreement.
Section 7.12. Memorandum of Understandin^. The City, the County, CIVIT and
STC have entered into that certain memorandum of understanding attached hereto as Exhibit E.

ARTICLE VIII
TITLE TO PREMISES DURING TERM; SECURITY INTERESTS
Section 8.01. Title to the Premises During Term. So long as this Facility Lease
Agreement remains in effect, CMT shall have leasehold title to the Premises or the applicable
portions or items thereof, and any and all improvements, repairs, replacements or modifications
thereto. The City and the County shall not have any right, title or interest in the Premises or any
portion or item thereof, in any additions, improvements, repairs, replacements or modifications
thereto except as expressly set forth in this Facility Lease Agreement (including, without limitation
the right to all Net Proceeds described in Article X hereof).
Section 8.02. Security Interest.

In order to secure the obligations of CMT to pay the Base Rental Payments
(a)
under this Facility Lease Agreement and the performance of its other obligations hereunder, CMT
has entered into the Deed of Trust. C1VIT agrees, as long as any of the Base Rental Payments,
Additional Rental Payments and other payments under this Facility Lease Agreement remain unpaid,
to supplement the Deed of Trust or to execute and deliver such other deeds of trust in substantially
the form of the Deed of Trust as may be necessary from time to time to grant the City and County a
first priority lien on the G Street Premises, subject to Permitted Encumbrances. CMT shall obtain,
at its own cost and expense, an ALTA loan policy of title insurance in favor of the City and the
County as their interests may appear, dated as of the date of delivery of the Certificates, in an
aggregate amount not less than the aggregate principal amount of the Certificates to be outstanding
after the delivery of such Certificates, insuring the title of CMI' to the G Street Premises owned by
CMT in fee, subject only to Permitted Encumbrances, issued by a title insurance company qualified
to do business in the State and reasonably acceptable to the City and the County. C14I' shall
execute and cause to be filed Uniform Commercial Code financing statements, and shall execute and
deliver such other documents (including, but not limited to, continuation statements) as may be
necessary or reasonably requested by the City and County in order to perfect or maintain as
perfected such security interest or give public notice thereof.
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In order to secure the obligations of CMT to pay the Base Rental Payments
(b)
under this Facility Lease Agreement and the performance of its other respective obligations
hereunder, CMT has entered into the Control Agreement.
CMI' agrees to execute, acknowledge, deliver, file or perform all other-acts,
(c)
assignments, notices, agreements or other instruments, in form satisfactory to the City and the
County, as may be necessary or reasonably required in order to establish, perfect or maintain as
perfected such security interest and the security interest of any Owner or any other assignees of the
City and the County in the Premises or give public notice thereof.
Section 8.03. No Merger. It is the express intention of the parties hereto that this
Facility Lease Agreement and the obligations of the parties hereunder shall be and remain separate
and distinct from the Site Lease Agreements and the Sublease Agreement and the obligations of the
parties thereunder, and that, during the term of this Facility Lease Agreement, no merger of title or
interest shall occur or be deemed to occur.
ARTICLE IX
INSURANCE
Section 9.01. Insurance. CMT shall procure and maintain throughout the term of
this Facility Lease Agreement insurance against the following risks in the following respective
amounts:

insurance against loss or damage to the Premises on an "All Risk" coverage
(a)
form, including fire, flood, lightning (and earthquake, to the extent commercially available and
economically practicable, and only unless waived in writing by the Authority), with an extended
coverage endorsement (which extended coverage endorsement shall, as nearly as practicable, cover
loss or damage by explosion, windstorm, riot, aircraft, vehicle damage, smoke and such other
hazards as are normally-covered by.such insurance) and-vandalism and malicious mischief insurance,
and sprinkler system leakage insurance and boiler insurance, which such insurance shall be in an
amount equal to one hundred percent (100%) of the replacement cost (without - deduction for
depreciation) of the Premises (excluding the cost of excavations, of grading and filling and of the
land and provided the earthquake coverage, shall be in an amount equal to ten percent (10%) of the
replacement cost) and which such insurance may be subject to deductible clauses similar in amount
and type to the deductible clauses applicable to insurance maintained by the City and the County for
other real property owned by it and which such insurance shall explicitly waive any co=insurance
penalty, provided, that such insurance (excluding the earthquake coverage as described above) shall
in any event be in an amount sufficient, in the event of total or partial loss, to enable the City and
the County to restore the Premises to the condition. existing before such loss or to permit the City
and the County to prepay the principal amount of all then unpaid Base Rental Payments;
(b)
business interruption insurance against loss, total or partial, of the use and
occupancy of the Premises as a result of any of the hazards covered by the insurance required by
paragraph (a) hereof, in an amount sufficient to pay the Base Rental _Payments for a twenty-four
(24)-month period;

(c)

workers' compensation insurance covering all employees working on the
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Premises, in the same amount and type as other workers' compensation insurance maintained by
the City and the County for similar employees doing similar work (and CM~I' shall also require any
other person or entity working on the Premises to carry the foregoing amount of workers'
compensation insurance); and
(d)
a standard comprehensive public entity liability insurance policy or policies in
protection of the City, the County, the Authority and its members, officers and employees and the
Trustee, indemnifying and defending such parties against all direct or contingent loss or liability for
damages for personal injury, death or property damage occasioned by reason of the possession,
operation or use of the Premises, with minimum liability limits of one million dollars ($1,000,000)
for personal injury or death of each person and three million dollars ($3,000,000) for personal injury
or deaths of two or more persons in each accident or event, and in a minimum amount of two
hundred thousand dollars ($200,000) (subject to a deductible clause of not to exceed one hundred
thousand dollars ($100,000)) for damage to property resulting from each accident or event;
provided, that such public liability and property damage insurance may be in the form of a single
limit policy in the amount of three million dollars ($3,000,000) covering all such risks and may be
maintained as part of or in conjunction with any other liability insurance carried by CMT.
Any insurance policy issued pursuant to this section shall be issued by a commercial
insurer rated in the two highest Rating Categories of Moody's and S&P and shall be written or
endorsed to list the Trustee, the Authority, the City and the County as additional named insureds
and to make losses, if any, payable to the Trustee for deposit in the Insurance and Condemnation
Proceeds Fund, except that the Net Proceeds, if any, of the insurance policy described in paragraph
(b) of this section shall be deposited in the Sublease Payment Fund, and each insurance policy
provided for in this section shall contain a provision to the effect that the insurance company shall,
not cancel the policy or modify it materially and adversely to the interests of the Trustee, the
Authority, the City or the County or fail to renew such policy without first giving written notice
thereof to the Trustee, the Authority, the City and the County at least sixty (60) days in advance of
such intended cancellation or modification or failure to renew, provided, that the Trustee shall not
be responsible for the sufficiency of - any insurance herein required and shall be fully protected: in
accepting payment on account of such insurance or any adjustments, compromise or settlement- of
any loss agreed to by it.
CMI' shall file a certificate with the Trustee and Ambac Assurance not later than July
15 of each Fiscal Year certifying that the insurance required by this section is in full force and effect
for such Fiscal Year and that the Trustee is named as a loss payee on each insurance policy which
this section requires to be so endorsed. CMT shall provide Ambac Assurance with copies of such
insurance policies upon request.
If QVIT shall fail to maintain the full insurance coverage required hereby, then the
Trustee may (but shall be under no obligation to) purchase the required policies of insurance and
pay the premiums on the same, and all amounts so advanced therefor by the Trustee shall constitute
Additional Rental Payments.
Section 9.02. Advances. If C2VIT shall fail to perform any of its obligations under
this Article, the City, the County or the Trustee may,. but shall not be obligated to, take such action
as may be necessary to cure such failure, including the advancement of money, and CM7' shall be
obligated to repay all such advances as soon as possible, with interest at a rate equal to the City's
CADocuments and Settings\aslWy Documents\DOCSSC 1 -#278424-v7FacilityLease_Agreement_between_City_and_County_of Sacramento and_Califomia_Musical_Theatre_and_Sacramento_Theatre_Company

for COPS Fi.DOC

23

Pool A Rate as of the date of advancement. Such amounts shall constitute Additional Rental
Payments under this Facility Lease Agreement.
ARTICLE X
DAMAGE, DESTRUCTION AND EMINENT DOMAIN;
USE OF NET PROCEEDS
Section 10.01. Damage and Destruction. If the Premises are destroyed (in whole or
in part) or are damaged by fire or other casualty, the parties hereto agree that the Net Proceeds of
any insurance claim (other than business interruption insurance pursuant to Section 9.01(b) of this
Facility Lease Agreement) shall constitute the property of the City and the County and the City and
the County hereby agree to pay all such amounts to the Trustee for deposit in the Insurance and
Condemnation Proceeds Fund for application as set forth in Section 3.03 of the Trust Agreement.
The parties hereto also agree that the Net Proceeds of any business interruption insurance pursuant
to Section 9.01 (b) of this Facility Lease Agreement shall constitute the property of the City and the
County and the City and the County hereby agree to pay all such amounts to the Trustee for deposit
in the Interest Fund and the Principal Fund and application as set forth in Section 5.02 of the Trust
Agreement.
Section 10.02. Eminent Domain. If the Premises shall be taken (in whole or in
part) under the power of eminent domain or sold to a Governmental Authority (including the City
or the County) threatening to exercise the power of eminent domain, the parties hereto agree that
the Net Proceeds shall constitute the property of the City and the County and the City and the
County hereby agree to pay all such amounts to the Trustee for deposit in the Insurance and
Condemnation Proceeds Fund and application as set forth in Section 3.03 of the Trust Agreement.
Section 10.03. Title Insurance. The parties hereto agree that the Net Proceeds of
any title insurance award shall constitute the property of the City and the County and the City and
the County-hereby agree to pay all such amounts to the Trustee for deposit in the Insurance and
Condemnation Proceeds Fund for application as set forth in Section 3.03 of the Trust Agreement.
Section 10.04. Prosecution of Claims for Net Proceeds. The parties hereto agree
that the City and the County shall proceed promptly and diligently to prosecute in good faith the
settlement or compromise of any and all claims for Net Proceeds.

ARTICLE XI
DISCLAIMER OF WARRANTIES; USE OF THE PREMISES
Section 11.01. Disclaimer of Warranties. THE CITY AND THE COUNTY
MAKE NO AGREEMENT, WARRANTY OR REPRESENTATION, EITHER EXPRESS OR.
IMPLIED, AS TO THE VALUE, DESIGN, CONDITION, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OR FITNESS FOR USE OF THE PREMISES
OR ANY PORTION OR ITEM THEREOF, OR ANY OTHER REPRESENTATION OR
WARRANTY WITH RESPECT THERETO. CMT ACKNOWLEDGES THAT THE CITY
AND THE COUNTY ARE NOT MANUFACTURERS OF THE PROJECI', OR DEALERS
THEREIN, THAT CMT LEASES THE PREMISES AS-IS, IT BEING AGREED THAT ALL
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OF THE AFOREMENTIONED RISKS ARE TO BE BORNE BY CMT. In no event shall THE
CITY AND THE COUNTY be liable for any incidental, indirect, special or consequential damages
in connection with or arising out of the Site Lease Agreements, thE Sublease Agreement, thlS
.Facility Lease Agreement- or the Trust Agreement For the existence, -furnishing, -functioning, or use
of the Premises BY CMT or any item or products or services provided for in this Facility Lease
i
agreement.
Section 11:02. Use of the Premises. CMT may use the Premises for theatre
activities and theatre related activities only. CMI' will not acquire, construct, install, use, operate or
maintain the Premises or any portion or item thereof in violation of any Applicable Law or in a
manner contrary to that contemplated by this Facility Lease Agreement. CMT shall obtain and
provide all permits and licenses, if any, necessary for the planning, design, engineering, testing,
acquisition, construction, installation and operation of the Premises. In addition, C2V1I' agrees to
comply in all respects (including, without limitation, with respect to the use, maintenance and
operation of the Premises and each portion or item thereof) with all laws of the jurisdictions in
which its operations involving any portion or item of the Premises may extend and any legislative,
executive, administrative or judicial body exercising any power or jurisdiction over any portion or
item of the Premises; provide d,.that CMT may contest in good faith the validity or application of
any such law or rule in any reasonable manner which. does not, in the opinion of the City and the
County, adversely affect the estate of the City and the County in and to any portion or item of the
Premises or its interest or rights under this Facility Lease Agreement.
ARTICLE XII
DESIGN, CONSTRUCTION AND INSTALLATION OF THE PROJECT
Section 12.01. Design, Construction and Installation of the Project. Pursuant to the
Sublease Agreement, the. Authority has agreed to design, construct and install the Project.
Notwithstanding the foregoing, the parties hereto agree that the City, the County and the Authority
shall be under no liability of any kind-or character whatsoever for the payment of -any costs or
expenses incurred for the design, construction and installation of the Project and that all such costs
and expenses, including but not limited to any cost overruns or any increased costs caused by any.
reason, shall be paid by CM~I', regardless of whether the funds deposited in the Project Fund are
sufficient to cover all such. costs.. If CMT shall fail to pay for such costs or expenses and the City
.and/or the County choose, in their sole discretion, to pay any costs or expenses incurred for the
design, construction and installation of the Project, all amounts so advanced therefor by the City.
and/or the County shall constitute Additional Rental Payments and CMI' agrees to repay all such
advances to the City and/or the County in the amount of at least $100,000 of the amount advanced
every two years from the date of such advance with interest on such advances from the date
amounts are advanced at an interest rate equal to the City's Pool A Rate. .
ARTICLE XIII
TRANSFER OF TITLE AT END OF TERM OF
FACILITY LEASE AGREEMENT
Section 13.01. Transfer of Title. The parties hereto agree, upon payment in full of
all Rental Payments required to be paid (whether currently due or to become due in the future)
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under this Facility Lease Agreement, this Facility Lease Agreement shall terminate and (a) the
City's and the County's interests in and title to the G Street Premises (including all of its right, title
and interest in and to the G Street Premises under the Sublease Agreement) will be automatically
transferred, conveyed and assigned to QVIT, and (b) the City's and the County's interests in and title
to the H Street Premises (including all of their rights, titles and interests in and to the H Street
Premises under the Sublease Agreement) will revert back to the City and the County, as tenants-incommon.

ARTICLE XIV
[RESERVED]

ARTICLE XV
DEFAULT AND REMEDIES
Section 15.01. Events of Default Defined. The, following shall be "Events of
Default" hereunder and the term "Event of Default" shall mean, whenever it is used herein, any one
or more of the following events:
Default shall be made in the due and punctual payment of any Base Rental
(a)
Payments required hereunder when and as the same shall become due and payable; or
Default shall be made by CMT in the performance of any of the agreements
(b)
or covenants contained herein required to be performed by it other than referred to in subsection
(a), and such default shall have continued for a period of sixty (60) days after CMT shall have been
given notice in writing of such default by the City, the County or the Trustee, except that, if such
failure or breach can be remedied but not within such sixty (60) day period and if CMT has taken all
action reasonably possible to remedy such failure or breach within such sixty (60) day period, such
failure or breach shall not become an Event of Default for so long as OVIi' shall diligently-proceed
to remedy such failure or breach in accordance with and subject to any directions or limitations of
time established by the City, the County or the Trustee; or
Any representation or warranty made by CMT in Section 2.03 of this Facility
(c)
Lease Agreement is determined to have been false or misleading in any material respect at the time
made; or
CMT shall file a petition or answer seeking arrangement or reorganization
(d)
under the federal bankruptcy laws or any other applicable law of the United States of America or
any state therein, or if a court of competent jurisdiction shall approve a petition filed with or without
the consent of CMT seeking arrangement or reorganization under the federal bankruptcy laws or
any other applicable law of the United States of America or any state therein, or if under the
provisions of any other law for the relief or aid of debtors any court of competent jurisdiction shall
assume custody or control of CMT or of the whole or any substantial part of its property.
Section 15.02. Remedies on Event of Default. Upon an Event of Default under
this Facility Lease Agreement, the City and the County may, at their option, to the fullest extent
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permitted by law, exercise any or all of the following rights and remedies:
(a)
Termination. Following the occurrence of any Event of Default, the City
and the -County shall have the right, so long as the default continues, to terminate this Facility Lease
Agreement by written notice to CMT setting forth: (i) the default; (ii) the requirements to cure it;
and (iu) a demand for possession, which shall be effective three (3) days after it is given. The City
.and the County shall not be deemed to have terminated this Facility Lease Agreement other than by
delivering written notice of termination to CMT.
Possession. Following termination of this Facility Lease Agreement, without
(b)
prejudice to any other remedies the City and the County may have by reason of CMT's default or of
such termination, the City and the County may then or at any time thereafter (i) peaceably reenter
the Premises, or any part thereof, upon voluntary surrender by CMT, or, expel or remove CMT and
any other persons occupying the Premises, using such legal proceedings as may be available; (ii)
repossess and enjoy the Premises, or relet the Premises or any part thereof for such term or terms
(which may be for a term extending beyond the term of this Facility Lease Agreement), at such
rental or rentals and upon such other terms and conditions as the City and the County in the
reasonable discretion of the City and the County shall determine, with the right to make reasonable
alterations and repairs to the Premises; and (iii) remove all .personal property from the Premises.
(c)
Recovery. Following termination of this Facility Lease Agreement, the City
and the County shall have all the right to recover from CMT the following: (i) the worth at the time
of the award of the unpaid Rent which had been earned at the time of termination; (ii) the worth at
the time of the award of the amount by which the unpaid Rent which would have been earned after
termination until the time of the award exceeds the amount of such rental loss that CMT proves
could have been reasonably avoided; (iii) the worth at the time of the award of the amount by which
the unpaid Rent for the balance of the Term of this Facility Lease Agreement after the time of
award exceeds the amount of such rental loss that CMI' proves could be reasonably avoided; and
(iv) any other amount necessary to compensate the City and the County for all detriment
proximately caused by CMT's failure to - perform CMT's obligations under this Facility Lease
Agreement or which in the ordinary course of things would be likely to result therefrom. For
purposes of this Section, the "worth at the time of award" of the amounts referred to in @'and (ii)
of this subsection, shall be computed by allowing interest at the City's Pool A Rate as of the date of
termination; the "worth at the time of the award" of the amount referred to in (iii) above shall be
computed by discounting such amount at the discount rate of the Federal Reserve Bank of San
Francisco at the time of award plus one percent (1%).
(d)
Right to Continue Facility Lease Agreement in Effect. Even though CMT
has breached this Facility Lease Agreement, this Facility Lease Agreement shall continue in effect
for so long as the City and the County do not terminate CIVTT's right to possession, and the City and
the County may enforce all its rights and remedies under this Facility Lease Agreement and under
Section 1951.4 of the California Civil Code, including the right to recover the Rent as it becomes
due under this Facility Lease Agreement; provided, if the City and the County elect to exercise their
remedies described in this Section and the City and the County do not terminate this Facility Lease
Agreement, and if QVff requests the consent of the City and the County to an assignment of this
Facility Lease Agreement or a subletting of the Premises at such time as CMT is in default, the City
and the County shall not unreasonably withhold their consent to such assignment or subletting as
provided below. Acts of maintenance or preservation or efforts to relet the Premises or the
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appointment of a receiver upon the initiative of the City and the County to protect the interest of
the City and the County under this Facility Lease Agreement shall not constitute a termination of
QVIT's rights to possession unless written notice of termination is given by the City and the County
to CMI' pursuant to Section 15.02(a) above. It is expressly agreed that for purposes of this Section,
it shall not be unreasonable for the City and the County to withhold their consent to a proposed
assignment of this Facility Lease Agreement or a subletting of the Premises if such proposed
assignment or sublease is (i) for any use other than the use permitted under this Facility Lease
Agreement, (ii) to any party which, in the reasonable business judgment of the City and the County,
may impair the quality of the business operations at the Premises, (iii) to any party whose financial
worth at the time of any proposed assignment or subletting is less than the financial worth of CMT
as of the date of this Facility Lease Agreement, or (iv) to any party whose proposed use would be in
conflict or incompatible with the intended uses of the Premises or would cause a diminution in the
reputation of the Premises. Any such purported assignment or subletting without the written
consent of the City and the County shall be void and of no force or effect and shall not confer any
benefit or estate on any person.
Cumulative. Except as expressly provided otherwise in this Facility Lease
(e)
Agreement, each right and remedy of the City and the County provided for in this Facility Lease
Agreement shall be cumulative and shall be in addition to every other right or remedy provided for
now or hereafter existing at law, in equity, by statute or otherwise. The exercise or beginning of the
exercise by the City and the County of any one or more of the rights or remedies provided for in
this Facility Lease Agreement, or now or hereafter existing at law, in equity, by statute, or otherwise,
shall not preclude the simultaneous or later exercise by the City and the County of any or all other
rights or remedies provided for in this Facility Lease Agreement or now or hereafter existing at law,
in equity, by statute, or otherwise. In the event of a breach or threatened breach by CMT of any of
its obligations under this Facility Lease Agreement, the City and the County shall also have the right
to obtain an injunction and any other appropriate equitable relief.
No Waiver. No failure by the City and the County to insist upon the strict
(f)
performance of any term hereof or to exercise any right or remedy consequent upon a breach
thereof, and. no _acceptance of full . or partial payment of Rent during the continuance of any such
breach shall constitute a waiver of any such breach or of any such term. Efforts by the City and the
County to mitigate the damages caused by CNIT's breach of this Facility Lease Agreement shall not
be construed to be a waiver of the right of the City and the County to recover damages under this
Section.
(g)
Right of the City and the Cog= to Perform. Upon CMT's failure to
perform any obligation of CMT hereunder (including, without limitation, CMT's obligation to pay
CMT's insurance premiums and charges of contractors who have supplied materials or labor to the
Premises), the City and the County shall have the right, but not the obligation, to perform such
obligations of CMT on behalf of CMT and/or to make payment on behalf of Off to such parties.
Upon demand, CMT shall reimburse the City and the County for the reasonable cost of the City and
the County performing such obligations on CMT's behalf, including, without limitation,
reimbursement of any amounts that may be expended by the City and the County and the
reasonable attorneys' fees of the City and the County, plus interest at a rate equal to the City's Pool
A Rate as of the date the expense was incurred from the date of any such expenditure until the same
is repaid. Such amounts shall constitute Additional Rental Payments under this Facility Lease
Agreement.
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Additional Rent. For purposes of any unlawful detainer action by the City
(h)
and the County against CMT pursuant to the applicable law of the State, the City and the County
shall be entitled to recover as Rent not only such sums of Base Rental Payments and Additional
Rental Payments, which may then be overdue, but also any and all additional sums of money as may
then be overdue. Such amounts shall constitute Additional Rental Payments under this Facility Lease
Agreement.
@
Indemnification. The exercise of the City and the County of any one or
more of the remedies set forth in this Section shall not affect the rights of the City and the County
or the obligations of CNFI' under the indemnification set forth in Section 7.11 hereof.
Notwithstanding any other provisions hereof, so long as the Financial
(j)
Guaranty Insurance Policy is in effect, Ambac Assurance shall have the joint right to direct the
remedies to be taken upon any Event of Default hereunder, and the consent of Ambac Assurance
shall be required for any remedial action taken by the City and the County hereunder.
Section 15.03. No Remedy Exclusive. No remedy herein conferred upon or
reserved to the City and the County is intended to be exclusive and every such remedy shall be
cumulative and shall be in addition to every other remedy given hereunder or now or hereafter'
existing at law or in equity. No delay or omission to exercise any right or power accruing upon any
Event. of Default shall impair any such right or power or shall be construed to be a waiver thereof,
but any such right and power may be exercised from time to time and as often as may be deemed
expedient. In order to entitle the City and the County to exercise any remedy reserved to it in this
article it shall not be necessary to give any notice, other than such notice as may be required in this
article or by law.
Section 15.04. Agreement to Pay Attorneys' Fees and Expenses. If either party
hereto should default under any of the provisions. hereof and the non-defaulting party should
employ attorneys- or incur other expenses for the collection' of money or the enforcement or
performance or observance of. any obligation or agreement on the part of the defaulting party herein
contained, then the defaulting party agrees that it will on demand therefor pay to the non-defaulting
party the reasonable fees of such attorneys and such other reasonable expenses so incurred by the ``non-defaulting parry.
Section 15.05. No Additional Waiver Implied By One Waiver. If any agreement
contained herein should be breached by either party and thereafter waived by the other party, then
such waiver shall be limited to the particular breach so waived and shall not be deemed to waive any
other breach hereunder:

Section 15.06. Application of Proceeds. All other amounts derived by the City, the
County or the Trustee as a result of an Event of Default hereunder shall be deemed for all purposes
- under-'theTrust Agreement to be-Base Rental Payments to be paid to Owners, shall be, transferred
to the Trustee promptly upon receipt thereof and shall be deposited by the Trustee in the Principal
Fund and Interest Fund to be applied to the payment of the Certificates.
Section 15.07. Notice of Default. CMT agrees that, as soon as is practicable, and in
any event within ten (10) days after such event, QVIT will furnish the City, County, the Trustee and
Ambac Assurance notice of any event which is an Event of Default under this Facility Lease
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Agreement, or which with the giving of notice or the passage of time or both could constitute an
Event of Default under this Facility Lease Agreement, which has occurred and is continuing on the
date of such notice, which notice shall set forth the nature of such event and the action which CMI'
proposes to take with respect thereto.
ARTICLE XVI
PREPAYMENT OF.BASE RENTAL PAYMENTS AND OTHER PAYMENTS
Section 16.01. Securit^: Deposit. -Notwithstanding any other provision hereof, CMT

may on any date secure the payment.of all or a portion of the Base Rental Payments and the interest
thereon and all Additional Rental Payments and the interest thereon, by a. deposit with the Trustee;
as escrow holder under an escrow agreement as provided in Article X of the Trust Agreement, of:
(a) in the case of a security deposit relating to all the Base Rental Payments and the interest thereon
and all Additional Rental Payments and the interest thereon, either (i) an amount which, together
with amounts on deposit in the Interest Fund, the Principal Fund, the Prepayment Fund, the
Reserve Fund and the Insurance and Condemnation Proceeds Fund; is sufficient to pay all unpaid
Base Rental Payments, including the principal and interest components thereof, in accordance with
the Base Rental Payment Schedule set forth in Exhibit D and all. Additional Rental Payments and
the interest thereon or (ii) Defeasance Obligations in such amount as will, in the opinion of an
Independent Accountant, together with interest to accrue thereon and, if required, all or a portion of
money or Defeasance Obligations then on deposit and interest earnings thereon in the Interest
Fund, the Principal Fund, the Prepayment Fund, the Reserve Fund and the" Insurance and
Condemnation Proceeds Fund, be fully sufficient to pay or repay all unpaid Base Rental Payments
and the interest thereon, all Additional Rental Payments and the interest thereon, and on or before
their respective payment dates; or (b) in the case of a security deposit relating to a portion of the
Base Rental Payments, a certificate of CMT designating the portion of the Base Rental Payments to
which the deposit pertains, and either (i) an amount which is sufficient to pay the portion of the
Base Rental Payments designated in such certificate, including the principal and interest components
thereof, or (ii) Defeasance Obligations, together with- cash, if required; in- such amount as -will,
together.-with interest to. be received thereon,.if.any, in the opinion of an Independent Accountant,
be fully sufficient to pay the portion of the Base Rental Payments designated in the aforesaid
certificate.
In the event of.a deposit pursuant to this section to secure the payment of all Base
Rental Payments and the interest thereon and all Additional Rental Payments and the interest
thereon, and if all Certificates are fully paid, or deemed fully paid; in accordance with Article X of
the Trust Agreement, all obligations of CMT hereunder shall cease and terminate, excepting only the
obligation of'CMI' to make, or cause to be made, all payments from the deposit made by CMT
pursuant to this section.
Section 16.02. Mandatory Prepayment From Net Pro"ceeds: C!V1I' shall prepay or
be deemed to have prepaid the Base Rental Payments in whole or in part on any date on which the
Certificates are subject to prepayment pursuant to Section 4.01 of the Trust Agreement, in the
manner set forth in Section 4.01 of the Trust Agreement from any Net Proceeds pursuant to
Articles IX and X hereof, Section 3.03 of the Trust Agreement and Section 4.01 of the Trust
Agreement.
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ARTICLE XVII
MISCELLANEOUS
Section 17.01. Notices. All notices herein required (i) shall be given not later than
the date required hereunder, (ii) shall be signed by an appropriate officer or other representative,
(iu) shall be addressed to the applicable party at its Notice Delivery Address and (iv) shall be
considered as properly given (A) if delivered in person, (B) if sent prepaid by a nationally recognized
overnight delivery service, (q if overnight delivery services are not readily available, if mailed by first
class United States mail, postage prepaid or (D) if sent by prepaid telegram or facsimile copy and
receipt thereof confirmed. Notice so given shall be effective upon receipt by the addressee,
provided, however, that if any notice is tendered to an addressee and the delivery thereof is refused
by such addressee, such notice shall be effective upon such tender.
The City, the County and CMT by notice given to all of the Notice Delivery
may
designate a different Notice Delivery Address' to which subsequent notices,
Addresses,
certificates or other communications will be sent.
Section 17.02. Binding Effect. This Facility Lease Agreement shall inure to the
benefit of and shall be binding upon the City and the County and CMT and their respective
successors and assigns.
Section 17.03. Severability. In the event any provision of this Facility Lease
Agreement shall be held invalid or unenforceable by any court of competent jurisdiction, such
holding shall not invalidate or render unenforceable any other provisions hereof.
Section 17.04. Amendments. The City, the County and C2V1I' will not alter, modify
or cancel, or agree or consent to alter, modify or cancel this Facility Lease Agreement without the
prior written consent of Ambac Assurance and the written approval of the Trustee and subject to
any restrictions -contained in the Trust Agreement.
Section 17.05. Further Assurances and Corrective Instruments.- The City, the
County and CMT agrees that they will, from time to time, execute, acknowledge and deliver, or
cause to be executed, acknowledged and delivered, such supplements hereto and such further
instruments as may reasonably be required for correcting any inadequate or incorrect description of
the Premises hereby leased or intended so to be or for evidencing the transfer of title to the
Premises pursuant to Section 13.01 of this Facility Lease Agreement, or for carrying out the
expressed intentions hereof.
Section 17.06. Execution in Counterparts. This Facility Lease Agreement may be
simultaneously executed in several counterparts, each of which shall be an original and all of which
shall constitute but one and the same instrument.
Section 17.07. Applicable Law; Venue. This Facility Lease Agreement shall be
governed by and construed in accordance with the laws of the State. Any action or proceeding to
enforce or interpret any provision in this Facility Lease Agreement shall be brought, commenced or
prosecuted in Sacramento County, California.
Section 17.08. Third Party Beneficiary. Each of the Trustee and Ambac Assurance
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is an express and intended third party beneficiary under this Facility Lease Agreement.
Section 17.09. Cit^: and County Representatives. Whenever under the provisions
hereof the approval or consent of the City or the County is required, or the City or the County is
required to take some action at the request of CMT, such approval or consent or such request shall
be given for the City by its City Treasurer and for the County by the Chief Financial Officer, and
each party hereto shall be authorized to rely upon any such approval or request.
Section 17.10. Waiver of Personal Liabili tv. No officer, agent or employee of QVIT
shall be individually or personally liable for the payment of Base Rental Payments or Additional
Rental Payments hereunder or for the payment of any other sum or for the performance of any
obligation hereunder.
Section 17.11. Certain Provisions Relating to Ambac Assurance.

If Ambac Assurance is in default under the Financial Guaranty Insurance
(a)
Policy, any provision herein requiring the approval or consent of Ambac Assurance shall be of no
force and effect.
Any reorganization or liquidation plan with respect to CMT must be
(b)
acceptable to Ambac Assurance. In the event of any reorganization or liquidation, Ambac
Assurance shall have the right to vote on behalf of all Owners absent a default by Ambac Assurance
under the Financial Guaranty Insurance Policy.
(c)
CMT will permit Ambac Assurance to discuss the affairs, finances and
accounts of CMT, respectively, or any information Ambac Assurance may reasonably request
regarding the security for the Certificates with appropriate officers of CMT, respectively. CVIT will
permit Ambac Assurance to have access to the Project and have access to and to make copies of all
books and records relating to the Certificates at any reasonable time, provided Ambac Assurance
shall take reasonable steps to, preserve the confidential nature of such records so long as no Event of
Default under this Facility Lease Agreement has occurred and is continuing.
Section 17.12. Assignment by the City and the CouM. This Facility Lease
Agreement, and the obligations of QVI'f to make payments hereunder, shall be assigned by the City
and the County to the Authority pursuant to the Sublease Agreement. CMT agrees to make all
payments to the City and the County or their assignees, notwithstanding any claim, defense, setoff
or counterclaim whatsoever (whether arising from a breach of this Facility Lease Agreement or
otherwise) that CMT may from time to time have against the City and the County, their assignee or
any Owner. CMT agrees that the Certificates shall be prepared and delivered by the Trustee
pursuant to the Trust Agreement. CMT agrees to execute all documents, including notices of
assignment or financing statements which maybe reasonably requested by the City and the County,
their assignee, or any Owner to protect their interests in the Premises and in this Facility Lease
Agreement during the term of this Facility Lease Agreement.

CADocuments and Settings\aslVvly Documents\DOCSSCI-#278424-v7Facility_Lease_Agreement_between_City_and_County_of Sacramento and_California_Musical_Theatre_and_Sacramento_Theatre_Company
for COPS Fi.DOC
32

IN WITNESS WHEREOF, the City and County have executed this Facility Lease
Agreement in its respective names and CMT has caused this Facility Lease Agreement to be
executed in its name all as of the date first above written.

CITY OF SACRAIVENTO

By
Authorized Representative
Attest:

Clerk
Approved as to Form:

Assistant City Attorney

COUNTY OF SACRAMENTO

By
Authorized Representative
Attest:

Clerk

Approved as to Form:

Deputy County Counsel
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CALIFORNIA MUSICAL THEATRE

By
Authorized Representative
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EXHIBIT A
MASTER LIST OF DEFINITIONS
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EXHIBIT B
DESCRIPTION OF SITES

The Sites are all of that certain real property situated in the County of Sacramento,
State of California, described as follows:
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EXHIBIT C
DESCRIPTION OF PROJECT

Description of G Street Project
CMT has been operating the Music Circus since 1951. The G Street Project consists
of all new construction.
The existing structure used by CM'I' at the G Street Site is a temporary, 2,450-seat
theatre-in-the-round canvas tent, which is set up and taken down each season. This theatre will be
replaced by a permanent 2,200 seat theatre-in-the-round, to be named the Wells Fargo Pavilion.
The new theater will be a permanent, 55-foot-high conventional structure except for the roof
system, which will be made of the same Teflon coated fiberglass fabric as the new Denver Airport.
The theatre will be insulated to maintain a comfortable climate, interior lighting and minimize noise
emission outside the theatre facility. The proposed theater would be located in the same footprint
as the temporary facility.
The new theatre will also feature permanent, unobstructed view theatre seating and
an enclosed lobby which will provide access to the restrooms and concession stands. The current
portable restrooms will be replaced by permanent facilities, which will more than double the number
of restrooms. The theatre will be fully enclosed and air conditioned, which will increase
performance capability. Upgrades to lighting and sound are also included. Currently, there are five
temporary concession areas. Four of the five concession areas have water hookups. Four of the
concessions are outdoors, and one is located indoor. These concession, stands would all be replaced
as part of the G Street Project, and all would be connected to the City's water system.

Description of H Street Pro,ject
CMI' and the Sacramento Theatre Company ("STC") currently share occupancy of
the H Street Site. CMT operates a musical venue during the late summer months, in a large,
temporary tent structure on the G Street Site, and uses the H Street Site for support. At this time,
the tent is set up and taken down every season. STC operates live performances in two theaters, the
Main Stage and Stage 2, that are part of a number of existing theater related buildings on the H
Street Site. STC has been operating since 1943. STC's live stage performances at the Main Stage
and Stage 2 theaters are presented annually from September to May.
In order to address the needs of STC, the H Street Site will undergo a combination
of new construction and renovation.
The new construction includes the development of an existing gravel lot into a new
entry plaza with a water feature and new box office. The entrance will be shared by both STC and
CMT. The box office will also be shared by both STC and CMT. In addition, there will be a
landscaped garden lobby and an expanded lobby for the existing main stage: New dressing rooms
and additional second floor administrative office space will also be built to support STC operations.
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The H Street Site renovations will improve the courtyard area, including the
conversion of the existing entry into an enclosed Stage 2 lobby with new restroom facilities. In the
Main Stage, there will be new theatre seats and risers, a new lighting grid and a lobby renovation that
will also include an increase in restroom facilities. Throughout the H Street Site there will be
upgrades and improvements to the electrical and HVAC systems.
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EXHIBIT D
BASE RENTAL PAYMENT SCHEDULE

Total Base
Rental Payment(2) (3)

Due Date(1)

(1)

Pursuant to Section 6.01, Base Rental Payments are payable on January 15 and July 15 next
preceding their respective date.

(2)

CMT's obligation to pay the Base Rental Payments set forth in this Exhibit D shall be
reduced by the amount of the City/ County HTP Contribution.

(3)
Pursuant to Section 5.03(a) of the Trust Agreement, if the amount of Outstanding
Certificates is less than the amount on deposit in the Reserve Fund, amounts on deposit in the
Reserve Fund may be used to pay remaining principal due with respect to the Certificates (and
thereby pay the corresponding Base Rental Payments).

I
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EXHIBIT E

r

MEMORANDUM OF UNDERSTANDING

C:\Docunients mrdlSBgitigg'&k`IlWbinnnuEdB'tDDOSSSC-YgrgP&4247J-7Facility_Lease_Agreement_between_City_and_County_of Sacramento andCalifornia_Musical_Theatre_and_Sacramento_Theatre_Company
for COPS Fi.DOC
E-40

TABLE OF CONTENTS
(continued)
Page
ARTICLE I
DEFINITIONS; INTERPRETATION; EXHIBITS
2
2
3

Section 1.01. Definitions
Section 1.02. Interpretation
Section 1.03. Exhibits
ARTICLE II
REPRESENTATIONS, COVENANTS AND WARRANTIES
Section 2.01. Representations, Covenants and Warranties of the City
Section 2.02. Representations, Covenants and Warranties of the County
Section 2.03. Representations, Covenants and Warranties of CMT

3
4
5

ARTICLE III
AGREEMENT TO SUB-SUBLEASE
Section 3.01. Lease of Premises
Section 3.02. Quiet Enjoyment
Section 3.03. Right of Entry

.

ARTICLE IV
TERM
Section 4.01. Commencement of Term of Facility Lease Agreement; Commencement
of Rental

7
7
8

8

ARTICLE V
USE OF PROCEEDS; TAX COVENANTS
Section 5.01. Use of Proceeds
Section 5.02. Tax Covenants

8
8
ARTICLE VI
RENTAL PAYMENTS

Section 6.01. Amount of Base Rental Payments
Section 6.02. Additional Rental Payments
Section 6.03. [Reserved]
Section 6.04. Advances of Base Rental Payments or Additional Rental Payments
Section 6.05. Rate on Overdue Payments
Section 6.06. Effect of Prepayment
Section 6.07. Application of Rental Payments
CADocuments and Settings\aslWy Documents\DOCSSCI-41_
#278424-v7Facility_Lease_Agreement_between_City_and_County_of S
acramento_and_California_Musical_Theatre_and_Sacrament
o_Theatre_Company_for_COP S_Fi. DOC

9
9
10
10
11
11
11

TABLE OF CONTENTS
(continued)
Page
11
12

Section 6.08. Net Lease
Section 6.09: No Termination or Abatement
ARTICLE VII
PARTICULAR COVENANTS OF CMT
Section 7.01. Maintenance of Corporate Existence of CMT; Affiliation; Consolidation,
Merger, Sale or Transfer Under Certain Conditions
Section 7.02. Repair and Maintain the Premises
Section 7.03. Modifications to Premises
Section 7.04. Compliance with Environmental Laws
Section 7.05. Covenants as to Corporate Existence and Certain Other Matters
Section 7.06. Additional Negative Covenants
Section 7.07. Accounting Records, Financial Statements and Budget
Section 7.08. Limitations on Indebtedness
Section 7.09. Prohibited Guaranties
Section 7.10. Covenants Regarding Project Related Revenues
Section 7.11. Indemnity
Section 7.12. Memorandum of Understanding

13
14
15
15
16
17
18
18
18
19
19
20

ARTICLE VIII
TITLE TO PREMISES DURING TERM; SECURITY INTERESTS
Section 8.01. Title to the Premises During Term
Section 8.02. Security Interest
Section 8.03. No Merger ,

20
21
21

ARTICLE IX
INSURANCE
Section 9.01. Insurance
Section 9.02. Advances

21
23

ARTICLE X
DAMAGE, DESTRUCTION AND EMINENT DOMAIN;
USE OF NET PROCEEDS
Section 10.01. Damage and Destruction
Section 10.02. Eminent Domain
Section 10.03. - Title Insurance
Section 10.04. Prosecution of Claims for Net Proceeds
CADocuments and Settings\asMy Documents\DOCSSCI#278424-v7Facility_Lease_Agreement_between_City_and_County_of S
acramento_and_Califomia_Musical_Theatre_and_Sacrament
o_Theatre_Company_for_COPS_Fi. DOC

-42_

23
23
24
24

TABLE OF CONTENTS
(continued)
Page
ARTICLE XI
DISCLAIMER OF WARRANTIES; USE OF THE PREMISES
Section 11:01. Disclaimer of Warranties
Section 11.02. Use of the Premises

24
24

ARTICLE XII
DESIGN, CONSTRUCTION AND INSTALLATION OF THE PROJECT
Section 12.01. Design, Construction and Installation of the Project

25

ARTICLE XIII
TRANSFER OF TITLE AT END OF TERM OF FACILITY,LEASE AGREEMENT
Section 13.01. Transfer of Title

25
ARTICLE XIV
[RESERVED]
ARTICLE XV
DEFAULT AND REMEDIES

Section 15.01. Events of Default Defined
Section 15.02. Remedies on Event of Default
Section 15.03. No Remedy Exclusive
Section 15.04. Agreement to Pay Attorneys' Fees and Expenses
Section 15.05. No Additional Waiver Implied By One Waiver
Section 15.06. Application of Proceeds
Section 15.07. Notice of Default

25
26
28
29
29
29
29

ARTICLE XVI
PREPAYMENT OF BASE RENTAL PAYMENTS AND OTHER PAYMENTS
Section 16.01. Security Deposit
Section 16.02. Mandatory Prepayment From Net Proceeds

29
30

ARTICLE XVII
MISCELLANEOUS
Section 17.01. Notices
Section 17.02. Binding Effect
Section 17.03. Severability
CADocuments and Settings\asl\My Documents\DOCSSCl#278424-v7-

Facility_Lease_Agreement_between_City_and_County_of S
acramento_and_Califomia_Musical_Theatre_and_Sacrament
o_Theatre_Company_for_COPS_Fi.DOC

30
31
31
-43-

TABLE OF CONTENTS
(continued)
Page
Section 17.04. Amendments
Section 17.05. Further Assurances and Corrective Instruments
Section 17.06. Execution in Counterparts
Section 17.07. Applicable Law; Venue
Section 17.08. Third Party Beneficiary
Section 17.09. City and County Representatives
Section 17.10. Waiver of Personal Liability
Section 17.11. Certain Provisions Relating to the Ambac Assurance
Section 17.12. Assignment by the City and the County
EXHIBIT A - MASTER LIST OF DEFINITIONS
EXHIBIT B - DESCRIPTION OF SITES
EXHIBIT C - DESCRIPTION OF PROJECT
EXHIBIT D - BASE RENTAL PAYMENT SCHEDULE
EXHIBIT E - MEMORANDUM OF UNDERSTANDING

CADocuments and Settings\asl\My DocumentsTOCSSCI#278424-v7Facility_Lease_Agreement_between_City_and_County_of S
acramento_and_California_Musical _Theatre_and_Sacrament
o_Theatre_Company_for_COPS_Fi. DOC

-44-

An extra section break has been inserted above this paragraph. Do not delete this section break if
you plan to add text after the Table of Contents/Authorities. Deleting this break will cause Table
of Contents/Authorities headers and footers to appear on any pages following the Table of

Contents/Authorities.

C:\Documents and Settings\asl\My Documents\DOCSSCI-#278424-v7Facility_Lease_Agreement_between_City_and_County_of Sacramento_and_Califomia_Musical_Theatre_and_Sacramento_Theatre_Compa
ny_for_COPS_Fi.DOC

OH&S
DRAFT # 6

Recording Requested By and
When Recorded Mail To:

7/3/02
City of Sacramento
c/o Orrick, Herrington & Sutcliffe Up
400 Capitol Mall, Suite 3000
Sacramento, California 95814
Attn: Lina M. Thoreson, Esq.

(Space above this line for Recorder's Use)
Pursuant to Section 27383 of the Government Code of the State of California, recording of this document is exempt from any fees
charged by the Recorder.
THE UNDERSIGNED GRANTOR(S) DECLARE(S):
-0(short term lease)
DOCUMENTARY TRANSFER TAXIS $
computed on full value of interest or property conveyed, or
computed on full value less value of liens or encumbrances remaining at time to sale.

SUBLEASE AGREEMENT
by and among the
SACRAMENTO REGIONAL ARTS FACILITIES FINANCING AUTHORITY,
as sublessor
and the
COUNTY OF SACRAMENTO AND CITY OF SACRAMENTO,
as sublessees
Dated as of August 1, 2002

RELATING TO $
SACRAMENTO REGIONAL ARTS FACILITIES FINANCING AUTHORITY
SERIES 2002 CERTIFICATES OF PARTICIPATION

With respect to the G Street Premises, this Sublease Agreement is junior and
subordinate to that certain Construction Deed of Trust, Assignment of Leases and Rents,
Security Agreement and Fixture Filing, dated as of August 1, 2002, executed by the
California Musical Theatre, as Trustor, for the benefit of the City of Sacramento and the
County of Sacramento, as Beneficiaries.
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SUBLEASE AGREEMENT
This SUBLEASE AGREEMENT (this "Sublease Agreement"), dated as of
August 1, 2002, by and among the SACRAMENTO REGIONAL ARTS FACILITIES
FINANCING AUTHORITY, a joint exercise of powers authority organized and existing under the
laws of the State of California (the "Authority'), as sublessor and the CITY of SACRAMENTO, a
municipal corporation and charter city organized and existing under the laws of the State of
California (the "City") and the COUNTY OF SACRAMENTO, a political subdivision organized
and existing under the laws of the State of California (the "County") as tenants-in-common, as
sublessees;

WITNE SSE TH:
WHEREAS, the Authority intends to assist in the financing and refinancing of the
acquisition, construction, improvement, renovation and equipping of certain theatre facilities (the
"Project") located at 1419 H Street, Sacramento, California (the "H Street Site") and 1422 G Street,
Sacramento, California (the "G Street Site," and together with the H Street Site, the "Sites") by
delivering those certain Certificates of Participation, Series 2002 (the "Certificates") pursuant to that
certain trust agreement, dated as of August 1, 2002 (the "Trust Agreement"), by and among the
Authority, the City, the County and BNY Western Trust Company, as trustee (the "Trustee"); and
WHEREAS, the California Musical Theatre, a nonprofit public benefit corporation
organized and existing under the laws of the State of California ("CNI'I°'), has leased the G Street
Premises (as defined in the Site Lease Agreement I, defined below) to the Authority pursuant to that
certain site lease agreement, dated as of August 1, 2002 (the "Site Lease Agreement I"), by and
between CMT and the Authority; and
WHEREAS, the City and the County, as, tenants-in-common, have leased the H
Street Premises (as defined in the Site Lease Agreement II, defined below) to the Authority pursuant
to that certain site lease agreement, dated as of August 1, 2002 (the "Site Lease Agreement II," and=
together- with the Site Lease Agreement I, the "Site Lease. Agreements"), by and among the City, the
County and the Authority, and
WHEREAS, the Authority has leased the G Street Premises and the H Street
Premises (together, the "Premises") to the City and the County, as tenants-in-common, pursuant to
this Sublease Agreement; and
WHEREAS, the City and the County, as tenants-in-common, have leased the
Premises to QVIT pursuant to that certain facility lease agreement, dated as of August 1, 2002 (the
"Facility Lease Agreement"), by and among the City, the County and CMT; and
WHEREAS, under the Facility Lease Agreement, CMT will be obligated to make,
among other payments, Base Rental Payments (as defined in the Facility Lease Agreement) in an
amount equal to debt service with respect to the Certificates; and
WHEREAS, under this Sublease Agreement, the City and the County are obligated
to make, among other payments, Sublease Payments (as defined herein) in an amount equal to debt
service with respect to the Certificates; and
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WHEREAS, the obligations of the City and the County to pay the Sublease
Payments under this Sublease Agreement will be credited (subject to the provisions of this Sublease
Agreement) to the extent that the Trustee receives Base Rental Payments from CMT under the
Facility Lease Agreement and deposits such amounts in the Interest Fund and the Principal Fund
under the Trust Agreement, and to the extent that Base Rental Payments received under the Facility
Lease Agreement are insufficient to pay debt service with respect to the Certificates, the City and the
County will pay any deficiency in the proportion of fifty percent (50%) each; and
WHEREAS, all acts, conditions and things required by law to exist, to have
happened and to have been performed precedent to and in connection with the execution and
delivery of this Sublease Agreement do exist, have happened and have been performed in regular
and due time, form and manner as required by law, and the parties hereto are now duly authorized
to execute and enter into this Sublease Agreement;

NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND OF
THE MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR
OTHER VALUABLE CONSIDERATION, THE PARTIES HERETO HEREBY AGREE AS
FOLLOWS:
ARTICLE I
DEFINITIONS; INTERPRETATION; EXHIBITS
Section 1.01. Definitions. The terms defined in Exhibit A, attached hereto and by
this reference incorporated herein and made a part hereof, shall for all purposes hereof have the
meanings ascribed to them therein, unless the context clearly requires some other meaning.
Section 1.02.

Interpretation.

Unless the context otherwise -indicates, all . words expressed in the singular
(a)
shall include the plural and vice versa, and the use of the neuter, masculine or feminine gender is for
convenience only and shall be deemed to mean and include the neuter, masculine or feminine
gender, as appropriate.
(b)
All captions or headings of the articles and sections and subsections hereof
and the table of contents hereof are solely for convenience of reference and do not constitute a part
hereof and shall not affect the meaning, construction or effect hereof.
All references herein to "Articles," "Sections" and other subsections are to.
(c)
the corresponding Articles, Sections or subsections hereof, and the words "herein," "hereof,"
"hereby," "hereunder" and other words of similar import refer to this Sublease Agreement as a
whole and not to any particular Article, Section or subsection hereof.
Section 1.03. Exhibits. The following Exhibits are attached hereto and by this
reference incorporated herein and made a part hereof:
Exhibit A.

Master List of Definitions

C:\Documents and Settings\asl\My Documents\DOCSSCI-#278199-v8Sublease_between_JPA_and_City_and_County_of Sacramento_for_Sacramento_Theatre_COPS_Financing.DOC

3

Exhibit B:

Description of Sites

Exhibit Q

Description of Project

Exhibit D:

City Sublease Payment Schedule

Exhibit E:

County Sublease Payment Schedule
ARTICLE II

REPRESENTATIONS, COVENANTS AND. WARRANTIES
Section 2.01. Representations, Covenants and Warranties of the Authoritv.
Authority represents, covenants and warrants to the City and the County as follows:

The

(a)
Due Organization and Existence. The Authority is a joint exercise of powers
'authority organized and existing under the laws of the State, has power to enter into each of the
Financing Agreements to which it is a party and is possessed of full power to own, hold, lease, as
lessee and sublessor, and sell real and personal property.
Authorization. The laws of the State authorize the Authority to enter into
(b)
each of the Financing Agreements to which it is a party, to enter into the transactions contemplated
hereby and thereby and to carry out its obligations under each of the Financing Agreements to
which it is a party, and the Authority has duly authorized the execution and delivery of each of the
Financing Agreements to which it is a party.
Execution and Delivery. The Authority has duly executed and delivered each
(c)
of the Financing Agreements to which it is a party in accordance with the laws of the State, and each
of the Financing Agreements to which it is a party constitute a legal, valid and binding agreement of
the Authority, enforceable against the Authority in accordance with their respective terms,_ and
further represents, covenants and warrants that all requirements have been met and procedures have
occurred in order to ensure the enforceability of these Financing Agreements, except to the extent
limited or affected by bankruptcy, insolvency or other laws affecting creditors' rights generally and
by the application of equitable principles if equitable remedies are sought.
(d)
No Conflict. To the current actual knowledge of the Authority after
reasonable investigation, which did not include. the review or search of federal, state or other court
records, or the review or search of City or County or Authority records other than those directly and
immediately connected with the Project and the financing therefor, except as disclosed in the
Official Statement, neither the execution and delivery of each of the Financing Agreements to which
it is a party, nor the- fulfillment of or compliance with the terms and conditions hereof or thereof,
nor the consummation of the transactions contemplated hereby or thereby, conflicts with or results
in a breach of the terms, conditions or provisions of any restriction, agreement or instrument to
which the Authority is now a party or by which the Authority is bound, or constitutes' a default
under any of the foregoing, or results in the creation or imposition of any lien, charge or
encumbrance whatsoever upon any of the property or assets of the Authority or upon the Premises,
except Permitted Encumbrances.
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(e)
Approvals. No consent, approval, order or authorization of, or registration,
declaration or filing with, any Governmental Authority or other Person is required in connection
with the execution and delivery of each of the Financing Agreements to which it is a party or the
performance or consummation of the transactions contemplated hereby and thereby, except for
those which have been made or obtained and are in full force and effect or as contemplated
hereunder.
Title. The Authority holds a valid leasehold estate in the Premises subject to
(f)
the terms and conditions of the Site Lease Agreements.
Section 2.02. Representations, Covenants, and Warranties of the City.
represents, covenants and warrants to the County and the Authority as follows:

The City

(a)
Due Organization and Existence. The City is a municipal corporation and
charter city organized and existing under the laws of the State, has power to enter into each of the
Financing Agreements to which it is a party and is possessed of full power to own, hold, lease, as
lessor, sublessee and sub-sublessor, and sell real and personal property.
(b)
Authorization. The laws of the State authorize the City to enter into each of
the Financing Agreements to which it is a party, to enter into the transactions contemplated hereby
and thereby and to carry out its obligations under each of the Financing Agreements to which it is a
party and the City has duly authorized the execution and delivery of each of the Financing
Agreements to which it is a party.
Execution and Delivery. The City has duly executed and delivered each of
(c)
the Financing Agreements to which it is a party in accordance with the laws of the State, and each of
the Financing Agreements to which it is a party constitute a legal, valid and binding agreement of
the City, enforceable against the City in accordance with their respective terms, and further
represents, covenants and warrants that all requirements have been met and procedures have
occurred in order to -ensure the enforceability of these Financing Agreements, except to the extent
limited or affected by bankruptcy, insolvency or other laws affecting creditors' rights generally and
by the application of equitable principles if equitable remedies are sought.
No Conflict. To the current actual knowledge of the City after reasonable
(d)
investigation, which did not include the review or search of federal, state or other court records, or
the- review or search of City records other than those directly and immediately connected with the
Project and the financing therefor, except as disclosed in the Official Statement, neither the
execution and delivery of each of the Financing Agreements to which it is a party, nor the
fulfillment of or compliance with the terms and conditions hereof or thereof, nor the consummation
of the transactions contemplated hereby or thereby, conflicts with or results in a breach of the
terms, conditions or provisions of any restriction, agreement or instrument to which the City is now
a party or by which the City is bound, or constitutes a default under any of the foregoing, or results
in the creation or imposition of any lien, charge or encumbrance whatsoever upon any of the
property or assets of the City or upon the Premises, except Permitted Encumbrances.
(e)
Approvals. No consent, approval, order or authorization of, or registration,
declaration or filing with, any Governmental Authority or other Person is required in connection
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with the execution and delivery of each of the Financing Agreements to which it is a party or the
performance or consummation of the transactions contemplated hereby and thereby, except for
those which have been made or obtained and are in full force and effect or as contemplated
hereunder.
(f)
Continuing Disclosure. The City hereby covenants and agrees that it will
comply with and carry, out all of the provisions of the Continuing Disclosure Certificate.
Notwithstanding any other provision of this Sublease Agreement, failure of the City to comply with
the Continuing Disclosure Certificate shall not be considered an Event of Default hereunder or
under the Trust Agreement; provide d, that the Trustee may (and, at the request of any participating
underwriter (as defined in the Continuing Disclosure Certificate) or the Owners of at least twentyfive percent (25%) in aggregate principal amount of Outstanding Certificates, shall) or any Owner or
Beneficial Owner may take such actions as may be necessary and appropriate, including seeking
mandate or specific performance by court order, to cause the City to comply with its obligations
under this Section.
Section 2.03. Representations, Covenants and Warranties of the Countv.
County represents, covenants and warrants to the City and the Authority as follows:

The

Due Organization and Existence. The County is a political subdivision
(a)
organized and existing under the laws of the State, has power to enter into each of the Financing
Agreements to which it is a party and is possessed of full power to own, hold, lease, as lessor,
sublessee and sub-sublessor, and sell real and personal property.
Authorization. The laws of the State authorize the County to enter into each
(b)
of the Financing Agreements to which it is a party, to enter into the transactions contemplated
hereby and thereby and to carry out its obligations under each of the Financing Agreements to
which it is a party and the County has duly authorized the execution and delivery of each of the
Financing Agreements to which it is a party.
Execution and Delivery. The County has duly executed and delivered each
(c)
of the Financing Agreements to which it is a parry in accordance with the laws of the State, and each
of the Financing Agreements to which it is a party constitute a legal, valid and binding agreement of
the County, enforceable against the County in accordance with their respective terms and further
represents, covenants and warrants that all requirements have been met and procedures have
occurred in order to ensure the enforceability of these Financing Agreements, except to the extent
limited or affected by bankruptcy, insolvency or other laws affecting creditors' rights generally and
by the application of equitable principles if equitable remedies are sought.
(d)
No Conflict. Neither the execution and delivery of each of the Financing
Agreements to which it is a party, nor the fulfillment of or compliance with the terms and
conditions hereof or thereof, nor the consummation of the transactions contemplated hereby or
thereby, conflicts with or results in a breach of the terms, conditions or provisions of any restriction,
agreement or instrument to which the County is now a party or by which the County is bound, or
constitutes a default under any of the foregoing, or results in the creation or imposition of any lien,
charge or encumbrance whatsoever upon any of the property or assets of the County or upon the
Premises, except Permitted Encumbrances.
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Approvals. No consent, approval, order or authorization of, or registration,
(e)
declaration or filing with, any Governmental Authority or other Person is required in connection
with the execution and delivery of each of the Financing Agreements to which it is a party or the
performance or consummation of the transactions contemplated hereby and thereby, except for
those which have been made or obtained and are in full force and effect or as contemplated
hereunder.
(f)
Continuing Disclosure. The County hereby covenants and agrees that it will
comply with and carry out all of the provisions of the Continuing Disclosure Certificate.
Notwithstanding any other provision of this Sublease Agreement, failure of the County to comply
with the Continuing Disclosure Certificate shall not be considered an Event of Default hereunder or
under the Trust Agreement; provide d, that the Trustee may (and, at the request of any participating
underwriter (as defined in the Continuing Disclosure Certificate) or the Owners of at least twentyfive percent (25%) in aggregate principal amount of Outstanding.Certificates, shall) or any Owner or
Beneficial Owner may take such actions as may be necessary and appropriate, including seeking
mandate or specific performance by court order, to cause the County to comply with its obligations
under this Section.
ARTICLE III
AGREEMENT TO SUBLEASE
Section 3.01. Sublease of Premises. The Authority hereby leases to the City and
the County, as tenants-in-common, and the City and the County, as tenants-in-common, hereby
lease from the Authority, upon the terms and conditions hereinafter set forth, the Premises. The
City and, the County agree to comply with the provisions of the City and County Tenancy in
Common Agreement with respect to the Premises.
Section 3.02. Quiet Enjoyment. The City and the County at all times during the
term of this Sublease Agreement shall peaceably and quietly have, hold and enjoy the Premises,
without suit, trouble or hindrance from the. Authority, -except as expressly set forth in this Sublease
Agreement. No Owner shall interfere with such quiet use and enjoyment during the term of this
Sublease Agreement so long as the City and the County are not in default hereunder.
Section 3.03. Right of Entrv. The City and the County agree that the Authority
shall have the right at all reasonable times to enter upon and to examine and inspect the Premises.
The City and the County further agree that the Authority shall have such rights of access to the
Premises as may be reasonably necessary to cause the proper maintenance by the Authority in the
event of failure by the City and the County to perform their obligations hereunder.
ARTICLE IV
TERM
Section 4.01. Commencement of Term of Sublease Agreement; Commencement
of Rental. The term of this Sublease Agreement shall commence on the Closing Date and shall end
on September 1, 20_ unless such term is extended or sooner terminated as hereinafter provided. If
on September 1, 20_, the Certificates are Outstanding under the Trust Agreement or the amounts
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payable under the Facility Lease Agreement shall not be fully paid or deemed fully paid in
accordance with the Facility Lease Agreement, then the term of this Sublease Agreement shall
continue on a month-to-month basis until the Certificates are no longer Outstanding under the
Trust Agreement and the amounts payable under the Facility Lease Agreement have been fully paid
or deemed fully paid in accordance with the Facility Lease Agreement. If prior to September 1,
20_, the Certificates are no longer Outstanding under the Trust Agreement and the amounts
payable under the Facility Lease Agreement have been fully paid or deemed fully paid. in accordance
with the Facility Lease Agreement, then the term of this Sublease Agreement shall thereafter end
and title to the Premises shall be transferred as set forth in Section 12.01 hereof. In no event shall
the term of this Sublease Agreement exceed the limits provided bylaw.
ARTICLE V
USE OF PROCEEDS; TAX COVENANTS
Section 5.01. Use of Proceeds. The parties hereto agree that the proceeds of the
Certificates will be used to finance and refinance the Project, to fund capitalized interest on the
Certificates through
to fund the Reserve Fund and to pay the Delivery Costs of
the Certificates.
Section 5.02. Tax Covenants. The City and the County shall at all times do and
perform all acts and things permitted by law, this Sublease Agreement and the Trust Agreement that
are necessary or desirable in order to assure that interest paid with respect to the Certificates will be
excluded from gross income for federal income tax purposes and shall take no action that would
result in such interest not being so excluded. Without limiting the generality of the foregoing, the
City and the County agree to comply with the provisions of the Tax Certificate to be executed by
the City, the County, the Authority and CIVI*I' on the Closing Date. This covenant shall survive
payment in full or defeasance of the Certificates.
.
..
ARTICLE VI
RENTAL PAYMENTS
Section 6.01. Amount of Sublease Payments.

(a)
Subject to Section 6.10 of this Sublease Agreement, the City agrees to pay as
rental hereunder for the term of this Sublease Agreement to the Authority, its successor and assigns,
without deduction or offset of any kind, as rental for the right of possession, use and occupancy of
the Premises during each Rental Period (as defined below), the sublease payments (the "Sublease
Payments"), with principal and interest components, the principal being paid annually and the
interest being paid semiannually, in accordance with the City Sublease Paymerit Schedule specified in
Exhibit D, attached hereto and by this reference incorporated herein and made a part hereof, as the
same may be amended from time to time pursuant to Section 6.05 of this Sublease Agreement
(collectively, the "City Sublease Payments"). City Sublease Payments shall be calculated on an
annual basis, for the twelve-month periods commencing on September 1 and ending on August 31
of each year (the "Rental Period"), and each annual City Sublease Payment shall be divided into two
interest components, due on March 1 and September 1 of each Rental Period, and one principal
component, due on September 1 of each Rental Period.
City Sublease Payments due on
C:\Documents and Settings\asl\My Documents\DOCSSCI-#278199-v8Sublease_between_JPA_and_City_and_County_of Sacramento_for_Sacramento_Theatre_COPS_Financing.DOC

September 1 shall be payable on the preceding August 15, and City Sublease Payments due on
March 1 shall be payable the preceding February 15. The interest components of the City
Sublease Payments shall be paid by the City as, and constitute interest paid on, the principal
components of the City Sublease Payments to be paid by the City hereunder computed on the basis
of a 360-day year composed of twelve 30-day months. Each annual payment of the City Sublease
Payment (to be payable in two installments as aforesaid) shall be for the right of possession, use and
occupancy of the Premises for the twelve-month period commencing on September 1 of each
Rental Period. The Authority and the City agree that the City shall make such City Sublease
Payments directly to the Trustee, and that such payments to the Trustee shall satisfy the City's
obligations to pay scheduled City Sublease Payments under this Sublease Agreement.
Subject to Section 6.10 of this Sublease Agreement, the County agrees to pay
(b)
as rental hereunder for the term of this Sublease Agreement to the Authority, its successor and
assigns, without deduction or offset of any kind, as rental for the right of possession, use and
occupancy of the Premises during each Rental Period, the Sublease Payments, with principal and
interest components, the principal being paid annually and the interest being paid semiannually, in
accordance with the County Sublease Payment Schedule specified in Exhibit E, attached hereto and
by this reference incorporated herein and made a part hereof, as the same may be amended from
time to time pursuant to Section 6.05 of this Sublease Agreement (collectively, the "County Sublease
Payments"). County Sublease Payments shall be calculated on an annual basis, for the Rental
Period, and each annual County Sublease Payment shall be divided into two interest components,
due on March 1 and September 1 of each Rental Period, and one principal component, due on
September 1 of each Rental Period. County Sublease Payments due on September 1 shall be
payable on the preceding August 15, and County Sublease Payments due on March 1 shall be
payable the preceding February 15. The interest components of the County Sublease Payments shall
be paid by the County as, and constitute interest paid on, the principal components of the County
Sublease Payments to be paid by the County hereunder computed on the basis of a 360-day year
composed of twelve 30-day months. Each annual payment of the County Sublease Payment (to be
payable in-two installments as aforesaid) shall be for the right of possession, use and occupancy of
the Premises for the twelve-month period commencing on September 1 of each Rental Period. The
Authority and the County agree that the County shall make such County Sublease Payments directly
to the Trustee, and that such payments to the Trustee shall satisfy the County's obligations to pay
scheduled County Sublease Payments under this Sublease Agreement.
(c)
The obligations of the City and the County to pay City Sublease Payments
and the County Sublease Payments, respectively, hereunder are several and not joint. The Sublease
Payments payable in each Rental Period shall be for the right of possession, use and occupancy of
the Premises during such Rental Period.
(d)
Any amount held in the Interest Fund and Principal Fund on any
February 15 or August 15 shall be credited towards the Sublease Payments then due and payable on
such March 1 or September 1; and no Sublease Payment need be made by the City or the County on
any March 1 or September 1 if the amount then held in the Interest Fund and Principal Fund is at
least equal to the Sublease Payments then due. To the extent that the Trustee has on deposit in the
Interest Fund and Principal Fund on the February 15 or August 15 an amount less than an amount
sufficient to pay the Sublease Payments on such March 1 or September 1, such amounts shall be
credited to the City and the County in the proportion of fifty percent (50%) and fifty percent (50%),
respectively, and the City and the County shall pay to the Trustee the remaining amounts of the
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Sublease Payments that are due in the .proportion of fifty percent (50%) and fifty percent (50%),
respectively. The Trustee shall send written notification to the Authority, the City and the County
at least thirty (30). days prior to each March 1 or September 1, which notification 'willindicate the
amount, if any, of the, Sublease Payments remaining due on the next succeeding March 1 or
September 1 (after crediting all Base Rental Payments that have been received by the Trustee from
QvIT 'under and pursuant to the Facility Lease Agreement). Notwithstanding the foregoing
crediting mechanism set forth in this Section 6.01(d), in the event that amounts on deposit in the
Interest Fund and/or the Principal Fund or amounts previously paid to Owners of the Certificates
are disgorged under the federal bankruptcy laws or any other applicable law of the United States of
America- or any state therein, the Sublease Payments so disgorged will remain due and payable by the
City and County as provided herein.
Section 6.02. Additional Rental Payments. Subject to Section 6.10 of this Sublease
Agreement, in addition to the Sublease Payments, the City and the County shall pay, when due, any
amounts' required hereunder, including, without limitation, any amounts required under Article VIII,
all costs and expenses incurred by the Authority in complying with the provisions of this Sublease
Agreement, including, without limitation, compensation, indemnification and reimbursable expenses
due to the Trustee and the Custodian, all rebate payments and all costs and expenses of counsel,auditors, engineers and accountants, insurance premiums and all, other reasonable and necessary
administrative costs of the Authority or charges required to be paid by it to comply with the terms
of the Certificates or the Trust Agreement (collectively, the "Additional Rental Payments"). The
'foregoing Additional Rental Payments shall be billed to the City and the County from time to time,
together with a statement certifying that the amount billed has been incurred or paid by the
Authority, the Trustee or the Trustee on behalf of the Authority for one or more of the items above
described, or that such amount is then so payable for such items. Amounts so billed shall be paid by
the City and the County in the proportion of fifty percent (50%) and fifty percent (50%),
respectively, not later than the latest time as such amounts may be paid without penalty or, if no
penalty is associated with a late payment of such amounts, within 30 days after receipt of a bill by
the City and the County for such amounts. The obligations of the City and the County set forth in
this -Section shall be-satisfied to the extent the Trustee receives the-amount required by this Section
-in. Additional- Rental Payments from-CMT.:pursuant to-the. Facility Lease Agreement. Tothe extent
that the Trustee receives. less than the amount required by this Section in Additional' Rental
Payments from CMT pursuant to the Facility Lease Agreement, such -amounts shall be credited to
the City and the County in the proportion of fifty percent. (50%)* and fifty percent (50%),
respectively, and the City and the County shall pay to the Trustee the remaining amounts of
Additional Rental Payments required by this Section that are due in the proportion of fifty percent
(50%) and fifty percent (50%), respectively.
Section 6.03.

[Reserved].

. Section 6.04. Rate on Overdue Payments. If the City or the County should fail to

make any of the payments required to be made by this Sublease Agreement, then the payment in
default shall continue as an obligation of the City or the County (limited in accordance with Section

6.10 of this Sublease Agreement) until the amount in default shall have been fully paid, and the City
and the County agree to pay the same with interest thereon, to the extent permitted by law, from the
date of default to the date of payment at a rate equal to the interest rate with respect to the
Certificates.
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Section 6.05. Effect. of Prepayment. If all remaining Sublease Payments and the
interest thereon, all Additional Rental Payments and the interest thereon, and. all amounts payable
under the Facility Lease Agreement and the interest thereon (including any advances of Base Rental
Payments under the Facility Lease Agreement) are prepaid in full pursuant to Article XVI of this
Sublease Agreement, and if the Certificates are no longer Outstanding under the Trust Agreement,
in accordance with Article X of the Trust Agreement, then the obligations of the City and the
County under this Sublease Agreement shall thereupon cease and terminate; subject to the
provisions of the second paragraph of Section 16.01 of this Sublease Agreement in the case of
prepayment by application of a security deposit. If the Sublease Payments are prepaid in part, but
not in whole, pursuant to Section 16.02 of this Sublease Agreement, then such prepayment shall be
credited towards the prepayment of the Sublease Payments as follows: (i) the principal components
of each remaining Sublease Payment shall be reduced by the aggregate corresponding amount of
principal which would otherwise be payable with respect to the Certificates thereby prepaid pursuant
to the Trust Agreement for the City in the proportion of fifty percent (50%) and the County in the
proportion of fifty percent (50%); and (ii) the interest component of each remaining Sublease
Payment shall be reduced by the aggregate corresponding amount of interest which would otherwise
be payable with respect to the Certificates thereby prepaid pursuant to the Trust Agreement.

Upon partial prepayment of any Sublease Payment, the City and the County shall
prepare (or cause to be prepared) revised Exhibits D and E to this Sublease Agreement.
Section 6.06. Fair Rental Value. The Sublease Payments and Additional Rental
Payments for each Rental Period during the term of this Sublease Agreement shall constitute the
total rental for such Rental Period, and shall be paid by the City and the County in each Rental
Period for and in consideration of the right to possession, use and occupancy, and the continued
quiet use and enjoyment of the Premises during each such Rental Period for which such rental is
paid. The parties hereto have agreed and determined that the total Sublease Payments together with
the total Additional Rental Payments represents the fair rental value of the Premises. In making
such determination, consideration has been given to the value of the Premises, the cost of
constructing the Project, other obligations of the parties under the Site Lease Agreements, this
Sublease Agreement and the Facility Lease Agreement, and the uses, and purposes which may be
served by the Premises and the benefits therefrom which will accrue to the City and the County and
the general public.
Section 6.07. Annual Budgets. The City and the County each covenant to take
such action as may be necessary to include all such Sublease Payments and Additional Rental
Payments for which each is obligated to pay hereunder in their respective general fund budgets and
to make the necessary annual appropriations for such amounts. The City and the County will
furnish to the Trustee copies of each annual budget of the City and the County within 90 days after
the adoption thereof by the City and the County. Such covenants on the part of the City and the
County herein contained shall be deemed to be and shall be construed to be a ministerial duty
imposed by law and it shall be the duty of each and every public official of the City and the County
to take such action and do such things as are required by law in the performance of the official duty
of such officials to enable the City and the County to carry out and perform such covenants in this
Sublease Agreement agreed to be carried out and performed by the City and the County.
Section 6.08. Obligation of the City and the County. The obligation of the City
and the County to make the Sublease Payments and to perform and observe the other agreements
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contained herein shall (subject to Section 6.10 of this Sublease Agreement) be absolute and
unconditional and shall not be subject to any defense or any right of set-off, counterclaim or
recoupment arising out of any breach by the City, the County or the Authority of any obligation of
the City, the. County or the Authority or. otherwise with respect to the Premises, whether hereunder
or otherwise, or out of indebtedness or liability at any time owing to the City or the County by the
Authority. During the term of this Sublease Agreement and subject to Section 6.10 of this Sublease
Agreement, the City and the County (1) will not suspend, abate or discontinue any Sublease
Payments provided for in this section, (ii) will perform and observe all other agreements contained
in this Sublease Agreement, and (iii) will not terminate this Sublease Agreement for any cause,
including, without limiting the generality of the foregoing, the occurrence of any acts or
circumstances that may constitute failure of consideration, eviction or constructive eviction,
destruction of or damage to the Premises, commercial.frustration of purpose, any change in the tax
or other laws of the United States of America or of the State or any political subdivision of either or
any failure of the Authority to observe or perform any agreement, condition, covenant or term
contained herein required to be observed and performed by it, whether express or implied, or any
duty, liability or obligation arising out of or connected herewith or the insolvency, or deemed
insolvency, or bankruptcy or liquidation of the Authority or any force majeure, including acts of
God, tempest, storm, earthquake, war, rebellion, riot, civil disorder, acts of public enemies, blockade
or embargo, strikes, industrial disputes, lockouts, lack of transportation facilities, fire,. explosion, or
acts or regulations of governmental authorities.
Section 6.09. Application of Rental Payments. All Rental Payments received shall
be applied first to the interest components of the Sublease Payment due hereunder, then to the
principal components of the Sublease Payment due hereunder and thereafter to all Additional Rental
Payments due hereunder, but no such application of any payments which are less than the total
rental due and owing shall be deemed a waiver of any default hereunder.
Section 6.10. Abatement of Rental. Except to the extent of (a) amounts held by
the Trustee in the Interest Fund or the Reserve Fund, (b) amounts received in respect of use and
occupancy insurance.-. and (c) amounts, if any, otherwise legally-available to the Trustee for payments
in respect of the Certificates,..duringany period in which, by reason of _material damage, destruction,__
title defect or condemnation there is substantial interference with the use and possession by the City
and the County of any portion of the Premises, Rental Payments due hereunder with respect, to the
Premises shall be abated to the extent that the annual fair rental value of the portion of the Premises
in respect of which there is no substantial interference is less than the annual Base Rental Payments
and Additional Rental, in which case Rental Payments shall be abated only by an amount equal to
the difference. Any abatement of rental payments pursuant to this Section shall not be considered
an event of default as defined in Article XV hereof. The City and the County waive the benefits of
California Civil Code Sections 1932(2) and 1933(4) and any and all other rights to terminate this
Sublease Agreement by virtue of any such interference and this Sublease Agreement shall continue
in full force and effect. The amount of any abatement shall be allocated to the obligations of the
City and the County in a manner which reduces the City's obligations by fifty percent (50%) of the
total amount of any abatement and the County's obligations by fifty percent (50%) of the total
amount of any abatement. Such abatement shall continue for the period commencing with the date
of such damage, destruction, title defect or condemnation and ending with the substantial
completion of the work of repair or replacement of the portions of the Premises so damaged,
destroyed, defective or condemned.
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ARTICLE VII
TITLE TO PREMISES DURING TERM; NO MERGER
Section 7.01. Title to the Premises During Term. So long as this Sublease
Agreement remains in effect, the City and the County shall have leasehold title to the Premises or
the applicable portions or items thereof, and any and all improvements, repairs, replacements or
modifications thereto. The Authority shall not have any right, title or interest in the Premises or any
portion or item thereof, in any additions, improvements, repairs, replacements or modifications
thereto except as expressly set forth in this Sublease Agreement.
Section 7.02. No Merger. It is the express intention of the parties hereto that this
Sublease Agreement and the obligations of the parties hereunder shall be and remain separate and
distinct from the Site Lease Agreements and the Facility Lease Agreement and the obligations of the
parties thereunder, and that, during the term of this Sublease Agreement, no merger of title or
interest shall occur or be deemed to occur.
ARTICLE VIII
MAINTENANCE; TAXES; INSURANCE; AND OTHER MATTERS
Section 8.01. Maintenance, Utilities, Taxes and Assessments. During the term of
this Sublease Agreement, the City and the County shall maintain or cause to be maintained the
Premises and shall pay or cause to be paid all utilities, taxes and assessments as described in
Sections 7.02 and 7.05 of the Facility Lease Agreement and shall otherwise comply or cause
compliance with the provisions of such sections.
Section 8.02. Insurance. During the term of this Sublease Agreement, the City and
the County shall obtain and maintain, or cause to be obtained and maintained, insurance policies
and coverages as described -in-Section-9:01 of the Facility Lease Agreement-.and- shall otherwise
comply or cause compliance with the provisions of such section.
Section 8.03. . Advances. If the City and the County shall fail to perform any of its
obligations under this Article, the Authority or the Trustee may, but shall not be obligated to, take
such action as may be necessary to cure such failure or cure the performance thereof within the time
period required therefor, including the advancement of money, and the City and the County shall be
obligated to repay all such advances as soon as possible, with interest at a rate equal to the City's
Pool A Rate as of the date of advancement.
Section 8.04. Liens. The City and the County shall not, directly or indirectly,
create, incur, assume or suffer to exist any Lien on or with respect to all or any portion of the
Premises, other than Permitted Encumbrances.
ARTICLE IX
DAMAGE, DESTRUCTION AND EMINENT DOMAIN; USE OF NET PROCEEDS
Section 9.01.

Damage and Destruction. If the Premises are destroyed (in whole or
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in part) or are damaged by fire or- other casualty, the parties hereto agree that the Net Proceeds of
any insurance claim (other than business interruption insurance pursuant to Section 9.01(b) of the
Facility Lease Agreement) shall constitute the property of the City and the County and the City and
the County hereby agree to pay all such amounts to the Trustee for deposit in the Insurance and
Condemnation Proceeds Fund for application as set forth in Section 3.03 of the Trust Agreement.,
The parties hereto also agree that the Net Proceeds of any business interruption insurance pursuant
to Section 9.01(b) of the Facility Lease Agreement shall constitute the property of the City and the
County and the City and the County hereby agree to pay all such amounts to the Trustee for deposit
in the Interest Fund and Principal Fund and application as set forth in Section. 5.02 of the Trust
Agreement.
Section 9.02. Eminent Domain. If the Premises shall be taken (in whole or in part)
under the power of eminent domain or sold to a Governmental Authority (including the Authority,
the City or the Count^ threatening to exercise the power of eminent domain, the parties ,hereto
agree that the Net Proceeds shall constitute the property of the City and the County- and the City
and the County hereby agree to pay all such amounts to the Trustee for deposit in, the Insurance and
Condemnation Proceeds. Fund and application as, set forth in Section 3.03 of the Trust Agreement.
Section 9.03. Title insurance.. The parties her
agree that the Net Proceeds of
any title insurance award shall constitute the property of the City and the County and the City and
the County hereby agree to pay all such amounts to the Trustee for deposit in the Insurance and
Condemnation Proceeds Fund for application as set forth in Section 3.03 of the Trust Agreement.
Section 9.04. Prosecution of Claims for Net Proceeds. The parties hereto agree
that the City and the County shall proceed promptly and diligently to prosecute in good-faith the
settlement or compromise of any and all claims for Net Proceeds.
ARTICLE X
DISCLAIMER OF WARRANTIES; USE OF THE PREMISES
..
Section 10.01. Disclaimer of Warranties.
THE. AUTHORITY MAKES NO
AGREEMENT, WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED,
AS TO THE VALUE, DESIGN, CONDITION, MERCHANTABILITY OR FITNESS FOR
ANY PARTICULAR PURPOSE OR FITNESS FOR USE OF THE PREMISES OR ANY',.
PORTION OR ITEM THEREOF, OR ANY OTHER REPRESENTATION OR WARRANTY
WITH RESPECT THERETO. THE CITY AND THE COUNTY ACKNOWLEDGE THAT
THE AUTHORITY IS NOT A MANUFACTURER OF THE PROJECT, OR A DEALER'
THEREIN, THAT THE CITY AND THE COUNTY LEASE THE PREMISES AS-IS; IT'
BEING AGREED THAT ALL OF THE AFOREMENTIONED RISKS ARE TO BE BORNE
BY THE CITY AND THE COUNTY. In no event shall THE AUTHORITy be liable for any
incidental, indirect, special or consequential damages in connection with or arising out of the Site
Lease Agreements, this Sublease Agreement, the FACILITY LEASE Agreement or the Trust
Agreement For the existence, furnishing, functioning or THE City's or THE County's use of the
Premises or any item or products or services provided for in this Sublease Agreement.

_., _ . ._.. .. _. -

Section 10.02. Use of the Premises. The City and the County may use the Premises
for any lawful purpose. The City and the County will not acquire, construct, install, use, operate or
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maintain the Premises or any portion or item thereof in violation of any Applicable Law or in a
manner contrary to that contemplated by this Sublease Agreement.
ARTICLE XI
DESIGN, CONSTRUCTION AND INSTALLATION OF THE PROJECT
Section 11.01. Design, Construction and Installation of the Project. The Authority
hereby agrees to design, construct and install the Project. Notwithstanding the foregoing, the parties
hereto agree that the Authority shall be under no liability of any kind or character whatsoever for the
payment of any costs or expenses incurred for the design, construction and installation of the
Project and that all such costs and expenses shall be paid by CMT, pursuant to the terms of the
Facility Lease Agreement, regardless of whether the funds deposited in the Project Fund are
sufficient to cover all such costs. ARTICLE XII
TRANSFER OF TITLE AT END OF TERM OF SUBLEASE AGREEMENT
Section 12.01. Transfer of Title Upon Termination The parties hereto agree, upon
termination of this Sublease Agreement pursuant to Section 4.01, this Sublease Agreement shall
terminate and the Authority's interest in and title to the Premises (including all of its right, title and
interest in and to the Premises under the Site Lease Agreements) will be automatically transferred,
conveyed and assigned to the City and the County, as tenants-in-common.
ARTICLE XIII
ASSIGNMENT; INDEMNIFICATION
Section 13.01. Assignment by the Authority. This Sublease Agreement, and the
obligations of the City and the County to make payments hereunder,. shall be assigned .by the
Authority to the Trustee pursuant to an Assignment Agreement. The City and the County agree to
make all payments to the Trustee (as assignee of the Authority), notwithstanding any claim, defense,
setoff or counterclaim whatsoever (whether arising from a breach of this Sublease Agreement or
otherwise) that the City and the County may from time to time have against the Authority, any
assignee or any Owner. The City and the County agree that the Certificates shall be prepared and
delivered by the Trustee pursuant to the Trust Agreement. The City and the County agree to
execute all documents, including notices of assignment or financing statements which may be
reasonably requested by the Authority, its assignee or any Owner to protect their interests in the
Premises and in this Sublease Agreement during the term of this Sublease Agreement.
Section 13.02. Assignment by the City and the County. Except as provided herein
and in the Facility Lease Agreement, this Sublease Agreement and the interest of the City and the
County in the Premises may not be assigned or encumbered by the City or the County.
Section 13.03. Indemnification Covenants. The City and the County shall, to the
full extent then permitted by law, indemnify, protect, hold harmless, save and keep harmless the
Authority and its assignees (including the Trustee) from and against any and all liability, obligations,
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losses, claims and damages whatsoever, regardless of the cause thereof, and expenses in
connection therewith, including, without limitation, counsel fees and expenses, penalties and
interest arising out of or as the result of the entering into of this Sublease Agreement, the
ownership of the Premises, the planning, design, engineering, testing, acquisition, construction or
installation of the Project or the use, operation, condition, purchase, delivery, rejection, storage or
return of the Premises or any portion or item of the Premises or any accident in connection
therewith resulting in damage to property or injury to or death to any person including, without
limitation, any claim alleging latent and other defects, whether or not discoverable by the City and
the County or the Authority; any claim for patent, trademark or copyright infringement; and any
claim arising out of strict liability in tort. The indemnification arising under this Section shall
continue in full force and effect notwithstanding the full payment of all obligations under this
Sublease Agreement or the termination of the term of this Sublease Agreement for any reason. The
City and the County and the Authority mutually. agree to promptly give notice to each other of any
claim or liability hereby indemnified against following learning thereof.
ARTICLE XIV
TERMINATION
Section 14.01. No Earlrmu7ation. Except as provided in Section 4.01 of this
Sublease Agreement, this Sublease Agreement shall not terminate for any reason including, without
limitation, (a) any casualty to or. condemnation of all or any part of the Premises, (b) the occurrence
of any.Event of Default or any other default by the City and the County under this Sublease
Agreement or (c) any other cause whether similar or dissimilar to the foregoing, any existing or
future law to the contrary notwithstanding; provided, however, that this Section shall not abrogate
any right the Authority may have to recover damages or seek an injunction pursuant to
Section 15.02 of this Sublease Agreement. It is the intention of the parties hereto that the
obligations of the Authority hereunder shall be separate and independent of the covenants, and
agreements of the City and the County.
ARTICLE XV DEFAULT AND REMEDIES
Section 15.01. Events of Default Defined. The following shall be "Events of .
Default" hereunder and the term "Event of Default" shall mean, whenever it is used herein,. any one
or more of the following events:

Default shall be made in the due and punctual payment of any Sublease
(a)
Payments when and as the same shall become due and payable; provided that the failure to deposit
any Sublease Payments abated pursuant to Section 6.10 hereof shall not constitute an Event of
Default; or
Default shall be, made by the City or the County in the performance of any
(b) '
of the other agreements or covenants contained herein required to be performed by it, and such
default shall have continued for a period of sixty (60) days after the City and the County shall have
been given notice in writing of such default by the Authority or the Trustee, except that, if such
failure or breach can be remedied but not within such sixty (60) day period and if the City and the
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County have taken all action reasonably possible to remedy such failure or breach within such
sixty (60) day period, such failure or breach shall not become an Event of Default for so long as
the City and the County shall diligently proceed to remedy such failure or breach in accordance
with and subject to any directions or limitations of time established by the Authority or the Trustee.
Section 15.02. Remedies on Event of Default.

Whenever any Event of Default shall have happened, the Authority or the
(a)
Trustee may sue the City and the County for the collection of any amount due under this Sublease
Agreement or to enjoin the continuation of the Event of Default; provided, that notwithstanding
anything herein or in the Trust Agreement to the contrary, there shall be no right under any
circumstances to accelerate the Sublease Payments or otherwise declare any Sublease Payments not
then in default to be immediately due and payable. In the event of such Event of Default, the City
shall continue to remain liable for the full amount of the City Sublease Payments and the County
shall continue to remain liable for the full, amount of the County Sublease Payments to the end of
the term hereof, but such Sublease Payments shall be payable only at the same time and in the same
manner as hereinabove provided for the payment of Sublease Payments hereunder. Such remedies
are the sole and exclusive remedies of the Authority and the Trustee hereunder. Neither the
Authority nor the Trustee shall terminate this Sublease Agreement or the right of possession of the
City and the County under this Sublease Agreement except as provided in Section 4.01 of this
Sublease Agreement.
Notwithstanding any other provisions hereof, so long as the Financial
(b)
Guaranty Insurance Policy is in effect, Ambac Assurance shall have the joint right to direct the
remedies to be taken upon any Event of Default hereunder, and the consent of Ambac Assurance
shall be required for any remedial action taken by the Authority hereunder.
Notwithstanding anything to the contrary in this Sublease Agreement, the
(c)
City and the County are, severally (but not jointly) obligated to make all Sublease Payments and
Additional Rental Payments and all payments for damages or an- y- other payiiierits hereunder on a
_.,. .
fifty percent: (50%), and fiftypercent. (50%'),basis, respectively.
Section 15.03. Agreement to Pay Attorneys' Fees and Exl2enses. If either party
hereto should default under any of the provisions hereof and the non-defaulting party should
employ attorneys or incur other expenses for the collection of money or the enforcement or
performance or observance of any obligation or agreement on the part of the defaulting party herein
contained, then the defaulting party agrees that it will on demand therefor pay to the non-defaulting
party the reasonable fees of such attorneys and such other reasonable expenses so incurred by the
non-defaulting parry.
Section 15.04. No Additional Waiver Implied By One Waiver. If any agre ement
contained herein should be breached by either party and thereafter waived by the other parry, then
such waiver shall be limited to the particular breach so waived and shall not be deemed to waive any
other breach'hereunder.
Section 15.05. Application of Proceeds. All amounts derived by the Authority or
the Trustee hereunder shall be deemed for all purposes under the Trust Agreement to be paid to
Owners, shall be transferred to the Trustee promptly upon receipt thereof and shall be applied to
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the payment of the Certificates.
ARTICLE XVI
PREPAYMENT OF SUBLEASE PAYMENTS AND OTHER PAYMENTS
Section 16.01. SecuntY Deposit. Notwithstanding any other provision hereof, on
any date the payment of all or a portion of the Sublease Payments and. the interest thereon, all
'Additional Rental Payments and the interest thereon, and all amounts 'payable under the Facility
Lease Agreement and the interest thereon (including any advances of Base Rental Payments under
the Facility Lease Agreement) remaining due may be secured by a deposit with the Trustee, as
escrow holder under an escrow agreement as provided in Article X of the Trust Agreement, of:
(a) in the case of a security deposit relating to all Sublease Payments and the' interest thereon, all.
Additional Rental Payments and the interest thereon, and all amounts payable under the, Facility
Lease Agreement and the interest thereon (including any advances of Base Rental Payments under
the Facility Lease Agreement), either (i) an amount which, together with amounts on deposit in the
Interest Fund, the Principal Fund, the Prepayment Fund, the Reserve Fund and the Insurance and
Condemnation Proceeds Fund, is sufficient to pay all unpaid Sublease 'Payments, including the
principal and interest components thereof, in accordance with the Sublease Payment Schedules set
forth in Exhibits D and E, all Additional Rental Payments and the interest thereon, and all amounts
payable under the Facility Lease Agreement and the interest thereon (including any advances of Base
'Rental Payments under the Facility Lease Agreement), or (ii) Defeasance Obligations in such
amount as will, in the opinion of an Independent Accountant, together with interest to accrue
thereon and, if required, all or a portion of money or Defeasance Obligations then on deposit and
interest earnings thereon in the Interest Fund, the Principal Fund, the Prepayment Fund, the.
Reserve Fund and the Insurance and Condemnation Proceeds Fund, be fully sufficient to pay or
repay all unpaid Sublease Payments on or before their respective Payment Dates, all Additional
Rental Payments and the interest thereon and all amounts payable under the Facility Lease
Agreement and the interest thereon (including any advances of Base Rental Payments under the
-Facility Lease Agreement); or (b) in-the-case of a security-deposit relating to a portion` of - the
Sublease Payments, a certificate of.the_City and the County designating:--the portion .of the Sublease,_
Payments to which the deposit pertains, and either (i) an amount which is sufficient to pay the
portion of the Sublease Payments designated in such certificate, including the principal and interest
components thereof, or (ii) Defeasance Obligations in such amount as will, together with interest to.
be received thereon, if any, in the opinion of an Independent Accountant, be fully sufficient to pay,
the portion of the Sublease Payments designated in the -aforesaid certificate.
In the event of a deposit pursuant to this section to secure the payment of all
Sublease Payments and the interest thereon, all Additional Rental Payments and the interest thereon,
and all amounts payable under the Facility Lease Agreement and the interest thereon (including any
advances of Base Rental Payments under the Facility Lease Agreement) and if all Certificates are
fully paid or deemed fully paid, in accordance with Article X of the Trust Agreement, all obligations
of the City and the County hereunder shall cease and terminate, excepting only the obligation of the
City and the County to make, or cause to be made, all payments from the deposit made by the City
and the County pursuant to this section and title to the Premises shall be transferred as set forth in
Section 12.01 herein.
Section 16.02. Mandatory Prepayment From Net Proceeds.

The City and the
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County shall prepay or be deemed to have prepaid the Sublease Payments in whole or in part on
any date on which the Certificates are subject to prepayment pursuant to Section 4.01 of the Trust
Agreement, in the manner set forth in Section 4.01 of the Trust Agreement from any Net Proceeds
pursuant to Article IX hereof, Section 3.03 of the Trust Agreement and Section 4.01 of the Trust
Agreement.
ARTICLE XVII
MISCELLANEOUS
Section 17.01. Notices. All notices herein required (i) shall be given not later than
the date required hereunder, (u) shall be signed by an appropriate officer or other representative, (iii)
shall be addressed to the applicable party at its Notice Delivery Address and (iv) shall be considered
as properly given (A) if delivered in person, (B) if sent prepaid by a nationally recognized overnight
delivery service, (C) if overnight delivery services are not readily available, if. mailed by first class
United States mail, postage prepaid or (D) if sent by prepaid telegram or facsimile copy and receipt
tliereof confirmed. Notice so given- shall be effective upon receipt by the addressee, provided,
however, that if any notice is tendered to an addressee and the delivery thereof is refused by such
addressee, such notice shall be effective upon such tender.
The Authority, the City and the County, by notice given to all of the Notice Delivery
Addresses, may designate a' different Notice Delivery Address to which subsequent notices,
certificates or other communications will be sent.
Section 17.02. Binding Effect. This Sublease Agreement shall inure to the benefit
of and shall be binding upon the Authority, the City and the County and their respective successors
and assigns.

Section 17.03. Severbilitv. In the event any provision of this Sublease Agreement
shall be held invalid or unenforceable by any court 'of competent jurisdiction, such holding shall notinvalidate or render unenforceable any other. provisions hereof._
Section 17.04. Amendments. The Authority; the City and the County will -not alter,
modify or cancel, or agree or consent to alter, modify or cancel this Sublease Agreement without the
prior written consent of Ambac Assurance, the written approval of the. Trustee and subject to any
restrictions contained in the Trust Agreement.
Section 17.05. Triple Net Lease. This Sublease Agreement shall be deemed and
construed to be a"triple-net lease" and the City and the County hereby agree, that the Rental
Payments provided for herein shall be an absolute net return to the Authority, free and clear of all
expenses, charges or. set-off whatsoever, and notwithstanding any dispute between the Authority
and the City and the County, the City and the County shall not withhold any rental payments
pending the final resolution of such dispute.
Section 17.06. Further Assurances and Corrective Instruments. The Authority, the
City and the County agree that they will, from time to time, execute, acknowledge and deliver, or
cause to be executed, acknowledged and delivered, such supplements hereto and such further
instruments as may reasonably be required for correcting any inadequate or .incorrect description of
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the Premises hereby leased or intended so to be, evidencing the transfer of title to the Premises
pursuant to Section 12.01 of this Sublease Agreement, or for carrying out the expressed
intentions hereof.
This Sublease Agreement may be
Section 17.07. Execution in Counterparts.
simultaneously executed in several counterparts, each of which shall be an original and all of which
shall constitute but one and the same instrument.
Section 17.08. Applicable Law; Venue. This Sublease Agreement shall be governed
by and construed in accordance with the laws of the State. Any action or proceeding to enforce. or
interpret any provision in this Sublease Agreement shall be brought, commenced or prosecuted in
Sacramento County, California.
Section 17.09. Third Party BeneficiM. Each of the Trustee and Ambac Assurance
is an express and intended third party beneficiary under this Sublease Agreement.
Section 17.10. Waiver of Personal Liability. No officer, agent or employee of the
City or the County shall be individually or personally liable for the payment of Sublease Payments or
Additional Rental Payments hereunder; but nothing herein contained shall relieve any such person
from the performance of any official duty provided herein.

Section 17.11. Certain Provisions Relating to Ambac Assurance. (a) If the Ambac
Assurance is in default under the Financial Guaranty Insurance Policy, any provision herein
requiring the Ambac Assurance's approval or consent shall be of no force and effect.
Any reorganization or liquidation plan with respect 'to the City or County
(b)
must be acceptable to the Ambac Assurance. In the event of any reorganization or liquidation, the
Ambac Assurance shall have.the right to vote on behalf of all Owners absent a default by the
Ambac Assurance under the Financial Guaranty Insurance Policy.
TheCityand.Countywill perrrutthe:.Ambac Assurance to-discuss the. affairs,
(c)
finances and. accounts of the City and County, re'spectively, or any information the' Arnbac
Assurance may reasonably request regarding the security for the Certificates with appropriate
officers of the City and County, respectively. The City and County will permit the Arnbac
Assurance to have access to the Project and have access to and to make copies of all books and
records relating to the Certificates at any reasonable time.
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IN WITNESS WHEREOF, the Authority has executed this Sublease Agreement
in its name and the City and the County have caused this Sublease Agreement to be executed in its
respective names all as of the date first above written.

SACRAMENTO REGIONAL ARTS
FACILITIES FINANCING AUTHORITY
By
Authorized Representative

CITY OF SACRANIENTO

By
Authorized Representative
Attest:

Clerk

Approved as to Form:

Assistant City Attorney
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COUNTY OF SACRAMENTO

By
f

Authorized Representative
Attest:

Clerk

Approved as to Form:

Deputy County Counsel
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EXHIBIT A
MASTER LIST OF DEFINITIONS
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EXHIBIT B
DESCRIPTION OF SITES

The Sites are all of that certain real property situated in the County of Sacramento,
State of California, described as follows:
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EXHIBIT C
DESCRIPTION OF PROJECT

Description of G Street Project
CMT has been operating the Music Circus since 1951. The G Street Project consists
of all new construction.
The existing structure used by CMT at the G Street Site is a temporary, 2,450-seat
theatre-in-the-round canvas tent, which is set up and taken down each season. This theatre will be
replaced by a permanent 2,200 seat theatre-in-the-round, to be named the Wells Fargo Pavilion.
The new theater will be a permanent, 55-foot-high conventional structure except for the roof
system, which will be made of the same Teflon coated fiberglass fabric as the new Denver Airport.
The theatre will be insulated to maintain a comfortable climate, interior lighting and minimize noise
emission outside the theatre facility. The proposed theater would be located in the same footprint
as the temporary facility.
The new theatre will also feature permanent, unobstructed view theatre seating and
an enclosed lobby which will provide access to the restrooms and concession stands. The current
portable restrooms will be replaced by permanent facilities, which will more than double the number
of restrooms. The theatre will be fully enclosed and air conditioned, which will increase
performance capability. Upgrades to lighting and sound are also included. Currently, there are five
temporary concession areas. Four of the five concession areas have water hookups. Four of the
concessions are outdoors, and one is located. indoor. These concession stands would all be replaced
as part of the G Street Project, and all would be connected to the City's water system.

Description of H Street Project
CMT and the Sacramento Theatre Company ("STC') currently share occupancy of
the H Street Site. CMT operates a musical venue during the late summer months, in a large,
temporary tent structure on the G Street Site, and uses the H Street Site for support. At this time,
the tent is set up and taken down every season. STC operates live performances in two theaters, the
Main Stage and Stage 2, that are part of a number of existing theater related buildings on the H
Street Site. STC has been operating since 1943. STC's live stage performances at the Main Stage
and Stage 2 theaters are presented annually from September to May.
In order to address the needs of STC, the H Street Site will undergo a combination
of new construction and renovation.
The new construction includes the development of an existing gravel lot into a new
entry plaza with a water feature and new box office. The entrance will be shared by both STC and
CMT. The box office will also be shared by both STC and CMT. In addition, there will be a
landscaped garden lobby and an expanded lobby for the existing main stage. New dressing rooms
and additional second floor administrative office space will also be built to support STC operations.
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The H Street Site renovations will improve the courtyard area, including the
conversion of the existing entry into an enclosed Stage 2 lobby with new restroom facilities. In the
Main Stage, there will be new theatre seats and risers, a new lighting grid and a lobby renovation that
will also include an increase-in-restroorn facilities. Throughout the H,Street Site there will be
upgrades and improvements to the electrical and HVAC systems.
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EXHIBIT D
CITY SUBLEASE PAYMENT SCHEDULE

Due Date(')

(1)

Total City
Sublease Payment

Amount
Attributable
to Principal

Amount
Attributable
to Interest

Pursuant to Section 6.01, City Sublease Payments are payable on February 15 and August 15
next preceding their respective due dates.
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EXHIBIT E
COUNTY SUBLEASE PAYMENT SCHEDULE

Due Date(1)

(1)

Total County
Sublease Payment

Amount
Attributable
to Principal

Amount
Attributable
to Interest

Pursuant to Section 6.01, County Sublease Payments are payable on February 15 and August
15 next preceding their respective due dates.
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Recording Requested By And
When Recorded Mail To:

OH&S
DRAFT # 6
7/3/02

City of Sacramento
c/o Orrick, Herrington & Sutcliffe Up
400 Capitol Mall, Suite 3000
Sacramento, California 95814
Attention: Lina M. Thoreson, Esq.

(Space above this line for Recorder's Use)
Pursuant to Section 27383 of the Government Code of the State of California, recording of this
document is exempt from any fees charged by the Recorder.

THE UNDERSIGNED GRANTOR(S) DECLARE(S):
-0- (short term lease)
DOCUMENTARY TRANSFER TAXIS $
computed on full value of interest or property conveyed, or
computed on full value less value of liens or encumbrances remaining at time to sale.
SITE LEASE AGREEMENT II

by and among the

CITY OF SACRAMENTO AND COUNTY OF SACRAMENTO,
as lessors,
and the
SACRAMENTO REGIONAL ARTS FACILITIES FINANCING AUTHORITY,
aslessee

Dated as of August 1, 2002

RELATING TO $
SACRAMENTO REGIONAL ARTS FACILITIES FINANCING AUTHORITY
SERIES 2002 CERTIFICATES OF PARTICIPATION
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SITE LEASE AGREEMENT II
This SITE LEASE AGREEMENT II (this "Site Lease Agreement II"), dated as of
August 1, 2002, by and between the CITY OF SACRAMENTO, a municipal corporation and
charter city organized and existing under the laws of the State of California (the "City"), and the
COUNTY OF SACRAMENTO, a political subdivision organized and existing under the laws of the
State of California (the "County"),. as tenants-in-common, as lessors, and the SACRAMENTO
REGIONAL ARTS FACILITIES FINANCING AUTHORITY, a joint exercise of powers
authority organized and existing under the laws of the State of California (the "Authority"), as lessee;

WITNESSETI-L•
WHEREAS, the Authority intends to assist in the financing and refinancing of the
acquisition, construction, improvement, renovation and equipping of certain theatre facilities (the
"Project") located at 1419 H Street, Sacramento, California (as more particularly defined herein, the
"H Street Site") and 1422 G Street, Sacramento, California (the "G Street Site," and together with
the H Street Site, the "Sites") by delivering those certain Certificates of Participation, Series 2002
(the "Certificates") pursuant to that certain trust agreement, dated as of August 1, 2002 (the "Trust
Agreement"), by and among the Authority, the City, the County and BNY Western Trust Company,
as trustee (the "Trustee"); and WHEREAS, the California Musical Theatre, a nonprofit public benefit corporation
organized and existing under the laws of the State of California ("CMT"), intends to lease the G
Street Premises (as defined in the Site Lease Agreement I, defined below) to the Authority pursuant
to that certain site lease agreement, dated as of August 1, 2002 (the "Site Lease Agreement I," and
together with this Site Lease Agreement II, the "Site Lease Agreements"), by and between CMT and
the Authority; and
WHEREAS, the City and the County intend to lease the H Street Premises (as
defined in this Site Lease Agreement II) to the Authority pursuant to this Site Lease Agreement II;
and
WHEREAS, the Authority intends to lease the G Street Premises and the H Street
Premises (together, the "Premises") to the City and the County, as tenants-in-common, pursuant to
that certain sublease agreement, dated as of August 1, 2002 (the "Sublease Agreement"), by and
among the City, the County and the Authority, and
WHEREAS, the City and the County, as tenants-in-common, intend to lease the
Premises to CMT pursuant to that certain facility lease agreement, dated as of August 1, 2002 (the
"Facility Lease Agreement"), by and among the City, the County and CMT; and
WHEREAS, under the Facility Lease Agreement, CMT will be obligated to make,
among other payments, Base Rental Payments (as defined in the Facility Lease Agreement) in an
amount equal to debt service with respect to the Certificates; and
WHEREAS, under the Sublease Agreement, the City and the County will be
obligated to make, among other payments, Sublease Payments (as defined in the Sublease
Agreement) in an amount equal to debt service with respect to the Certificates; and
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WHEREAS, the obligations of the City and the County to pay the Sublease
Payments under the Sublease Agreement will be credited (subject to the provisions of the Sublease
Agreement) to the extent that the Trustee receives Base Rental Payments from CMT under the
Facility Lease Agreement and deposits such amounts in the Interest Fund and the Principal Fund
under the Trust Agreement, and to the extent that Base Rental Payments received under the Facility
Lease Agreement are insufficient to pay debt service with respect to the Certificates, the City and the
County will pay any deficiency in the proportion of fifty percent (50%) each; and
WHEREAS, all acts, conditions and things required by law to exist, to have
happened and to have been performed precedent to and in connection with the execution and
delivery of this Site Lease Agreement II do exist, have happened and have been performed in
regular and due time, form and manner as required by law, and the parties hereto are now duly
authorized to execute and enter into this Site Lease Agreement II;

NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND OF
THE MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR
OTHER VALUABLE CONSIDERATION, THE PARTIES HERETO. HEREBY AGREE AS
FOLLOWS:
SECTION 1. Definitions.
The terms defined in Exhibit A, attached hereto and by this reference incorporated
herein and made, a part hereof, shall for all purposes hereof have the. meanings ascribed to them
therein, unless the context clearly requires some other meaning.
SECTION 2. Lease of Premises.

The City and the County hereby lease to the Authority and the Authority hereby
leases from the City and the County, on- the terms and conditions hereinafter set forth, the real
property situated in the County of Sacramento, State of California, and described in Exhibit B
attached hereto and by this reference incorporated herein and made a part hereof (the "H Street
Site"), together with the improvements thereon as described in Exhibit C attached "hereto and by
this reference incorporated herein and made a part hereof (the "H Street Project," and together with
the H Street Site, the "H Street Premises").
SECTION 3. Term.
The term of this Site Lease Agreement II shall commence on the Closing Date and
shall end on September 1, 20_ unless such term is extended or sooner terminated as hereinafter
provided. If on September 1, 20_, the Certificates are Outstanding under the Trust Agreement, or
if the amounts payable under the Facility Lease Agreement shall not be fully paid or deemed fully
paid in accordance with the Facility Lease Agreement, then the term of this Site Lease Agreement II
shall continue on a month-to-month basis until the Certificates are no longer Outstanding under the
Trust Agreement and the amounts .payable under the Facility Lease Agreement shall be fully paid or
deemed fully paid in accordance with the Facility Lease Agreement. If prior to September 1, 20_,
the Certificates are no longer Outstanding under the Trust Agreement and the amounts payable
under the Facility Lease Agreement shall be fully paid or deemed fully paid pursuant to the Facility
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Lease Agreement, the term of this Site Lease Agreement II shall thereafter end and title to the
H Street Premises shall be transferred as set forth in Section 10 hereof. In no event shall the term
of this Site Lease Agreement II exceed the limits provided. by law.
SECTION 4. Rental.
The Authority shall pay to the City and the County as and for rental hereunder the
sum of $1.00.
SECTION 5. Pu ose.
The Authority shall use the HStreet Premises solely for the purpose of leasing the H
Street Premises to the City and the County pursuant to the Sublease Agreement and for such
purposes as maybe incidental thereto, and the parties hereto acknowledge and consent that the City
and the County shall use the H Street Premises solely for the purpose of leasing the H Street
Premises to CMT pursuant to the Facility Lease Agreement, provide d, that in the event of default by
the City and the County under the Sublease Agreement the Authority may exercise the remedies
provided in the Sublease Agreement.
SECTION 6. Warranties of the City and the County.

The City and the County covenant and warrant to the Authority that the City and the
County. have the power and authority to enter into, execute and deliver each of the Financing
Agreements to which each is a party, and to perform all of their duties and obligations thereunder,
and have duly authorized the execution and delivery of each of the Financing Agreements to which
each is a party.
SECTION 7. Warranties of the Sacramento Regional Arts Facilities Financing
Authori .

The Authority covenants and warrants to the City and the County that the Authority
has the power and authority to enter into, execute and deliver each of the Financirig'Agreements to
which it is a party, and to perform all of its duties and obligations thereunder, and has duly
authorized the execution and delivery of each of the Financing Agreements to which it is a party.
SECTION 8. Assignments and Subleases.

The Authority may not assign its rights under this Site Lease Agreement II or sublet
the H Street Premises, except pursuant to the Sublease Agreement, the Facility Lease Agreement
and the Trust Agreement.
SECTION 9. Right of
The Authority agrees that the City and the County shall have the right at all
reasonable times to enter upon and to examine and inspect the H Street Premises. The Authority
further agrees that the City and the County shall have such rights of access to the H Street Premises
as may be reasonably necessary to cause the proper maintenance of the H Street Premises in the
event of failure by the Authority to perform its obligations hereunder.

CADocuments and Settings\aslUbly Documents\DOCSSCt-#278599-v7Site_L.ease_II_between_City_and_County_of Sacramento_and_JPA_for_Sacramento_Theatre_COPS_Financing.DOC

5

SECTION 10. Title to Premises During Term; Title to Premises Upon Termination.
So long as this Site Lease Agreement II remains in effect, the Authority shall have

leasehold title to the H Street Premises or the applicable portions or items thereof, and any and all
improvements, repairs, replacements or modifications thereto. The City and the County shall not
have any right, title or interest in the H Street Premises or any portion or item thereof, in any
additions, improvements, repairs, replacements or modifications thereto, except as expressly set
forth in this Site Lease Agreement II.
The parties hereto agree, upon the termination of this Site Lease Agreement II (upon
expiration of its term or earlier termination in accordance with its terms) that fee title to the H.Street
Premises shall automatically transfer and vest in the Authority.
SECTION 11. Default.
In the event the Authority shall be in default in the performance of any obligation on
its part to be performed under the terms of this Site Lease Agreement II, which default continues
for thirty (30) days following written notice and demand for correction thereof to the Authority, the
City and the County may exercise any and all remedies granted by law (and agreed to by both the
City and the County pursuant to the City and County Tenancy in Common Agreement), except that
no merger of this Site Lease Agreement II and of the Sublease Agreement or the Facility Lease
Agreement shall be deemed to occur as a result thereof; provided, that the City and the County shall
have no power to terminate this Site Lease Agreement II by reason of any default on the part of. the
Authority if such termination would affect or impair any assignment or sublease of all or any part of
the H Street Premises then in effect between the Authority and any assignee or subtenant of the
Authority or its assignees. So long as any such assignee or subtenant.of the Authority shall duly
perform the terms and conditions of this Site Lease Agreement II and of its then existing sublease (if
any), such assignee or subtenant shall be deemed to be and shall become the tenant of the City and
the County hereunder and shall be entitled to all of the rights and privileges granted under any such
assignment; provided, that so long as any Certificates are Outstanding under the Trust Agreement,
the rentals or any part thereof payable to the Trustee shall continue to be paid to the Trustee. SECTION 12. Quiet Enjoyment.

The City and the County covenant and agree that the Authority at all times during
the term of this Site Lease Agreement II shall peaceably and quietly have, hold and enjoy all of the
H Street Premises.
SECTION 13. Maintenance, Utilities, Taxes, Assessments and Insurance.

The Authority covenants and agrees to: (1) maintain or cause to be maintained the
H Street Premises, (2) pay or cause to be paid all utilities and any and all assessments of any kind or
character and also all taxes, including possessory interest taxes, levied or assessed upon the H Street
Premises (including both land and improvements) and (3) obtain and maintain, or cause to be
obtained and maintained, insurance policies and coverages as described in Section 9.01 of the
Facility Lease Agreement.
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SECTION 14. Damage and Destruction; Eminent Domain; Tide Insurance.

If the H Street Premises are destroyed (in whole or in part) or are damaged
(a)
by fire or other casualty, the parties hereto agree that the Net Proceeds of any insurance claim (other
than business interruption insurance pursuant to Section 9.01(b) of the Facility Lease Agreement)
shall constitute the property of the Authority and the Authority hereby agrees to pay all such
amounts to the Trustee for deposit in the Insurance and Condemnation Proceeds Fund and
application as set forth in Section 3.03 of the Trust Agreement. The parties hereto also agree that
the Net Proceeds of any business interruption insurance pursuant to Section 9.01(b) of the Facility
Lease Agreement shall constitute the property of the Authority and the Authority hereby agrees to
pay all such amounts to the Trustee for deposit in the Interest Fund and Principal Fund and
application as set forth in Section 5.02 of the Trust Agreement.
If the H Street Premises shall be taken (in whole or in part) under the power
(b)
of eminent domain or sold to a Governmental Authority (including the City or the County)
threatening to exercise the power of eminent domain, the parties hereto agree that the Net Proceeds
shall constitute the property of the Authority and the Authority hereby agrees to pay all such
amounts to the Trustee for deposit in the Insurance and Condemnation Proceeds Fund and
application as set forth in Section 3.03 of the Trust Agreement.
The parties hereto agree that the Net Proceeds of any title insurance award.
(c)
shall constitute the property of the Authority and the Authority hereby agrees to pay all such
amounts to the Trustee for deposit in the Insurance and Condemnation Proceeds Fund and
application as set forth in Section 3.03 of the Trust Agreement.
(d)
The parties hereto agree that the Authority shall proceed promptly and
diligently to prosecute in good faith the settlement or compromise of any and all claims for Net
Proceeds.
SECTION 15. Partial Invaliditv:
If any one or more of the terms, provisions, covenants or conditions of this Site
Lease Agreement II shall to any extent be declared invalid, unenforceable, void or voidable for any
reason whatsoever by a court of competent jurisdiction, the finding or order or decree of which
becomes final, none of the remaining terms, provisions, covenants and conditions of this Site Lease
Agreement II shall be affected thereby, and each provision of this Site Lease Agreement II shall be
valid and enforceable to the fullest extent permitted bylaw. ,
SECTION 16. Notices.
All notices herein required (i) shall be given not later than the date required
hereunder, (ii) shall be signed by an appropriate officer or other representative, (iii) shall be
addressed to the applicable party at its Notice Delivery Address and (iv) shall be considered as
properly given (A) if delivered in person, (B) if sent prepaid by a nationally recognized overnight
delivery service, (C) if overnight delivery services are not readily available, if mailed by first class
United States mail, postage prepaid or (D) if sent by prepaid telegram or facsimile copy and receipt
thereof confirmed. Notice so given shall be effective upon receipt by the addressee, provide d, that
if any notice is tendered to an addressee and the delivery thereof is refused by such addressee, such
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notice shall be effective upon such tender.
The Authority, the City and the County, by notice given to all of the Notice Delivery
Addresses, may _designate a different , Notice Delivery Address to which subsequent notices,
certificates or other communications shall be sent.
SECTION 17. Headings.
All section headings contained herein are for convenience of reference only and are
not intended to define or limit the scope of any provision of this Site Lease Agreement II.
SECTION 18. Execution.

This Site Lease Agreement II may be executed in any number of counterparts, each
of which shall be deemed to be an original, but all together shall constitute but one and the same
Site Lease Agreement II. It is also agreed that separate counterparts of this Site Lease Agreement II
may separately be executed by the City, the County and the Authority, all with the. same force and
effect as. though the same counterpart had been executed by the City, the County and the Authority.
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IN WITNESS WHEREOF, the City, the County and the Authority have caused
this Site Lease. Agreement II to be executed by their respective officers thereunto duly authorized,
all as of the day and year first above written.

CITY OF SACRAMENTO
By.
Authorized Representative
Attest:

Clerk
Approved as to Form:
.

Assistant City Attorney

COUNTY OF SACRAMENTO
By.
Authorized Representative
Attest:

Clerk Approved as to Form:

Deputy County Counsel

SACRAMENTO REGIONAL ARTS FACILITY
FINANCING AUTHORITY
By
Authorized Representative
Attest:
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EXHIBIT A
MASTER LIST OF DEFINITIONS
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EXHIBIT B
DESCRIPTION OF H STREET`SITE

The H Street Site is all of that certain real property situated in the County of
Sacramento, State of California, described as follows:
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EXHIBIT C
DESCRIPTION OF H STREET PROJECT

CMT and the Sacramento Theatre Company ("STC') currently share occupancy of
the H Street Site,. CMT operates a musical venue during the late summer months, in a large,
temporary tent structure on the G Street Site, and uses the H Street Site for support. At this time,
the tent is set up and taken down every season. STC operates live performances in two theaters, the
Main Stage and Stage 2, that are part of a number of existing theater related buildings on the
H Street Site. STC has been operating since 1943. STC's live stage performances at the Main Stage
and Stage 2 theaters are presented annually from September to May.
In order to address the needs of STC, the H Street Site will undergo a combination
of new construction and renovation.
The new construction includes the development of an existing gravel lot into a new
entry plaza with a water feature and new box office. The entrance will be shared by both STC and
CNVI'I". The box -office will also be shared by both STC and CM`I". In addition, there will be a
landscaped garden lobby and an expanded lobby for the existing main stage. New dressing rooms
and additional second floor administrative office space will also be built to support STC operations.
The H Street Site renovations will improve the courtyard area, including - the
conversion of the existing entry into an enclosed Stage 2 lobby with new restroom facilities. In the
Main Stage, there will be new theatre seats and risers, a new lighting grid and a lobby renovation that
will also include an 'increase in restroom, facilities. Throughout the H Street Site there will be'
upgrades and. improvements to the electrical and HVAC systems.
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