City Council Report
915 I Street, 1st Floor
Sacramento, CA 95814
www.cityofsacramento.org

File ID: 2018-01177

August 28, 2018

Consent Item 19

Title: Agreement with Jones Hall for Bond-Counsel Services and Stradling Yocca
Carlson & Rauth for Disclosure-Counsel Services in Connection with Renovation
of the Convention Center Complex
Location: Citywide
Recommendation: Pass a Motion: 1) approving the attached Agreement for Legal Services
with Jones Hall, A Professional Law Corporation, and Supplement Nos. 1, 2, and 3 to that
agreement, all of which pertain to bond-counsel services in connection with renovating the
Convention Center Complex; 2) approving the attached Disclosure-Counsel Agreement with
Stradling Yocca Carlson & Rauth, a California professional corporation; and 3) authorizing the
City Attorney or her designee to sign and deliver the agreements and supplements on the
City’s behalf.
Contact: Joseph Cerullo, Senior Deputy City Attorney, (916) 808-5346, Office of the City
Attorney
Presenter: Not applicable
Attachments:
1-Description/Analysis
2-Agreement for Legal Services
3-Supplement No. 1 to Agreement for Legal Services
4-Supplement No. 2 to Agreement for Legal Services
5-Supplement No. 3 to Agreement for Legal Services
6-Disclosure-Counsel Agreement

Susana Alcala Wood, City Attorney

Mindy Cuppy, City Clerk
Howard Chan, City Manager

John Colville, City Treasurer
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Description/Analysis
Issue Detail: On June 19, 2018, the City Council approved the Sacramento Convention
Center Renovation and Expansion Project (the “Project”). To meet most of the Project’s
financing needs, the City intends, later this year, to issue revenue bonds that will be backed by
the City’s transient-occupancy tax (the “TOT Bonds”). The City Attorney’s Office and the City
Treasurer’s Office have selected Jones Hall, A Professional Law Corporation, to serve as bond
counsel for the TOT Bonds and Stradling Yocca Carlson & Rauth (“Stradling”) to serve as
disclosure counsel.
Attached are the Agreement for Legal Services between the City and Jones Hall (the “Jones
Hall Agreement”); Supplement Nos. 1, 2, and 3 to the Jones Hall Agreement; and the
Disclosure-Counsel Agreement between the City and Stradling (the “Stradling Agreement”).
Here are the key provisions of the Jones Hall Agreement:
•

•

•

•
•
•

•

Jones Hall will provide the City with the full range of bond-counsel services, e.g., assist
the City’s staff in formulating and implementing a financing plan for the Project, drafting
and reviewing the documents required to issue the TOT Bonds, and providing an
opinion regarding the tax-exempt status of the TOT Bonds.
Jones Hall will not draft the “official statement” for the TOT Bonds or any other
disclosure documents. Nor will Jones Hall provide business or financial advice or weigh
in on the desirability of issuing the TOT Bonds or incurring any other debt for the
Project.
For each series of TOT Bonds (or other debt obligation), the City and Jones Hall will
enter into a supplement to the Jones Hall Agreement. Each supplement not only will
incorporate the terms of the Jones Hall Agreement but also will identify the services
Jones Hall will provide and the compensation the City will pay Jones Hall for those
services.
The total compensation under the Jones Hall Agreement and all supplements is capped
at $650,000.
The Jones Hall Agreement authorizes the City Attorney to approve supplements for
$100,000 or less; the City Council must approve supplements for more than $100,000.
Unless a supplement provides otherwise, the City’s obligation to pay Jones Hall’s fees
is entirely contingent on the successful issuance and sale of the TOT Bonds, and the
fees will be paid exclusively from the proceeds of TOT Bonds.
The City may terminate the Jones Hall Agreement by giving written notice to Jones Hall
and paying all then-outstanding fees.
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Supplement No. 1 to the Jones Hall Agreement covers Jones Hall’s services in connection with
the issuance of two series of TOT Bonds with a total principal amount of approximately $300
million. Jones Hall’s fees will be calculated using a sliding scale but will not exceed $400,000;
the fees will be paid on a contingent basis, exclusively from proceeds of the TOT Bonds.
Supplement No. 2 covers Jones Hall’s services in connection with forming the Sacramento
Tourism Infrastructure District, or STID, which will impose business assessments that can be
pledged as additional security for one series of the TOT Bonds. (The assessments will offset
the cost of constructing a new ballroom.) Jones Hall will also assist the City with a judicial
action to validate the assessment and the TOT Bonds for which they are pledged. Jones Hall’s
fees will be $15,000 for work on formation and $25,000 for work on an uncontested validation
action; if the judicial-validation action is contested, then Jones Hall’s fees will be based on time
actually worked, calculated at hourly rates of $400 and $450. The fees under this supplement
are not contingent and will be paid from available General Fund (Fund 1001) resources in the
Community Center Improvement Project (M17100000), which will be reimbursed from
proceeds of the TOT Bonds or the STID assessments if and when the bonds are issued or the
assessments levied.
Supplement No. 3 covers Jones Hall’s services in connection with work on a TOT-funded loan
from the California Infrastructure Bank. Jones Hall’s fee, $12,000, is contingent and will be
paid from proceeds of the first series of TOT Bonds.

Here are the key provisions of the Stradling Agreement:
•

•
•

•
•
•
•

Stradling will prepare the disclosure documents required by federal securities law,
including the preliminary official statement, the final official statement, and the
continuing-disclosure certificate.
Stradling will provide to the City and the underwriters the required 10b-5 letter regarding
the official statement.
Stradling will attend meetings and participate in telephone conferences with respect to
the TOT Bonds, will review legal documents relating to the TOT Bonds, and will provide
City staff with disclosure training.
Stradling will not provide business or financial advice or weigh in on the desirability of
issuing the TOT Bonds or incurring any other debt for the Project.
Stradling’s services will not include work related to the issuance of revenue bonds
backed by a combined pledge of TOT and special assessments levied within the STID.
The total compensation under the Stradling Agreement is capped at $80,000.
The City’s obligation to pay Stradling’s fees is entirely contingent on the successful
issuance and sale of the TOT Bonds, and the fees will be paid exclusively from the
proceeds of TOT Bonds.
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Policy Considerations: The services of experienced bond counsel and disclosure are critical
to the successful issuance and sale of the TOT Bonds. Jones Hall and Stradling have the
requisite experience and expertise. Since 1978, Jones Hall has assisted California cities,
counties, school districts, housing authorities, special districts, and other public agencies in
financing public infrastructure through a legal practice devoted exclusively to municipal-bond
law. Stradling has served as the City’s disclosure counsel on many bond transactions,
including the lease-revenue bonds for the Golden 1 Center, wastewater-revenue bonds, and
water-revenue bonds.
Economic Impacts: None.
Environmental Considerations: CEQA does not apply. Approval of staff’s recommendation
is not a “project” subject to CEQA because it (a) has no potential to cause a significant effect
on the environment and (b) concerns government fiscal activities that do not involve any
commitment to any specific project that may result in a potentially significant physical impact
on the environment. (Cal. Code Regs., tit. 14, §§ 15061(b)(3) and 15378(b)(4).) Even if CEQA
did apply, issuance of the TOT Bonds relates to the Project, for which the City certified an
environment-impact report on June 19, 2018.
Sustainability: Not applicable.
Commission/Committee Action: Not applicable.
Rationale for Recommendation: As noted above, the services of experienced bond counsel
and disclosure counsel like Jones Hall and Stradling are critical to the successful issuance and
sale of the TOT Bonds.
Financial Considerations: The City’s obligation to pay Jones Hall’s and Stradling’s fees is
entirely contingent on the successful issuance and sale of the TOT Bonds, and the fees will be
paid exclusively from the proceeds of TOT Bonds , except as follows: the fees owed under
Supplement No. 2 to the Jones Hall Agreement are not contingent and will be paid from
available General Fund (Fund 1001) resources in the Community Center Improvement Project
(M17100000), which will be reimbursed from proceeds of the TOT Bonds or the STID
assessments if and when the bonds are issued or the assessments levied.
Local Business Enterprise (LBE): Not applicable
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AGREEMENT FOR LEGAL SERVICES

Renovation of Sacramento Convention Center Complex
This Agreement for Legal Services, dated August 1, 2018,for identification, is between the
CITY OF SACRAMENTO, a California municipal corporation and chartered city (the "City") and
JONES HALL, A PROFESSIONAL LAW CORPORATION ("Jones Hall").
Background

The City is proceeding to construct various improvements to its Convention Center
Complex, consisting generally of the Sacramento Community Center Theater, the Sacramento
Memorial Auditorium, and the Sacramento Convention Center (the "Project"). The City intends
to issue, sell, and deliver, or otherwise to enter into, several obligations to finance the Project
(each an "Obligation," and collectively the "Obligations"), such as one or more series of
revenue bonds ("Bonds"), notes (including commercial-paper notes), certificates, debentures,
installment-purchase agreements, and leases. The Obligations may be secured by a pledge of,
and be payable from, any combination of legally available revenues, including transientoccupancy taxes levied in the City and special assessments levied within a property-and
business-improvement district formed in the City.

In connection with the Obligations, the City requires the services of nationally recognized

bond counsel like Jones Hall. The scope of Jones Hall's services and related compensation with
respect to particular matters related to the Project and the Obligations will be set forth in one
or more supplements to this agreement(each, a "Supplement").

With these backgroundfacts In mind, the parties hereby agree asfollows:
1.

Attorney-Client Relationship. With respect to each series of Bonds or other Obligations
covered by this agreement, the City will be Jones Hall's client, and an attorney-client
relationship will exist between the City and Jones Hall from the date Jones Hall
commenced legal work on behalf of the City with respect to the Bonds or other
Obligations (regardless of the effective date or date of signature of this agreement or
any Supplement)through the Closing (defined in section 2.2(E)(2))for such Bonds or
other Obligations or the earlier termination of this agreement in accordance with section
9. In entering into this relationship, Jones Hall assumes the following: the other parties
to an Obligation will retain their own counsel as they deem necessary and appropriate to
represent their interests; and the other parties understand that Jones Hall represents

only the City in this transaction, is not counsel to any other party, and is not acting as an
intermediary among the parties. Jones Hall's services as bond counsel are limited to

those set forth in this agreement, and, by entering into this agreement,the City
acknowledges those limitations. Jones Hall's representation of the City will not affect
Jones Hall's responsibility to render an objective Bond Opinion (defined in section 2.2(E)
below).
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SUPPLEMENT NO.1 TO AGREEMENT FOR LEGAL SERVICES

Renovation of Sacramento Convention Center Compiex

This Supplement No. 1 to Agreement for Legal Services is for legal services provided in
connection with the matter described below. It supplements City Agreement No. 2018between the CITY OF SACRAMENTO and JONES HALL(the "Agreement"). Terms not defined
below have the meanings set forth in the Agreement.
1.

Matter Description: City of Sacramento 2018 TOT Revenue Bonds, Senior Series A

(Convention Center Complex); and City of Sacramento 2018 TOT Revenue Bonds,
Subordinate Series B (Convention Center Complex)(together, the "Obligations").
2.

Scope of Services:

2.1. Jones Hall shall serve as bond counsel for the Obligations and,to that end, shall
perform all of the services set forth in section 2.2 of the Agreement.
2.2. Jones Hall's duties under this Supplement do not include any of the excluded services
set forth in section 3 of the Agreement.
3.

Compensation:

3.1 For the legal services described in this Supplement,the City shall pay Jones Hall a fee
equal to the sum of the following, calculated for each series of the Obligations,
subject to section 3.2:

(A) 2.0% of the first $1,250,000 par amount of the applicable series (with a
minimum fee of $25,000); plus

(B) 1.0% of the principal amount of the applicable series in excess of $1,250,000,
but less than or equal to $5,000,000; plus

(C) 0.5% of the principal amount of the applicable series in excess of $5,000,000,
but less than or equal to $10,000,000; plus

(D) 0.125% of the paramount of the applicable series in excess of $10,000,000.
3.2 The maximum fee payable to Jones Hall under this Supplement is $400,000. This
maximum is based on the following: Jones Hall's understanding, as of the effective

date of this Supplement, of the terms, structure, size, and schedule of the financing
represented by the Obligations, which are expected to be issued in late 2018 with a
principal amount of approximately $300 million; the scope of services set forth in

section 2 of this Supplement; and the time Jones Hall anticipates devoting to the
financing. Jones Hall's fee may change if material changes in the structure or the
schedule of the financing occur or if unusual or unforeseen circumstances arise that

require a substantial increase in Jones Hall's time or responsibility. If Jones Hall
Supplement No. 1 to Agreement for Legal Services
|
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SUPPLEMENT NO.2 TO AGREEMENT FOR LEGAL SERVICES

Renovation of Sacramento Convention Center Compiex

This Supplement No. 2 to Agreement for Legal Services Is for legal services provided In
connection with the matter described In section 1 below. It supplements City Agreement No.
2018between the CITY OF SACRAMENTO and JONES HALL(the "Agreement"). Terms not
defined below have the meanings set forth In the Agreement.
1.

Matter Description: Formation and judicial validation of Sacramento Tourism
Infrastructure District No. 2018-04(the "STID"). As of the effective date of this

Supplement, the financing plan for the Project calls for the pledge of STID assessment
revenues to the payment of principal and Interest on Bonds that will also be supported by
the CIt/s transient-occupancy taxes; the plan does not call for the Issuance of Bonds that
are supported exclusively by STID assessment revenues. Jones Hall's legal services In
connection with the Issuance of Bonds backed by a pledge of STID assessment revenues

(e.g., the provision of a Bond Opinion) will be covered by a separate Supplement.
2.

Scope of Services:

2.1. Jones Hall shall perform all of the services set forth In section 2.2 of the Agreement
that relate to the matter described In section 1, with the following modifications:
(A) Jones Hall shall review and comment upon all resolutions and other documents

(Including the management district plan) drafted by the City or third parties In
connection with forming the STID and pledging STID assessment revenues to
Bonds Issued by the City.

(B) Jones Hall shall draft an ordinance that augments the Property and Business
Improvement District Law of 1994 so as to allow for the pledge of STID
assessment revenues to Bonds Issued by the City.

(C) Jones Hall shall draft all pleadings for Judicial validation of the STID formation
and of any Bonds for which the STID assessments are pledged. If the validation
action Is contested, then Jones Hall shall provide substantive advice on the

applicable law and validation proceedings to the City and Its chosen litigation
attorneys, who will be In charge of the procedural matters and court
appearances during the proceedings.

2.2. Jones Hall s duties under this Supplement do not Include any of the excluded services

set forth In section 3 of the Agreement or any services In connection with the appeal
of a Judgment In any Judicial validation action.
3.

Compensation:

3.1 For the legal services described In this Supplement,the City shall pay Jones Hall the
following fees:

Supplement No.2 to Agreement for Legal Services
|
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SUPPLEMENT NO.3 TO AGREEMENT FOR LEGAL SERVICES

Renovation of Sacramento Convention Center Complex

This Supplement No. 3 to Agreement for Legal Services is for legal services provided in
connection with the matter described below. It supplements City Agreement No. 2018between the CITY OF SACRAMENTO and JONES HALL(the "Agreement"). Terms not defined
below have the meanings set forth in the Agreement.

1.

Matter Description; One or more Installment Sale Agreements ("ISAs") between the City
and the California Infrastructure and Economic Development Bank ("IBank"), by which
IBank will loan the City a portion of the Project funds. The ISAs will be secured by the City's
transient-occupancy taxes on a parity basis with the Bonds the City issues to obtain the
majority of the Project funds.

2.

Scope of Services:

3.1. Jones Hall shall perform all of the services as set forth in section 2.2 of the

Agreement that relate to the IBank proceedings and the ISAs, with the following
modifications:

(A) Jones Hall shall review and comment upon all resolutions drafted by the City,
IBank, or third parties in connection with the City entering into ISAs and
pledging transient-occupancy tax to secure the ISAs.

(B) At the City's request, Jones Hall shall attend meetings with IBank staff and
participate in telephone conferences with IBank staff.

(C) Neither the IBank proceedings nor the ISAs entail the issuance of Bonds, so
Jones Hall is not required to provide a Bond Opinion in connection with the
IBank proceedings and the ISAs.

3.2. Jones Hall's duties under this Supplement do not include any of the excluded services
set forth in section 3 of the Agreement.
3.

Compensation:

3.1 For the services described in this Supplement,the City shall pay Jones Hall a fixed fee
of $12,000.

3.2 The fee set forth in section 3.1 is based on the following: Jones Hall's understanding
of the terms of, and the schedule for entering into, the ISAs; the scope of services set
forth under section 2 of this Supplement; and the time Jones Hall anticipates
devoting to the IBank proceedings and the ISAs. Jones Hall's fee may change if
material changes in the terms or the schedule of the IBank proceedings occur or if
unusual or unforeseen circumstances arise that require a significant increase in Jones
Hall s time or responsibility. If Jones Hall determines, at any time, that circumstances
require an adjustment of the foregoing fee, then Jones Hall may advise the City of
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