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Description/Analysis

Issue: At its meeting on May 26, 2011, the City Council requested an evaluation of the financial
feasibility of the ICON-Taylor proposal for an Entertainment and Sports Complex (ESC) at
the Downtown Railyards. In June 2011, the Mayor formed Think Big Sacramento, a
private coalition of regional civic and business leaders, with the primary objective to
develop revenue and financing options for the design and construction of the ESC. The
Think Big Sacramento Finance Committee has explored numerous financing options
since its establishment.

Separately, the City of Sacramento retained Barrett Sports Group to complete preliminary
market-demand analysis, a market-comparative analysis, and an analysis of potential
revenue and finance options. These analyses are set out in the attached Think Big
Sacramento Nexus Report. In preparing this report, Barrett received the
recommendations of the Think Big Sacramento Finance Committee and incorporated
financing methodologies that have been employed throughout the United States for ESCs
and other public facilities to provide a preliminary array of potential funding sources and
financing options.

The preliminary assessment of funding options identifies an array of financing that could
generate between $275 and $400 million. The options are broken down into three
general funding categories of Private, Public, and User/Beneficiaries. These three
categories are composed of several dozen potential revenue streams. In addition, the
report recommends further study of the City’s parking assets to determine the value of
event-parking revenue, the possible establishment of a parking district, and the feasibility
of entering into a public-private partnership to leverage the value of the City’s parking
assets. Each of these revenue and finance options comes with its own set of policy,
legal, and financial considerations.

Therefore, staff is seeking direction to further evaluate the proposed revenue and finance
options as outlined in the report. Each of the options will be reviewed to identify policy
considerations, legal issues, and processes required, as well as the feasibility of using of
the revenue streams for debt financing, with consideration of the impacts on the City’s
debt capacity and credit rating. This analysis would be completed cooperatively by the
City Manager’s staff, the City Attorney’s Office, and the City Treasurer’s Office.

The most immediate and critical analysis that needs to be completed is in reference to the
parking-enterprise recommendations in the report. Staff believes that further analysis of
the parking opportunity as recommended in the report needs to start immediately in order
to meet the compressed time schedule. If the parking opportunity proves to have
significant value and can be structured in a manner that serves the City, then it
significantly alters the ESC financing strategy. Staff intends to proceed under the City
Manager’s contracting authority to retain a consultant who has expertise in municipal
finance and parking; the consultant’s fees will be paid from City parking funds.
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Policy Considerations: The actions contemplated and described in this report are consistent
with City goals of job creation and economic development and with the direction provided
by the City Council at previous sessions.

Environmental Considerations: This report concerns activities that are exempt from the
California Environmental Quality Act (CEQA) under the CEQA Guidelines (14 Cal. Code
Reg. § 15000 et seq.) because they concern only feasibility or planning studies for
possible future actions the City Council has not approved, adopted, or funded These
activities will not have any significant effect on the environment, so they do not constitute
a "project." (CEQA Guidelines, §15061(b)(3) and §15262.)

Sustainability: None at this time.
Commission/Committee Action: Not applicable.
Rationale for Recommendation: Not applicable.

Financial Considerations: The financial considerations of the ESC funding options will
be examined at the Council meeting and in the reports attached to this report. As
referenced above, to further evaluate the potential value of the parking enterprise under
public-private operation, staff will use the City Manager’s contracting authority to retain a
consultant with expertise in municipal finance and parking.

Emerging Small Business Development (ESBD): None at this time.
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=
Executive Summary = BIG

SACRAMENTO

Entertainment and Sports Complex (ESC) will generate significant benefits
— Private sector will earn return on investment in ESC development and operation
—  Public sector will reap jobs, economic development, and general fund revenues

ESC can be funded via public-private partnership
— Private participation drawn from Kings and other private entities
— User participation generated from users and beneficiaries of ESC
— Public participation generated from multiple public revenue streams

Plan puts taxpayers first
— No broad-based city tax required
— No regional sales tax required

Menu of options selected from broad range of potential funding strategies
— Preliminary review explored nearly 60 possible funding options

— Narrower menu may generate up to S400MM in potential funding, not including additional funding
possible by leveraging parking assets

Additional analysis and discussion required to finalize definitive financing plan
— Additional political, legal and financial evaluation required
— Plan must work for all parties — public, Kings, NBA, operator, developer, etc

2
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BIG
Contents -

SACRAMENTO

e Context

e OQOverview of Public-Private Partnership

e Funding Options Analysis

e Next Steps

e Appendix
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Vision EBIG

SACRAMENTO

A new entertainment and sports complex (“ESC”) that

promotes job creation, economic growth, cultural development

and civic pride across the greater Sacramento region.

Y "— y SR L
‘%iﬁi- : L a ) -+
L BLEES : :
T S "
Ty il .
&L § Ty e = .
= !- :‘ |.‘_ q-
_—— 4 H - i r ]
— LT i iy =
i ’ . -
) *' = f 1 : ] 3
| \ "_ h i’ iy POF -
e ——

4
7 of 109



The Opportunity EBIG

SACRAMENTO

e S7Bin revenue to region over 30 years

e 4,100 new jobs

e $556MM in spending during construction

e 3.1MM new visitors to downtown each year

e $6.7MM in annual fiscal benefits

e Transformative economic, cultural and civic catalyst that demonstrates entire
region’s potential

Sources: Threshold Report, Economic Engine Report.
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:BIG
Collaboration with Kings and NBA >

SACRAMENTO

e New ESC needed to ensure Sacramento remains home of Kings
— Power Balance Pavilion no longer economically viable at NBA level
— Need to finalize financing plan by March 1 relocation deadline

e Strong, ongoing collaboration with Kings and NBA
— Sharing financials
— Providing expertise
— Appear committed to a win-win

* NBA and Kings experiencing strong sales and community support
— Sacramento is a strong market
— Dramatic increase in ticket sales and corporate support despite lockout
— Success reflects community’s commitment to team

6
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Timeline

BIG

SACRAMENTO

May

Kings announcement
ICON-Taylor Feasibility Study

June — August

Launch Regional Coalition

100 Day Plan
e City Technical Review
e Research on funding options
e Public meetings and outreach

September

Propose menu of options
Present to Mayor and Council
Determine path forward to prepare definitive financing plan
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Contents =

SACRAMENTO

e (Context

e Overview of Public-Private Partnership

e Funding Options Analysis

e Next Steps

e Appendix

8
11 of 109



BIG
Overview of Public-Private Partnership (PPP) =

SACRAMENTO

e New ESC estimated to cost $387MM
— S$258MM in construction costs
— S$129MM in additional soft costs (e.g. design, engineering, legal, etc.)
— Subject to change

e Financing will require public-private partnership
— PRIVATE PARTICIPATION

e Kings as anchor tenant
e Third party investors in operator and/or developer roles

— PUBLIC PARTICIPATION

e ESC will be public asset owned by taxpayers

e Nosilver bullet - multiple revenue streams required

9
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=
Guiding Principles for PPP = BIG

SACRAMENTO

1. TAXPAYERS COME FIRST

Taxpayer participation dependent on receiving a real return on the public
investment in the form of jobs and transformative economic impact

2. NO BROAD-BASED TAXES ON THE COMMUNITY
ESC will be paid for by those with a specific nexus to or relationship with facility

3.  SELF-SUSTAINING ASSET
Facility will generate sufficient revenues to ensure ongoing financial viability

4. THOSE WHO BENEFIT MORE, PAY MORE

Direct private sector investment and user fees will contribute more than half of
the development costs

5. THE PEOPLE’S HOUSE
The public sector will own the facility

10
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Finding the Nexus

BIG

SACRAMENTO

The Goal:

Maximize funding from sources with a “NEXUS” to the ESC

Revenues from Financial
Beneficiaries of ESC

Revenues from Users of
ESC

Revenues Created or
Enhanced Because of
ESC

11
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=
Key Considerations EBIG

SACRAMENTO

1. CANNOT be 100% publicly- or 100% privately-financed
— Public sector lacks financial wherewithal and debt capacity to incur full cost
— Market limitations prevent facility to be funded completely by private sources

2. CAN be financed as profitable asset creating real public and private benefits
— Public sector reaps jobs, economic development, and general fund revenues
— Private sector earns economic return on investment

3. Partnership will require innovative approach
— Funding for large-scale projects always challenging in California
— Current economic climate presents additional challenges

4. Partnership must work for all parties
— ESC owner and other public sector participants
— Sacramento Kings
— Developer, operator and other private participants

5. Requires approach that fits Sacramento
— Unique needs and dynamics in this market
— Deal will likely be fundamentally different than approaches in other cities

12
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BIG
Caveats -

SACRAMENTO

e Technical review still in progress, including analysis of key elements that may
impact project cost:

— Intermodal co-location
— Program refinements (e.g. premium parking)
— Other site and technical issues (e.qg. traffic, utilities and infrastructure)

e Moving forward, City must be informed by
— what isin best interest of the public

— what is necessary for developer to invest, operator to manage, and Kings to be anchor
tenant

e Ultimately, all decisions are the prerogative of the City of Sacramento, local
officials and the public

— Think BIG is merely presenting options for consideration
— Mayor, Council, and community must set future course

13
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Contents -

SACRAMENTO

e (Context

e OQOverview of Public-Private Partnership

e Funding Options Analysis

e Next Steps

e Appendix
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CITY OF SACRAMENTO
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=
ICON-Taylor Feasibility Study Summary = BIG

SACRAMENTO

Railyards land can accommodate ESC

e NBA Type Arena and World Class
Design Scheme Created

e Total Costs of $387 Million (Hard and
Soft Costs)

{\‘ e Completed by Early 2015
ICON DA TR
e ESC can be Financially Viable

p

popumusj
N e ESCis Fundable — Public/Private
~ Partnership Required
Turner Construction = SDOB
.
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Power Balance Pavilion vs. Proposed ESC

BIG

SACRAMENTO

POWER BALANCE PAVILION

(Formerly Arco Arena)

PROPOSED DOWNTOWN ESC

(Subject to Revision)

Owner Sacramento Financing Authority Public entity TBD (City, JPA)
Operator Maloof Sports & Entertainment Third-party operator (TBD)
Opening Date 1988 2015

Capacity 17,317 18,594

Luxury Suites 30 50*

Mini-Suites 0 20-25

Loge Boxes 0 50

Club Seats 442 1,200 - 1,400

Power Balance Pavilion
Lacks State-of-the-Art
Amenities Found in Newer
Arenas : Premium Inventory
Not Considered State-of-
the-Art

* Does not include 4 Event party suites (24 seats).

Additional Refinements
Possible After Consultation
with Key Stakeholders and

Premium Seating Market

Demand Surveys
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BIG
Team Economics =

SACRAMENTO

League and local economics play major role in success of teams

TEAM REVENUES TEAM EXPENSES

e ESC REVENUES e ESC EXPENSES
v Tickets v Rent
v’ Concessions & Novelties v' Game Day Expenses
v’ Parking v ESC Annual Operating Expenses
v Naming Rights/Advertising/Sponsors v’ ESC Capital Repairs/Replacement TEAM NET
v Premium Seating (Suites/Loge/Club) + — OPERATING
e LOCAL BROADCAST REVENUES e SALARIES AND WAGES INCOME /
v' Local Television v' Players / Coaches (LOSS)*
v’ Local Radio v' Administrative

LEAGUE COMMON REVENUES

LEAGUE COMMON EXPENSES

e OTHER REVENUES e OTHER EXPENSES
v’ Publications v' Team Travel and Administration
v Promotions v’ Broadcasting Expenses
v’ Outreach & Hospitality v" Marketing/Advertising/Promotion/PR

* Does not include annual debt service.
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ESC Economics EBIG

SACRAMENTO

Deal structure with team will impact ESC net income

ESC REVENUES ESC EXPENSES

e RENT e GAME DAY/EVENT EXPENSES
v’ Ticket Takers/Ushers
e FAN AND CORPORATE SPENDING v’ Security
v Naming Rights
v Advertising e ESC OPE-RATING EXPENSES ESC NET
v’ Sponsorships v Salaries & Wages
v’ Concessions + v" General & Administrative - OPERATING
v Novelties v Utilities INCOME /
v’ Parking v’ Insurance (LosS)*
v Premium Seating (Suites/Loge/Club) v’ Marketing
v’ Legal/Professional
e OTHER REVENUES v’ Repairs and Maintenance
v’ Convenience Charge Rebates v Management Fee
v’ Facility Fees v’ Property/Possessory Interest Tax

* Does not include annual debt service or capital replacement/reserves.
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=
Market Overview = BIG

SACRAMENTO

Deal structure must consider short / long term impacts on public sector and team

Market area size and characteristics impact team’s ability to generate revenue
— Market demographics
— Competition

Deal structure should reflect anticipated operating characteristics and revenue
potential for the market area and the specific team

Anticipated performance of the team in the market over the lease term must be
taken into account

When performance of a team is expected to deviate from the average performance
of the league over the long-term, deal structure should account for the expected
deviation

20
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Market Definition

BIG

SACRAMENTO

CORE-BASED STATISTICAL AREA (CBSA)

e C

Common approaches to comparing NBA markets

onglomeration of counties — Claritas definition

GEOGRAPHIC RING DESIGNATION
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Both approaches yield similar data on Sacramento market
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=
NBA Market Demographics = BIG

SACRAMENTO

e Conducted limited review of key demographic factors

e Focus on key metrics
— Population
— Households
— Income
— Age
— Unemployment
— Media market
— Corporate base

e Two methodologies
— Base demographics
— Adjusted demographics (considers number of professional sports teams in market)

22
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:BIG
Sacramento Market: Base Demographics >

SACRAMENTO

Sacramento ranks as one of smaller NBA markets

Statistical Measure (Base) Sacramento NBA Average

(CBSA area) (excl. Sacramento) ° Ave rage market |n te rms Of
POPULATION
2011 Population (000s) 2,147.2 21 5,425.8 Income
2016 Population (000s) 2,337.0 21 5,671.9
Estimated 5 Year Growth Rate 8.80% 8 5.30%
e Below average market in
HOUSEHOLDS .
2011 Households (000s) 787.8 22 1,952.30 terms Of pOpUIatlonl
2016 Households (000s) 859.8 21 2,038.50 households’ and media
Estimated 5 Year Growth Rate 9.10% 6 5.40%
market
INCOME
Average Household Income $74,537 15 $74,757
Median Household Income $57,829 12 $56,090 e Well below average market
Per Capita Income $27,630 10 $27,774 . .
High Income Households (000s) 179.2 19 479.5 In terms Of Inventory Of
large corporations
MEDIA MARKET
TV Population 3,847.0 19 6,457.2 - ImpaCtS demand for
Radio Population 1,850.2 21 4,586.6 premium seating,
sponsorships, etc.
CORPORATE BASE
Companies with > SS0MM Sales 84 27 347
Companies with > 500 Employees 102 23 266

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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:BIG
Sacramento Market: Adjusted Demographics >

SACRAMENTO

Sacramento’s ranking improves after accounting for the number of

major professional teams in the market

Statistical Measure (Adjusted) Sacramento ET NBA Average
(CBSA area) (excl. Sacramento) ° Kl ngs are only major
Number of Major League Teams 1 NA 3.5 prOfGSSional team in
market
POPULATION . .o oy
2011 Population (000s) 2,147.2 5 1,450.5 — Significant competitive
2016 Population (000s) 2,337.0 3 1,532.6 adva ntage
HOUSEHOLDS
2011 Households (000s) 787.8 3 528.6 e Sacramento ranks as one of
2016 Households (000s) 859.8 3 558.3 Iarger N BA markets in
INCOME terms of adjusted metrics
High Income Households (000s) 179.2 4 1171 _ POpUlation
MEDIA MARKET — Households
TV Population 3,847.0 1 1,827.8 — High Income Households
Radio Population 1,850.2 2 1,240.4 _ Media Market
CORPORATE BASE
Companies with > $50MM Sales 84 17 97 e Comparison is provided for
Companies with > 500 Employees 102 6 75

illustrative purposes

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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BIG
Competitive Facilities >

SACRAMENTO

Must also consider competition from other facilities

e Direct competition from comparable arenas

e Indirect competition from stadiums, amphitheaters, performing arts centers (to a
lesser degree), and other entertainment facilities

e Must consider both local and regional facilities

e Facilities compete on multiple dimensions

Patrons

Tenants

Event bookings

Advertising and sponsorships
Premium seating

Other

25
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BIG
Competitive Facilities >

SACRAMENTO

New ESC would face limited competition

e Assumes Power Balance Pavilion would not continue to operate
— Demolished
— Non-compete agreement

e Raley Field provides most significant source of competition in local market
— State-of-the-Art Facility
— Premium Seating (Luxury Suite Inventory)
— Advertising/Sponsorship

e Limited competition from regional facilities
— Oakland
— San Francisco
— SanlJose
— Other

26
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General Trends in Sports Facility Finance and = BIG
Construction =

SACRAMENTO

Market conditions and political environment play critical role

Increasingly difficult to fund due to public resistance, high costs

Combination of both public and private participation cornerstone of current
financing structures

Planning and construction can take many years
— Financing challenges
— Typical construction risks
— Voter approval
— Political debate

27
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General Trends in Sports Facility Finance and
Construction (continued)

BIG

SACRAMENTO

e Public participation can take many forms

Equity Investment

New or Increased Taxes

Tax Rebates (Property, Payroll, Etc.)
Conduit Financing

Credit Enhancement/Guarantees

e Private participation typically can come in form of
Equity and Debt Secured by Facility Operations and/or Corporate Guarantees
Private Sector Grants and Donations (Not Typical for Professional Facilities)

e Teams and private management firms have increasingly taken over management
and operations of sports facilities

28
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=
Public Sector Participation = BIG

SACRAMENTO

Municipalities may generate wide assortment of revenues to fund sports facilities

Feasibility of introducing, increasing, or redirecting revenue from taxes and fees
depends on unique political/tax environment

Typically, revenue streams shown to benefit from facility’s development and
operation will be more successful in gaining public support

Revenues that would otherwise not exist but for the development and operation
of the facility are also common funding sources

Taxes and fees levied on selected groups often receive less resistance (hotel tax,
car rental tax, etc.)
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BIG
Public Funding Sources — Examples >

SACRAMENTO

e Sales Taxes ¢ Sin Taxes (Liquor/Tobacco)
— Chesapeake Energy Arena (Oklahoma City, OK) — Quicken Loans Arena (Cleveland, OH)
— Jobing.com Arena (Glendale, AZ) — Conseco Fieldhouse (Indianapolis, IN)
— Lambeau Field (Green Bay, WI) — Cleveland Browns Stadium (Cleveland, OH)

Hotel/Motel Taxes

Lottery and Gaming Revenue

— Amway Center (Orlando, FL) — Safeco Field (Seattle, WA)
— Time Warner Cable Arena (Charlotte, NC) — Camden Yards (Baltimore, MD)
— American Airlines Center (Dallas, TX) — M&T Bank Stadium (Baltimore, MD)

Car Rental Taxes Player Income Tax
— AT&T Center (San Antonio, TX) — University of Phoenix Stadium (Glendale, AZ)
— Time Warner Cable Arena (Charlotte, NC) — New Orleans Arena (New Orleans, LA)
— FedEx Forum (Memphis, TN)

Land Sales/Leases

¢ Restaurant Taxes — Amway Center (Orlando, FL)
— Conseco Fieldhouse (Indianapolis, IN) — Time Warner Cable Arena (Charlotte, NC)
— Safeco Field (Seattle, WA) — Ford Field (Detroit, Ml)

— Lucas Oil Stadium (Indianapolis, IN)
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:BIG
Private Sector Participation >

SACRAMENTO

e Essential component of sports facility financing structures

e Contractually Obligated Income (COI) is an important private sector funding
source

e Deal structure must consider short / long term impacts on team
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:BIG
Private Sector Funding Sources — Examples >

SACRAMENTO

e Rent
e Ticket Surcharge/Fees (Facility Specific)
e Premium Seating (Luxury Suites and Club Seats)

— Potential source of security and upfront capital (deposits)

e Advertising/Sponsorships

— Reflect short-term to medium-term contractual obligations
e Naming Rights

— Convey rights to name of facility and provide exposure

e Concessions (Novelties)

— Rights to concessions a potential source of upfront capital (or equipment)
— Must consider impact on revenue sharing percentages
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Private Sector Funding Sources — Examples = BIG

(continued) SACRAMENTO

e Pouring Rights
— Rights to be exclusive beverage supplier — typically part of larger sponsorship agreement
e Parking

e Personal Seat Licenses (PSLs)

— PSLs give patrons right to purchase tickets for selected seats for defined period
— Typically NFL stadiums and occasionally MLB stadiums — rare in arenas

— Potential source of revenue available for construction

— Must consider tax implications (public sector or non-profit agent)

e Private Donations or Donor Contributions (Rare in Professional Facilities)
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BIG
Financing Instruments ~

SACRAMENTO

e General Obligation Bonds
— Backed by pledge of “full faith and credit” of the public agency (city, county, state)
— Credit structure typically requires legislative action or voter approval
— Typically represents lowest cost of capital

e Revenue-Backed Obligation Bonds
— Secured by defined revenues source(s) — sales tax, hotel tax, etc.
— More complex and less secure obligation than general obligation

e Lease Revenue Financing Arrangements
— Lease-backed financing

— Municipality leases facility to “Authority” and leases facility back from authority under
sublease

— Sublease typically requires annual rent payment to cover debt service on authority
bonds

— Certificate of Participation (COP)

e Tax Increment Financing (TIF) and Other Redevelopment Bonds

— Bonds payable from incremental ad valorem property taxes on property in redevelopment

area (redevelopment in California facing uncertain future) y
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=
Financing Instruments (continued) = BIG

SACRAMENTO

Infrastructure Financing District (IFD)
— IFD utilizes property tax as funding source based on variation of TIF
— IFD must be for public capital improvements of a community-wide significance

e Community Facilities Districts (Mello-Roos Bonds)
— Provides mechanism for municipalities to issue bonds secured by levy of special taxes
— Contingent upon voter approval of district voters or landowners

Business Improvement Districts (Assessment Bonds)
— Issued upon security of assessments

— Used to finance public improvements provided local agency can legitimize findings the
improvements impart a special benefit to assess parcels of land or businesses

Conduit Revenue Bonds
— Tax-exempt or taxable financing issued by governmental agency
— Typically loan repayments assigned directly to bond trustee to distribute to bondholders

— Bond proceeds typically loaned to non-governmental borrower — individuals, corporations
(profit/non-profit), partnerships, etc.
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:BIG
Financing Instruments (continued) =

SACRAMENTO

e EB-5 Financing
— Federal program that allows foreign investors to invest in job-creating enterprises in US

and in return are granted a green card

— Potential opportunity for short-term, low-cost borrowing

— Minimum investment either S500K or S1IMM, depending on certain target area
restrictions

— Could be used in period prior to period when actual ESC-related revenues are realized,
providing timing benefit and capitalized interest relief

— Used for the Atlantic Yards Project in Brooklyn, NY
e Ancillary development related to Barclays Center (New Jersey Nets arena)
e EB-5 not used directly for Barclays Center construction
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x
Credit Structure/Debt Security = BIG

SACRAMENTO

e Security of debt will have significant impact on interest rates

e Potential credit structures range from most secure (General Obligations) to least
secure (Project Finance)

e Debt coverage requirements for sports facilities financed on stand-alone basis
have historically ranged from 1.5X to 2.0X

— Reduced if public sector provides credit enhancement or specific tax revenues are
pledged as additional support

— Political environment will often impact coverage required

— Current economy and sports finance market may require higher coverage ratios (stand-
alone scenario)

e Private or public sector guarantees may be used to enhance credit rating
— Major Tenants, Facility Managers, Other Private Entities
— Revenue from Facility Operations or General Revenues

e Limit the potential impact and cost of issuing debt
— Credit Enhancement
— Debt Service Reserve Fund
— Operating Reserve Fund
— Capital Replacement Reserve Fund

— Interest Rate Swap ;
7
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BIG
Taxable Versus Tax-Exempt Debt E

SACRAMENTO

e Critical factor driving financing sports facilities is tax status of financing
arrangements

e Difficult to utilize tax-exempt debt given current tax regulations

e 1986 Tax Act restricted general availability of tax-exempt financing since facilities
are viewed as private purpose facilities

e Toissue tax-exempt debt, facility must pass Private Activity Test (PAT) and other
guidelines

— In General, PAT states bond is not tax-exempt if
e Over 10% of facility’s use is controlled by private business; and
e More than 10% of revenues used for debt service are derived from private business

e Use of tax-exempt financing may impact Arena Management Structure (QMA)
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BIG
Identification of Funding Options E

SACRAMENTO

e Identified and considered over 50 alternative funding sources
— Prior experience
— Case studies / best practices
— Input from Think BIG finance committee
— Input from general public

e Key considerations
—  Financial viability
— Legal viability
— Political viability

e Narrowed list of alternative funding options for further evaluation — funding
options require additional research
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Over 50 Funding Options Considered

BIG

SACRAMENTO

Broad-Based Financing Sources (City-County)
Sales Tax — City

Sales Tax — County

Transient Occupancy Tax — City
Transient Occupancy Tax — County

Car Rental Tax

Restaurant Tax — City

Restaurant Tax — County

Sin Tax (Cigarettes, Alcohol)

O N LN R

Transient Occupancy Tax
9. 2002 Refunding Bonds — Mature 2012

10. 1993 Lease Revenue Bonds — Mature 2020

11. Reallocation
12. Other

Business Improvement District(s)
13. Hotels

14. Restaurant

15. Parking

16. ESCZone

Land Sales

17. Sacramento Kings — Natomas
18. City — Natomas

19. City — Other

Other — Taxes/Fees
20. Business Operating Tax/Other

Equity

21. Sacramento Kings

22. Arena Operator/Developer
23. Other Developer

24. Concessionaire

25. Ticketing Service

26. Corporate Investment/Support
27. Other

Rebates/Incentives/Other — ESC
28. Permits/Fees

29. Sales Tax

30. Utilities Tax

31. Sales Tax - Construction

ESC Related Sources

32. Sacramento Kings Rent
33. Revenue Sharing

34. Ticket Surcharge

35. Naming Rights

36. Possessory Interest Tax
37. Event Parking

38. Other

Cell Phone Towers
39. Cell Towers — ESC
40. Cell Towers — Other

Digital Signage
41. Freeway Sighage
42. ESC Signage District

Parking

43.
44,
45.

Privatization (Sale)
Public-Private Partnership (Lease)

Garage Naming Rights/Advertising
Opportunities

Tax Increment Financing

46.
47.

Railyards Project Area
Downtown Project Area

Other Sources/Mechanisms

48.
49.
50.
51.
52.
53.
54,
55.
56.
57.
58.

Intermodal User Fees

Life Insurance Settlement Financing
Casino/Card Rooms

P3 Development Option

REIT Opportunity

Real Estate Entitlements

EB-5 Financing

New Market Tax Credits

Enterprise Zone

Empowerment Zone

Community Development Block Grant
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Over 50 Funding Options Considered

BIG

SACRAMENTO

Transient Occupancy Tax

9.

11.
12.

2002 Refunding Bonds — Mature 2012

Reallocation
Other

Business Improvement District(s)

13.
14.
15.
16.

Hotels
Restaurant
Parking
ESC Zone

Land Sales
17. Sacramento Kings — Natomas

18.
19.

City — Natomas
City — Other

Equity

21. Sacramento Kings

22. Arena Operator/Developer
23. Other Developer

24. Concessionaire

25. Ticketing Service

26. Corporate Investment/Support

Rebates/Incentives/Other — ESC
28. Permits/Fees

29. Sales Tax

30. Utilities Tax

31. Sales Tax - Construction

ESC Related Sources

32. Sacramento Kings Rent
33. Revenue Sharing

34. Ticket Surcharge

35. Naming Rights

36. Possessory Interest Tax
37. Event Parking

38. Other

Cell Phone Towers
39. Cell Towers — ESC

Digital Signage
41. Freeway Sighage
42. ESC Signage District

Parking

44,
45.

Public-Private Partnership (Lease)

Garage Naming Rights/Advertising
Opportunities

Other Sources/Mechanisms

51.

54,
55.
56.

P3 Development Option

EB-5 Financing
New Market Tax Credits
Enterprise Zone
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Identification of Funding Options (continued) ~

SACRAMENTO

e Deal Structure with Kings / ESC operator-developer / other key stakeholders will
impact potential funding sources

e Funding Categories

1. Private
e Private Sector upfront equity/payments

2. Public
e Public sector will own facility — direct investment required

3. Users / Beneficiaries:
e Those that use the facility shall contribute
¢ Those that benefit (directly/indirectly) from the facility shall contribute
e Revenues that would not otherwise exist but for the development of the facility

Note: Category 3 reflects “Hybrid” category that includes revenues potentially

generated by both public and private sources
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Preliminary Assessment of Funding Options

(Does Not Include Potential Revenue Generated by Parking Opportunities)

BIG

SACRAMENTO
PRIVATE PUBLIC USERS / BENEFICIARIES*
e Contribution ¢ Public Land e ESC-Related Sources
— Sacramento Kings — Natomas — Rent

— Arena operator /
developer

— Other developer
— ESC vendors
— Concessionaire
— Ticketing service
— Other
e Land
— Natomas (Kings)

Note: Sacramento Kings annual
payments (rent, ticket
surcharge, etc.) reflect private
sector investment

— Other parcels

* Transient Occupancy Taxes
(Debt Relief/Reallocation)

e Other
— Digital signage
— Air rights (Intermodal)

— Revenue sharing

— Event parking

— Ticket surcharge

— Naming rights

— Possessory interest tax
— Cell phone towers
Rebates/Incentives

¢ Business Improvement
Districts (BIDs) or Similar

— Hotels

— Parking

— Restaurants
— ESC Zone

Preliminary Range:
$91M - $156M

Preliminary Range:
$94M - $123M

Preliminary Range:

S90M - $121M

* “Hybrid” category that includes revenues potentially generated by both public and private sources
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Overview of Parking Opportunities

BIG

SACRAMENTO

APPROACH 1: APPROACH 2: APPROACH 3: APPROACH 4:
PRIVATIZATION PUBLIC-PRIVATE PARKING BUSINESS EVENT REVENUE FROM
(Sell City Assets) PARTNERSHIP IMPROVEMENT DISTRICT CITY GARAGES
(Lease City Assets) (BID)
Parking e Third Party Entity e City of Sacramento e Mix of publicly and e City of Sacramento
Inventory privately owned assets
Owner within defined “district”
Parking ¢ Third Party Entity e Third Party Entity (subject | ® Mix of publicly and e City of Sacramento
Inventory to lease/concession privately operated assets
Operator agreement) within “district”
Funding e Significant upfront e Significant upfront and / * Moderate annual ¢ Moderate annual
Potential payment possible from or annual payment from payment possible payment possible
sale of assets lease of assets (financing required for (financing required for
upfront proceeds) upfront proceeds)
Other e City loses control of e City retains some control e City would issue bonds e City maintains control of
Factors parking operations and of assets through lease/ supported by BID assets
related assets concessions agreement revenues

Additional analysis

NOT RECOMMENDED

Additional analysis
RECOMMENDED

Additional analysis
RECOMMENDED

Additional analysis
RECOMMENDED
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Key Considerations for Parking Analysis >

SACRAMENTO

Assets Included (Restrictive Covenants)
— Off-street Garages/Land
— On-street Meters

e Rateincreases

e Impact on Employees

e Enforcement

e Hours of operation

e (Capital expenditure/technology requirements
e Non-compete

e General Fund impact
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Parking Public-Private Partnership (P4)
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SACRAMENTO

Case Studies — Summary Level

Presented for lllustrative Purposes — Sacramento Opportunity will be a

Function of Market Size and Demand

e City of Chicago (Garages)

Transaction Year
Concession Length
Garage Spaces

Upfront Payment
Ongoing Revenue Share

e City of Chicago (Meters)

Transaction Year
Concession Length
Metered Spaces

Annual Revenue
Upfront Payment
Ongoing Revenue Share

2006

99 Years
9,178

$563 Million
S0

2008

75 Years
36,000

$25 Million
$1.16 Billion
S0
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Parking Public-Private Partnership (P4)
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Case Studies — Summary Level (continued)

— City of Pittsburgh (Garages/Meters)

Transaction Year City Council Voted Against Transaction — 2010
Concession Length 50 Years
Garage Spaces 8,946
Neighborhood Spaces 1,729
Metered Spaces 7,012 (922 To be Added by Concessionaire)
Annual Revenue $33 Million (Confirm)
Upfront Payment (Proposed) $451.7 Million
Ongoing Revenue Share SO

— City of Indianapolis (Meters)

Transaction Year 2010
Concession Length 50 Years
Metered Spaces 3,669
Annual Revenue $4.1 Million
Upfront Payment $20 Million
Ongoing Revenue Share 30% of Revenues < $7 Million

60% of Revenues > S7 Million
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Key Project Considerations = BIG

SACRAMENTO

e Definitive Financing Plan will Require a Combination of Funding Sources and
Approaches
— Continue to research additional funding options
— Consider timing implications of alternative funding options

e City/Kings Loan
— Significant issue that must be addressed (research ongoing)

e Natomas Land Re-Use
— Ongoing City analysis of potential re-uses
— Continue progress of Think BIG Natomas subcommittee (Co-Chairs: CM Ashby, Assm. Pan)

e Council/Legislative Action

— Selected revenue sources will require City Council action/legislative approval, and will
require some form of additional credit enhancement
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e (Context

e OQOverview of Public-Private Partnership

e Funding Options Analysis

e Next Steps

e Appendix
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Next Steps EBIG

SACRAMENTO

1. Presentation to Mayor and Council (September 13)
e City Technical Review
e Barrett Sports Group presentation

2. Finalize development plan (September — December)
e Formal selection of ICON-Taylor team

e Reconcile outstanding technical issues (e.g. premium parking, Intermodal,
infrastructure)

e Identify potential operator and developer participants
e Prepare and initiate development agreement

3. Finalize definitive project financing plan (September — December)
e Further evaluation and selection of funding options
e Examine credit structure and debt security issues
e Negotiate deal structure between city and other stakeholders
e Prepare definitive financing plan

4. Finalize funding commitments (January — February)
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Appendix A — Market Demographics =

SACRAMENTO

e CBSA Designation — Population and Households

2011 2016 2011 2016
Population Population Est. % Growth Households Households Est. % Growth

M arket (000s) Rank (000s) Rank 2011-2016 Rank (000s) Rank (000s) Rank 2011-2016 Rank
New Jersey Nets 19,0895 1 193775 1 15% 26 6,885.3 1 6,9782 1 13% 26
New York Knicks 19,0895 1 193775 1 15% 26 6,885.3 1 6,9782 1 13% 26
LA Clippers 13,082.8 3 13,631.0 3 42% 18 42251 3 4,3946 3 4.0% 19
LA Lakers 13,082.8 3 13,631.0 3 42% 18 42251 3 4,3946 3 4.0% 19
Chicago Bulls 95709 5 9,7839 5 22% 24 34337 5 35109 5 22% 24
Dallas Mavericks 6,627.7 6 72576 6 95% 6 2,367.0 6 25824 6 91% 7
Philadelphia 76ers 6,045.7 7 6,479 9 17% 25 22914 7 23450 7 23% 23
Houston Rockets 6,036.7 8 6,6042 7 9.4% 7 2,091.6 10 22715 9 86% 9
Toronto Raptors 57720 9 6,481.1 8 123% 1 2,0451 11 23222 8 13.6% 1
Washington Wizards 5612.1 10 59199 11 55% 14 2,1106 8 2,227.6 10 55% 13
Miam Heat 5596.2 11 5,831.0 12 42% 17 21034 9 2,1609 12 2.7% 22
Atlanta Hawks 54904 12 6,075.6 10 10.7% 4 19756 12 2,1753 11 101% 5
Boston Celtics 45776 13 4,6819 14 23% 23 1,757.3 13 1,792.7 13 2.0% 25
Golden State Warriors 43629 14 4546.3 15 42% 16 1,608.7 15 1,679.3 15 4.4% 16
Detroit Pistons 43526 15 4,287.7 16 -15% 29 16714 14 1,653.0 16 -1.1% 29
Phoenix Suns 43259 16 4,8405 13 11.9% 2 1,535.8 16 1,716.7 14 118% 2
Minnesota Timberwolves 3,329.8 17 3,467.1 17 4.1% 20 1,289.8 17 1,342.8 17 4.1% 18
Denver Nuggets 2,582.4 18 2,7729 18 74% 11 995.4 18 1,066.2 18 71% 11
Portland Trail Blazers 2,262.7 19 2,4106 19 6.5% 12 867.5 19 928.7 19 71% 12
Orlando Magic 2,147.8 20 2,360.1 20 9.9% 5 802.7 21 885.6 20 103% 4
Sacramento Kings 21472 21 2,337.0 21 88% 8 787.8 22 859.8 21 91% 6
San Antonio Spurs 21336 22 23142 22 85% 9 7483 23 812.7 23 86% 8
Cleveland Cavaliers 2,080.5 23 2,042.6 23 -1.8% 30 839.0 20 8225 22 -2.0% 30
Charlotte Bobcats 1,820.2 24 2,026.4 24 11.3% 3 7053 24 7850 24 113% 3
Indiana Pacers 1,786.3 25 1,885.7 25 5.6% 13 700.3 25 7370 25 52% 14
Milwaukee Bucks 1,551.2 26 15622 26 0.7% 28 618.4 26 625.3 26 11% 28
Menmphis Grizzies 1,3181 27 13579 27 3.0% 22 4980 28 5155 28 35% 21
Oklahoma City Thunder 1,263.4 28 1,327.6 28 51% 15 499.8 27 5255 27 51% 15
New Orleans Hornets 1,219.8 29 1,261.3 29 34% 21 465.7 29 485.1 29 42% 17
Utah Jazz 1,137.8 30 12219 30 74% 10 3727 30 400.7 30 75% 10
Average (Excluding Sacramento) 5,425.8 5,671.9 5.3% 1,952.3 2,038.5 5.4%

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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SACRAMENTO

e (CBSA Designation — Income

HHsw/
Average M edian Income
Household Household Per Capita $100,000+
M arket Income Rank Income Rank Income Rank (000s) Rank
Washington Wizards $103,664 1 $80,854 1 $39,272 1 8027 6
Golden State Warriors $100,093 2 $73,467 2 $37,278 2 564.1 7
Boston Celtics $88,867 3 $67,153 3 $34,530 3 5312 9
New Jersey Nets $86,308 4 $61,660 5 $31,414 4 1,956.3 1
New York Knicks $86,308 4 $61,660 5 $31,414 4 1,956.3 1
Toronto Raptors $81,443 6 $55,868 16 NA NA 4769 11
LA Clippers $79,744 7 $56,946 13 $26,048 18 1,0485 3
LA Lakers $79,744 7 $56,946 13 $26,048 18 1,0485 3
Minnesota Timberwolves $79,660 9 $63,729 4 $31,162 6 3164 15
Chicago Bulls $77,837 10 $59,569 8 $28,187 9 8124 5
Denver Nuggets $77,110 11 $59,668 7 $29,944 7 2284 18
Philadelphia 76ers $77,054 12 $58,492 9 $29,599 8 5537 8
Atlanta Hawks $75,648 13 $58,099 10 $27,492 11 4314 13
Dallas Mavericks $74,845 14 $55,943 15 $26,929 16 5189 10
Sacramento Kings $74,537 15 $57,829 12 $27,630 10 179.2 19
Houston Rockets $73951 16 $54,081 18 $25,789 20 464.7 12
Utah Jazz $73114 17 $57,945 11 $24,159 25 758 27
Portland Trail Blazers $70,649 18 $55,542 17 $27,349 12 1699 20
Phoenix Suns $70,289 19 $53,229 19 $25,173 23 296.6 17
Charlotte Bobcats $69,772 20 $52,932 20 $27,241 13 130.2 22
Indiana Pacers $68,149 21 $52,495 23 $27,001 15 1274 24
Miami Heat $67,724 22 $47,200 26 $25,711 22 38L7 14
Detroit Pistons $67,711 23 $52,543 21 $26,226 17 3130 16
Milwaukee Bucks $67,564 24 $52,528 22 $27,214 14 1115 26
Orlando Magic $64,363 25 $48,483 24 $24,262 24 127.4 23
Cleveland Cavaliers $63,096 26 $47820 25 $25,720 21 1321 21
New Orleans Hornets $62,287 27 $45,297 28 $23,995 26 746 28
San Antonio Spurs $61,635 28 $46,420 27 $21,912 29 1142 25
Menphis GrizZies $60,445 29 $45,147 29 $23,040 28 723 29
Oklahoma City Thunder $58,877 30 $44,905 30 $23,562 27 684 30
Average (Excluding Sacramento) $74,757 $56,090 $27,774 479.5

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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SACRAMENTO

e CBSA Designation — Age and Unemployment

Average M edian Unemployment
M arket Age Rank Age Rank Rate Rank
Utah Jazz 334 1 314 1 596% 2
Dallas Mavericks 344 2 333 3 7.46% 9
Houston Rockets 344 2 333 2 691% 5
Atlanta Hawks 32 4 348 7 9.63% 25
San Antonio Spurs 3b5 5 339 4 6.72% 4
Phoenix Suns 356 6 340 5 7.80% 10
Charlotte Bobcats 358 7 354 11 9.27% 22
Menyphis Grizdies 360 8 350 10 10.58% 28
LA Clippers 362 9 350 8 854% 18
LA Lakers 362 9 350 8 854% 18
Indiana Pacers 364 11 357 12 8.36% 15
Oklahoma City Thunder 365 12 346 6 584% 1
Chicago Bulls 36.7 13 358 13 9.38% 23
Washington Wizards 368 14 36.7 17 6.08% 3
Minnesota Timberwolves 368 14 36.2 15 704% 6
Denver Nuggets 369 16 36.7 18 714% 7
Sacramento Kings 370 17 359 14 9.62% 24
Milwaukee Bucks 378 18 370 19 7.84% 11
Orlando Magic 378 18 365 16 9.63% 26
Portland Trail Blazers 379 20 378 22 9.25% 21
New Orleans Hornets 380 21 375 21 837% 16
New Jersey Nets 384 22 379 24 7.85% 12
New York Knicks 384 22 379 24 7.85% 12
Philadelphia 76ers 384 22 379 23 839% 17
Detroit Pistons 386 25 388 28 13.60% 29
Golden State Warriors 388 26 385 27 7.95% 14
Boston Celtics 388 26 384 26 717% 8
Miam Heat 398 28 393 29 9.24% 20
Cleveland Cavaliers 398 28 402 30 10.22% 27
Toronto Raptors NA NA 372 20 NA NA
Average (Excluding Sacramento) 37.0 36.3 8.31%

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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SACRAMENTO

e CBSA Designation — Media Market

2011 TV 2011 Radio
Population Population
M arket (000s) Rank (000s) Rank
New Jersey Nets 20,1410 1 157300 1
New York Knicks 20,1410 1 157300 1
LA Clippers 17,0570 3 11,0280 3
LA Lakers 17,0570 3 11,0280 3
Chicago Bulls 93860 5 78758 5
Philadelphia 76ers 75990 6 44743 11
Toronto Raptors 71740 7 47796 9
Dallas Mavericks 69270 8 53265 7
Golden State Warriors 6,7730 9 6,1869 6
Atlanta Hawks 6,3780 10 44798 10
Boston Celtics 6,101.0 11 4,054.6 13
Washington Wizards 6,069.0 12 43946 12
Houston Rockets 6,030.0 13 49192 8
Phoenix Suns 50040 14 33262 16
Detroit Pistons 47470 15 38244 14
Minnesota Timberwolves 43310 16 2,749.0 17
Miam Heat 42200 17 36472 15
Denver Nuggets 39160 18 2,391.7 18
Sacramento Kings 3847.0 19 1,8502 21
Cleveland Cavaliers 36780 20 17722 22
Orlando Magic 35610 21 15293 25
Portland Trail Blazers 30420 22 2,1336 19
Charlotte Bobcats 2,868.0 23 2,0400 20
Utah Jazz 28520 24 1,756.5 23
Indiana Pacers 2,676.0 25 14124 27
San Antonio Spurs 22980 26 1,733.8 24
Milwaukee Bucks 2,180.0 27 14594 26
Memphis Grizzies 1,741.0 28 1,086.8 29
Oklahoma City Thunder 1,691.0 29 11256 28
New Orleans Hornets 1,621.0 30 1,015.6 30
Average (Excluding Sacramento) 6,457.2 4,586.6

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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SACRAMENTO

e CBSA Designation — Corporate Base

Companies w/ Companies w/
M arket $50mm Sales Rank 500+ Employees Rank
New Jersey Nets 1,055 1 757 1
New York Knicks 1,055 1 757 1
Chicago Bulls 721 3 572 3
LA Clippers 602 4 495 5
LA Lakers 602 4 495 5
Washington Wizards 564 6 548 4
Houston Rockets 546 7 314 8
Philadelphia 76ers 448 8 3% 7
Boston Celtics 408 9 292 9
Dallas Mavericks 397 10 278 11
Golden State Warriors 395 11 233 13
Atlanta Hawks 392 12 281 10
Detroit Pistons 311 13 254 12
Minnesota Timberwolves 308 14 230 14
Denver Nuggets 224 15 181 16
Phoenix Suns 204 16 200 15
Portland Trail Blazers 169 17 119 20
Miam Heat 165 18 123 18
Milwaukee Bucks 158 19 116 21
Cleveland Cavdliers 153 20 130 17
Indiana Pacers 147 21 120 19
Utah Jazz 132 22 89 26
Charlotte Bobcats 116 23 93 25
Oklahome City Thunder 104 24 73 27
San Antonio Spurs 102 25 100 24
Orlando Magic 100 26 107 22
Sacramento Kings 84 27 102 23
Memphis Grizdies 79 28 73 27
New Orleans Hornets 64 29 70 29
Toronto Raptors NA NA NA NA
Average (Excluding Sacramento) 347 266

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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CBSA Designation — Population, Households, and Income (Adjusted)
2011 2016 HHsw/ Income
Number of 2011 Population 2016 Population Households Households $100,000+
M arket Teams (000s) Rank (000s) Rank (000s) Rank (000s) Rank (000s) - (2) Rank
Portland Trail Blazers 1 22627 1 24106 1 8675 1 9287 1 1699 7
LA Clippers 6 21805 2 22718 5 7042 7 7324 9 1748 5
LA Lakers 6 2,1805 2 22718 5 7042 7 7324 9 1748 5
Orlando Magic 1 2,1478 4 2,360.1 2 802.7 2 8856 2 1274 15
Sacramento Kings 1 21472 5 23370 3 7878 3 8598 3 1792 4
San Artonio Spurs 1 2,1336 6 23142 4 7483 6 8127 4 1142 16
New Jersey Nets 9 21211 7 21531 9 7650 4 7754 5 2174 1
New York Knicks 9 21211 7 21531 9 7650 4 7754 5 2174 1
Houston Rockets 3 20122 9 22014 7 6972 9 7572 8 1549 10
Toronto Raptors 3 19240 10 2,1604 8 681.7 11 7741 7 1590 9
Chicago Bulls 5 19142 11 19568 12 686.7 10 702.2 12 1625 8
Atlanta Hawks 3 1,830.1 12 2,0252 11 6585 12 7251 11 1438 11
Dallas Mavericks 4 16569 13 18144 13 591.8 13 6456 13 129.7 14
Philadelphia 76ers 4 15114 14 15370 14 5728 14 586.2 14 1384 12
Washington Wizards 4 1,403.0 15 1,480.0 15 5276 15 556.9 15 200.7 3
Miami Heat 4 1,399.1 16 14577 16 525.8 16 540.2 16 954 18
Memphis Grizdies 1 13181 17 13579 17 498.0 18 5155 18 723 23
Oklahoma City Thunder 1 1,263.4 18 13276 18 499.8 17 5255 17 684 24
Boston Celtics 4 1,1444 19 1,1705 21 439.3 19 4482 19 1328 13
Utah Jazz 1 1,137.8 20 12219 19 3727 22 400.7 22 758 21
Detroit Pistons 4 1,0882 21 10719 22 4179 20 4132 21 782 20
Phoenix Suns 4 1,0815 22 12101 20 3840 21 4292 20 741 22
Charlotte Bobcats 2 910.1 23 10132 23 3527 23 3925 23 651 25
Indiana Pacers 2 8931 24 9428 24 3502 24 3685 24 63.7 26
Golden State Warriors 5 8726 25 909.3 25 321.7 26 339 25 1128 17
Minnesota Timberwolves 4 8324 26 866.8 26 3225 25 3357 26 791 19
Milwaukee Bucks 2 7756 27 781.1 27 309.2 27 3127 27 558 28
Cleveland Cavaliers 3 6935 28 6809 29 279.7 28 2742 28 440 29
Denver Nuggets 4 6456 29 6932 28 2488 29 2665 29 571 27
New Orleans Horrets 2 609.9 30 630.6 30 2329 30 2426 30 373 30
Average (Excluding Sacramento) 1,450.5 1,532.6 528.6 558.3 117.1

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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SACRAMENTO

e (CBSA Designation — Media Market (Adjusted)

2011 TV 2011 Radio

Number of  Population Population
M arket Teams (000s) Rank (000s) Rank
Sacramento Kings 1 38470 1 1,850.2 2
Orlando Magic 1 3561.0 2 15293 12
Portland Trail Blazers 1 3,0420 3 21336 1
Utah Jazz 1 28520 4 17565 5
LA Clippers 6 28428 5 18380 3
LA Lakers 6 28428 5 18380 3
Toronto Raptors 3 23913 7 1,593.2 10
San Antonio Spurs 1 22980 8 17338 8
New Jersey Nets 9 22379 9 17478 6
New York Knicks 9 22379 9 17478 6
Atlanta Hawks 3 21260 11 14933 13
Houston Rockets 3 2,0100 12 1639.7 9
Philadelphia 76ers 4 1,899.8 13 11186 16
Chicago Bulls 5 18772 14 15752 11
Memphis Grizzies 1 1,741.0 15 1,086.8 18
Dallas Mavericks 4 1,731.8 16 13316 14
Oklahoma City Thunder 1 1,691.0 17 11256 15
Boston Celtics 4 15253 18 10137 21
Washington Wizards 4 15173 19 1,098.7 17
Charlotte Bobcats 2 14340 20 1,020.0 20
Indiana Pacers 2 13380 21 7062 26
Phoenix Suns 4 12510 22 8316 24
Cleveland Cavaliers 3 12260 23 590.7 29
Detroit Pistons 4 1,186.8 24 956.1 22
Golden State Warriors 6 1,1288 25 1,031.2 19
Milwaukee Bucks 2 1,090.0 26 7297 25
Minnesota Timberwolves 4 1,082.8 27 687.3 27
Miami Heat 4 1,055.0 28 9118 23
Denver Nuggets 4 979.0 29 5979 28
New Orleans Hornets 2 8105 30 507.8 30
Average (Excluding Sacramento) 1,827.8 1,240.4

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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SACRAMENTO

e (CBSA Designation — Corporate Base (Adjusted)

Number of Companies w/ Companies w/ 500+
M arket Teams $50mm Sales Rank Employees Rank
Houston Rockets 3 182 1 105 5
Portland Trail Blazers 1 169 2 119 2
Chicago Bulls 5 144 3 114 3
Washington Wizards 4 141 4 137 1
Utah Jazz 1 132 5 89 9
Atlanta Hawks 3 131 6 94 8
New Jersey Nets 9 117 7 84 10
New York Knicks 9 117 7 84 10
Philadelphia 76ers 4 112 9 84 12
Oklahoma City Thunder 1 104 10 73 15
San Antonio Spurs 1 102 11 100 7
Boston Celtics 4 102 11 73 15
LA Clippers 6 100 13 83 13
LA Lakers 6 100 13 83 13
Orlando Magic 1 100 15 107 4
Dallas Mavericks 4 99 16 70 18
Sacramento Kings 1 84 17 102 6
Memphis GrizZies 1 79 18 73 15
Milwaukee Bucks 2 79 18 58 21
Golden State Warriors 5 79 18 47 24
Detroit Pistons 4 78 21 64 19
Minnesota Timberwolves 4 77 22 58 22
Indiana Pacers 2 74 23 60 20
Charlotte Bobcats 2 58 24 47 25
Denver Nuggets 4 56 25 45 26
Phoenix Suns 4 51 26 50 23
Cleveland Cavdiers 3 51 26 43 27
Miami Heat 4 41 28 31 29
New Orleans Hornets 2 32 29 35 28
Toronto Raptors 3 NA NA NA NA
Average (Excluding Sacramento) 97 75

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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Barrett Sports Group, LLC (BSG) is a leading sports industry specialist

e BSG has worked on numerous similar projects — 21 years experience and over 1,000 sports
industry projects

e BSG has extensive arena feasibility and project financing experience
e BSG has an in-depth knowledge and understanding of the NBA and the Sacramento market

e Daniel S. Barrett, Principal

— Formerly Managing Director for Western Region Sports and Entertainment Investment
Banking Division of A.G. Edwards & Sons, Inc.

— Formerly Lead Western Region Hospitality Sports and Leisure Consulting Practice for
Deloitte & Touche LLP

— Sports Industry Expert Witness

— Adjunct Professor University of San Francisco Sports Management Graduate Program
— UCLA, BA — Economics/International Studies

— USC, MBA - Finance/Real Estate
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e Additional advisory support provided by

Goldman Sachs (investment bank)

Orrick, Herrington and Sutcliffe (bond counsel)
Nielsen Merksamer Parrinello Gross & Leoni LLP
City of Sacramento Staff

Think BIG Finance and JPA Subcommittees
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Limiting Conditions and Assumptions =

SACRAMENTO

. This analysis is subject to our contractual terms, as well as the following limiting conditions and assumptions:

- The analysis has been prepared for internal decision making purposes of the Client only and shall not be used for any other purposes without
the prior written permission of Barrett Sports Group, LLC.

- The analysis includes findings and recommendations; however, all decisions in connection with the implementation of such findings and
recommendations shall be Client’s responsibility.

- Ownership and management of the arena are assumed to be in competent and responsible hands. Ownership and management can
materially impact the findings of this analysis.

- Any estimates of historical or future prices, revenues, rents, expenses, occupancy, net operating income, mortgage debt service, capital
outlays, cash flows, inflation, capitalization rates, yield rates or interest rates are intended solely for analytical purposes and are not to be
construed as predictions of the analysts. They represent only the judgment of the authors based on information provided by operators and
owners active in the market place, and their accuracy is in no way guaranteed.

- Our work has been based in part on review and analysis of information provided by unrelated sources which are believed accurate, but
cannot be assured to be accurate. No audit or other verification has been completed.

- Current and anticipated market conditions are influenced by a large number of external factors. We have not knowingly withheld any
pertinent facts, but we do not guarantee that we have knowledge of all factors which might influence the operating potential of the facility.
Due to rapid changes in the external factors, the actual results may vary significantly from estimates presented in this report.

- The analysts reserve the right to make such adjustments to the analyses, opinions, and conclusions set forth in this report as may be required
by consideration of additional data or more reliable data which may become available.

- The analysis is intended to be read and used as a whole and not in parts. Separation of any section or page from the main body of the report
is expressly forbidden and invalidates the analysis.

- Possession of the analysis does not carry with it the right of publication. It shall be used for its intended purpose only and by the parties to
whom it is addressed. Other parties should not rely on the findings of this report for any purpose and should perform their own due
diligence.

- Our performance of the tasks completed does not constitute an opinion of value or appraisal, or a projection of financial performance or
audit of the facility in accordance with generally accepted audit standards. Estimates of value (ranges) have been prepared to illustrate
current and possible future market conditions.

- The analysis shall not be used in any matters pertaining to any financing, or real estate or other securities offering, registration, or exemption
with any state or with the federal Securities and Exchange Commission.

- No liability is assumed for matters which are legal or environmental in nature.
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ICON-Taylor Feasibility Study B S G

e Railyards land can accommodate ESC

e NBA Type Arena and World Class
Design Scheme Created

e Total Costs of $387 Million (Hard and
Soft Costs) — Subject to Change

=
m DAVID 5. TAYLOR L4 Completed by Ea rly 2015
- e ESC can be Financially Viable
pOPULous]
A
e ESCis Fundable — Public/Private

:mu‘::msmmsma Partnership Required
.
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Power Balance Pavilion vs. Proposed ESC

BSG

POWER BALANCE PAVILION

(Formerly Arco Arena)

PROPOSED DOWNTOWN ESC

(Subject to Revision)

Owner Sacramento Financing Authority Public entity TBD (City, JPA)
Operator Maloof Sports & Entertainment Third-party operator (TBD)
Opening Date 1988 2015

Capacity 17,317 18,594

Luxury Suites 30 50*

Mini-Suites 0 20-25

Loge Boxes 0 50

Club Seats 442 1,200 - 1,400

Power Balance Pavilion
Lacks State-of-the-Art
Amenities Found in Newer
Arenas : Premium Inventory
Not Considered State-of-
the-Art

* Does not include 4 Event party suites (24 seats).

Additional Refinements
Possible After Consultation
with Key Stakeholders and

Premium Seating Market

Demand Surveys

4
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Team Economics

League and local economics play major role in success of teams

TEAM REVENUES TEAM EXPENSES

e ESC REVENUES e ESC EXPENSES

v Tickets v Rent

v’ Concessions & Novelties v’ Game Day Expenses

v’ Parking v' ESC Annual Operating Expenses

v Naming Rights/Advertising/Sponsors v’ ESC Capital Repairs/Replacement TEAM NET

v’ Premium Seating (Suites/Loge/Club) + — OPERATING
e LOCAL BROADCAST REVENUES e SALARIES AND WAGES INCOME /

v’ Local Television v’ Players / Coaches (LOSS)*

v’ Local Radio v Administrative

LEAGUE COMMON REVENUES

LEAGUE COMMON EXPENSES

e OTHER REVENUES e OTHER EXPENSES
v’ Publications v' Team Travel and Administration
v Promotions v’ Broadcasting Expenses
v’ Outreach & Hospitality v" Marketing/Advertising/Promotion/PR

* Does not include annual debt service.
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ESC Economics

Deal structure with team will impact ESC net income

ESC REVENUES ESC EXPENSES
e RENT e GAME DAY/EVENT EXPENSES
v’ Ticket Takers/Ushers
e FAN AND CORPORATE SPENDING v’ Security
v Naming Rights
v Advertlsmg e ESC OPE-RATING EXPENSES ESC NET
v’ Sponsorships v’ Salaries & Wages
v’ Concessions + v' General & Administrative o OPERATING
7 Vol v Utilities INCOME /
v’ Parking v’ Insurance (LosS)*
v Premium Seating (Suites/Loge/Club) v’ Marketing
v’ Legal/Professional
e OTHER REVENUES v’ Repairs and Maintenance
v’ Convenience Charge Rebates v/ Management Fee
v’ Facility Fees v’ Property/Possessory Interest Tax

* Does not include annual debt service or capital replacement/reserves.

7
72 of 109



Contents

Background

Team and ESC Economics

Market Overview

Overview of Sports Facility Finance

Overview of Funding Options

Suggested Next Steps

8
73 of 109



Market Overview B S G

e Market area size and characteristics impact team’s ability to generate revenue
— Market demographics
— Competition

e Conducted limited review of key demographic factors

e Focus on key metrics
— Population
— Households
— Income
— Age
— Unemployment
— Media market
— Corporate base

e Two methodologies
— Base demographics
— Adjusted demographics (considers number of professional sports teams in market)

9
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Sacramento Market: Base Demographics

Sacramento ranks as one of smaller NBA markets

Statistical Measure (Base) Sacramento NBA Average

(CBSA area) (excl. Sacramento) ° Ave rage ma rket | N te rms Of
POPULATION
2011 Population (000s) 2,147.2 21 5,425.8 Income
2016 Population (000s) 2,337.0 21 5,671.9
Estimated 5 Year Growth Rate 8.80% 8 5.30%
e Below average market in
HOUSEHOLDS .
2011 Households (000s) 787.8 22 1,952.30 terms Of popUIatlonl
2016 Households (000s) 859.8 21 2,038.50 househoIdS' and media
Estimated 5 Year Growth Rate 9.10% 6 5.40%
market
INCOME
Average Household Income $74,537 15 $74,757
Median Household Income $57,829 12 $56,090 e Well below average market
Per Capita Income $27,630 10 $27,774 . .
High Income Households (000s) 179.2 19 479.5 In terms Of Inventory Of
large corporations
MEDIA MARKET
TV Population 3,847.0 19 6,457.2 - ImpaCtS demand for
Radio Population 1,850.2 21 4,586.6 premium seating,
sponsorships, etc.
CORPORATE BASE
Companies with > SS0MM Sales 84 27 347
Companies with > 500 Employees 102 23 266

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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Sacramento Market: Adjusted Demographics B S G

Sacramento’s ranking improves after accounting for the number of
major professional teams in the market

Statistical Measure (Adjusted) Sacramento ET NBA Average
(CBSA area) (excl. Sacramento) PY Kl ngs are Only major
Number of Major League Teams 1 NA 3.5 prOfeSSionaI team in
market
POPULATION . .o oy
2011 Population (000s) 2,147.2 5 1,450.5 — Significant competitive
2016 Population (000s) 2,337.0 3 1,532.6 adva ntage
HOUSEHOLDS
2011 Households (000s) 787.8 3 528.6 e Sacramento ranks as one of
2016 Households (000s) 859.8 3 558.3 Iarger N BA marketS in
INCOME terms of adjusted metrics
High Income Households (000s) 179.2 4 1171 _ POpUlation
MEDIA MARKET — Households
TV Population 3,847.0 1 1,827.8 — High Income Households
Radio Population 1,850.2 2 1,240.4 _ Media Market
CORPORATE BASE
Companies with > $50MM Sales 84 17 97 e Comparison is provided for
Companies with > 500 Employees 102 6 75

illustrative purposes

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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Competitive Facilities

New ESC would face limited competition

e Limited direct competition

— Assumes PowerBalance Pavilion would not continue to operate
e Demolished
e Non-compete agreement

e Limited indirect competition
— Raley Field
— Other stadiums, amphitheaters, performing arts centers, entertainment facilities

e Limited competition from regional facilities
— Oakland
— San Francisco
— SanJose
— Other

12
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General Trends in Sports Finance and Construction B S G

e Market conditions and political environment play critical role
e Increasingly difficult to fund due to public resistance, high costs

e Combination of both public and private participation cornerstone of
current financing structures

e Planning and construction can take many years
— Financing challenges
— Typical construction risks
— Voter approval
— Political debate

e Teams and private management firms have increasingly taken over
management and operations of sports facilities
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Public Funding Sources — Examples B S G

e Sales Taxes ¢ Sin Taxes (Liquor/Tobacco)
— Chesapeake Energy Arena (Oklahoma City, OK) — Quicken Loans Arena (Cleveland, OH)
— Jobing.com Arena (Glendale, AZ) — Conseco Fieldhouse (Indianapolis, IN)
— Lambeau Field (Green Bay, WI) — Cleveland Browns Stadium (Cleveland, OH)

Hotel/Motel Taxes

Lottery and Gaming Revenue

— Amway Center (Orlando, FL) — Safeco Field (Seattle, WA)
— Time Warner Cable Arena (Charlotte, NC) — Camden Yards (Baltimore, MD)
— American Airlines Center (Dallas, TX) — M&T Bank Stadium (Baltimore, MD)

Car Rental Taxes Player Income Tax
— AT&T Center (San Antonio, TX) — University of Phoenix Stadium (Glendale, AZ)
— Time Warner Cable Arena (Charlotte, NC) — New Orleans Arena (New Orleans, LA)
— FedEx Forum (Memphis, TN)

Land Sales/Leases

¢ Restaurant Taxes — Amway Center (Orlando, FL)
— Conseco Fieldhouse (Indianapolis, IN) — Time Warner Cable Arena (Charlotte, NC)
— Safeco Field (Seattle, WA) — Ford Field (Detroit, Ml)

— Lucas Oil Stadium (Indianapolis, IN)
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Private Sector Funding Sources — Examples

e Rent

e Ticket Surcharge/Fees (Facility Specific)
e Premium Seating

e Advertising/Sponsorships

e Naming Rights

e Concessions (Novelties)

e Pouring Rights

e Parking

* Personal Seat Licenses (PSLs)

e Private Donations or Donor Contributions

16
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Financing Instruments — Examples

General Obligation Bonds

Revenue-Backed Obligation Bonds

Lease Revenue Financing Arrangements

Tax Increment Financing (TIF) and Other Redevelopment Bonds
Infrastructure Financing District (IFD)

Community Facilities Districts (Mello-Roos Bonds)

Business Improvement Districts (Assessment Bonds)

Conduit Revenue Bonds

EB-5 Financing

17
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Financing Instruments — Examples (continued) B S G

EB-5 Financing

Federal program that allows foreign investors to invest in job-creating enterprises
in US and in return are granted a green card

e Potential opportunity for short-term, low-cost borrowing

e  Minimum investment either $500K or $1MM, depending on certain target area
restrictions

e Could be used in period prior to period when actual ESC-related revenues are
realized, providing timing benefit and capitalized interest relief

e Used for the Atlantic Yards Project in Brooklyn, NY
— Ancillary development related to Barclays Center (New Jersey Nets arena)
— EB-5 not used directly for Barclays Center construction
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Credit Structure/Debt Security B S G

Security of debt will have significant impact on interest rates

Potential credit structures range from most secure (General Obligations) to least
secure (Project Finance)

Debt coverage requirements for sports facilities financed on stand-alone basis
have historically ranged from 1.5X to 2.0X

Reduced if public sector provides credit enhancement or specific tax revenues pledged
Current economy and sports finance market may require higher coverage ratios

Private or public sector guarantees may be used to enhance credit rating

Limit the potential impact and cost of issuing debt

Credit Enhancement

Debt Service Reserve Fund
Operating Reserve Fund

Capital Replacement Reserve Fund
Interest Rate Swap

19
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Taxable Versus Tax-Exempt Debt B S G

Critical factor driving financing sports facilities is tax status of financing
arrangements

Difficult to utilize tax-exempt debt given current tax regulations

1986 Tax Act restricted general availability of tax-exempt financing since facilities
are viewed as private purpose facilities

To issue tax-exempt debt, facility must pass Private Activity Test (PAT) and other
guidelines

Use of tax-exempt financing may impact Arena Management Structure (QMA)

20
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Over 50 Funding Options Considered

BSG

Broad-Based Financing Sources (City-County)

Sales Tax — City
Sales Tax — County
Transient Occupancy Tax — City

Car Rental Tax

Restaurant Tax — City
Restaurant Tax — County
Sin Tax (Cigarettes, Alcohol)

N WN R

Transient Occupancy Tax

9. 2002 Refunding Bonds — Mature 2012
10. 1993 Lease Revenue Bonds — Mature 2020

11. Reallocation
12. Other

Business Improvement District(s)
13. Hotels

14. Restaurant

15. Parking

16. ESCZone

Land Sales

17. Sacramento Kings — Natomas
18. City — Natomas

19. City — Other

Other — Taxes/Fees
20. Business Operating Tax/Other

Transient Occupancy Tax — County

Equity

21. Sacramento Kings

22. Arena Operator/Developer
23. Other Developer

24. Concessionaire

25. Ticketing Service

26. Corporate Investment/Support
27. Other

Rebates/Incentives/Other — ESC
28. Permits/Fees

29. Sales Tax

30. Utilities Tax

31. Sales Tax - Construction

ESC Related Sources

32. Sacramento Kings Rent
33. Revenue Sharing

34. Ticket Surcharge

35. Naming Rights

36. Possessory Interest Tax
37. Event Parking

38. Other

Cell Phone Towers
39. Cell Towers — ESC
40. Cell Towers — Other

Digital Signage
41. Freeway Sighage
42. ESC Signage District

Parking

43.
44,
45.

Privatization (Sale)
Public-Private Partnership (Lease)

Garage Naming Rights/Advertising
Opportunities

Tax Increment Financing

46.
47.

Railyards Project Area
Downtown Project Area

Other Sources/Mechanisms

48.
49.
50.
51.
52.
53.
54,
55.
56.
57.
58.

Intermodal User Fees

Life Insurance Settlement Financing
Casino/Card Rooms

P3 Development Option

REIT Opportunity

Real Estate Entitlements

EB-5 Financing

New Market Tax Credits

Enterprise Zone

Empowerment Zone

Community Development Block Grant
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List Narrowed After Initial Analysis

BSG

Transient Occupancy Tax

9.

11.
12.

2002 Refunding Bonds — Mature 2012

Reallocation
Other

Business Improvement District(s)

13.
14.
15.
16.

Hotels
Restaurant
Parking
ESC Zone

Land Sales
17. Sacramento Kings — Natomas

18.
19.

City — Natomas
City — Other

Equity

21. Sacramento Kings

22. Arena Operator/Developer
23. Other Developer

24. Concessionaire

25. Ticketing Service

26. Corporate Investment/Support

Rebates/Incentives/Other — ESC
28. Permits/Fees

29. Sales Tax

30. Utilities Tax

31. Sales Tax - Construction

ESC Related Sources

32. Sacramento Kings Rent
33. Revenue Sharing

34. Ticket Surcharge

35. Naming Rights

36. Possessory Interest Tax
37. Event Parking

38. Other

Cell Phone Towers
39. Cell Towers — ESC

Digital Signage
41. Freeway Sighage
42. ESC Signage District

Parking

44,
45.

Public-Private Partnership (Lease)

Garage Naming Rights/Advertising
Opportunities

Other Sources/Mechanisms

51.

54,
55.
56.

P3 Development Option

EB-5 Financing
New Market Tax Credits
Enterprise Zone
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Identification of Funding Options B S G

e Deal Structure with Kings / ESC operator-developer / other key stakeholders will
impact potential funding sources

e Funding Categories

1. Private
e Private Sector upfront equity/payments

2. Public
e Public sector will own facility — direct investment required

3. Users / Beneficiaries:
e Those that use the facility shall contribute
e Those that benefit (directly/indirectly) from the facility shall contribute
e Revenues that would not otherwise exist but for the development of the facility

Note: Category 3 reflects “Hybrid” category that includes revenues potentially

generated by both public and private sources

24
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Preliminary Assessment of Funding Options

(Does Not Include Potential Revenue Generated by Parking Opportunities)

A

PRIVATE

e Contribution
— Sacramento Kings

— Arena operator /
developer

— Other developer
— ESC vendors
— Concessionaire
— Ticketing service
— Other
e Land
— Natomas (Kings)

Note: Sacramento Kings annual
payments (rent, ticket
surcharge, etc.) reflect private
sector investment

Preliminary Range:
$91M - $156M

/—\

PUBLIC

¢ Public Land
— Natomas
— Other parcels

* Transient Occupancy Taxes
(Debt Relief/Reallocation)

e Other
— Digital signage
— Air rights (Intermodal)

Preliminary Range:
$94M - $123M

* “Hybrid” category that includes revenues potentially generated by both public and private sources

=
USERS / BENEFICIARIES*

e ESC-Related Sources

— Rent

— Revenue sharing

— Event parking

— Ticket surcharge

— Naming rights

— Possessory interest tax

— Cell phone towers
Rebates/Incentives

¢ Business Improvement
Districts (BIDs) or Similar

— Hotels

— Parking

— Restaurants
— ESC Zone

Preliminary Range:
S90M - $121M
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Overview of Parking Opportunities

APPROACH 1: APPROACH 2: APPROACH 3: APPROACH 4:
PRIVATIZATION PUBLIC-PRIVATE PARKING BUSINESS EVENT REVENUE FROM
(Sell City Assets) PARTNERSHIP IMPROVEMENT DISTRICT CITY GARAGES
(Lease City Assets) (BID)
Parking e Third Party Entity e City of Sacramento e Mix of publicly and e City of Sacramento
Inventory privately owned assets
Owner within defined “district”
Parking ¢ Third Party Entity e Third Party Entity (subject | ® Mix of publicly and e City of Sacramento
Inventory to lease/concession privately operated assets
Operator agreement) within “district”
Funding e Significant upfront e Significant upfront and / * Moderate annual ¢ Moderate annual
Potential payment possible from or annual payment from payment possible payment possible
sale of assets lease of assets (financing required for (financing required for
upfront proceeds) upfront proceeds)
Other e City loses control of e City retains some control e City would issue bonds e City maintains control of
Factors parking operations and of assets through lease/ supported by BID assets
related assets concessions agreement revenues

Additional analysis

NOT RECOMMENDED

Additional analysis
RECOMMENDED

Additional analysis
RECOMMENDED

Additional analysis
RECOMMENDED
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Key Considerations for Parking Analysis

Assets Included (Restrictive Covenants)
— Off-street Garages/Land
— On-street Meters

e Rate increases

e Impact on Employees

e Enforcement

e Hours of operation

e (Capital expenditure/technology requirements
e Non-compete

e General Fund impact

27
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Parking Public-Private Partnership (P4)

Presented for lllustrative Purposes — Sacramento Opportunity will be a

Case Studies — Summary Level

Function of Market Size and Demand

e City of Chicago (Garages)

Transaction Year
Concession Length
Garage Spaces

Upfront Payment
Ongoing Revenue Share

e City of Chicago (Meters)

Transaction Year
Concession Length
Metered Spaces

Annual Revenue
Upfront Payment
Ongoing Revenue Share

2006

99 Years
9,178

$563 Million
S0

2008

75 Years
36,000

$25 Million
$1.16 Billion
S0
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Parking Public-Private Partnership (P4)

Case Studies — Summary Level (continued)

— City of Pittsburgh (Garages/Meters)

Transaction Year City Council Voted Against Transaction — 2010
Concession Length 50 Years
Garage Spaces 8,946
Neighborhood Spaces 1,729
Metered Spaces 7,012 (922 To be Added by Concessionaire)
Annual Revenue $33 Million (Confirm)
Upfront Payment (Proposed) $451.7 Million
Ongoing Revenue Share SO

— City of Indianapolis (Meters)

Transaction Year 2010
Concession Length 50 Years
Metered Spaces 3,669
Annual Revenue $4.1 Million
Upfront Payment $20 Million
Ongoing Revenue Share 30% of Revenues < $7 Million

60% of Revenues > S7 Million
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Suggested Next Steps for Financial Analysis:
September — December 2011 B S G

1. Explore parking opportunities aggressively
2. Engage NBA/Kings and other key stakeholders in discussions on deal structure

3. Evaluate and select other public funding options (financial/legal/political viability)
e Transient Occupancy Tax
e Business Improvement Districts
e Land Sales
e Digital Signage and Cell Towers
e Intermodal Air Rights
e Rebates and Incentives

4. Further analyze critical project-related issues
e Credit Structure and Debt Security
e Kings Loan
e Natomas Reuse

5. Prepare definitive financing plan by end of December
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Appendix A — Market Demographics

e CBSA Designation — Population and Households

2011 2016 2011 2016
Population Population Est. % Growth Households Households Est. % Growth

M arket (000s) Rank (000s) Rank 2011-2016 Rank (000s) Rank (000s) Rank 2011-2016 Rank
New Jersey Nets 19,0895 1 193775 1 15% 26 6,885.3 1 6,9782 1 13% 26
New York Knicks 19,0895 1 193775 1 15% 26 6,885.3 1 6,9782 1 13% 26
LA Clippers 13,082.8 3 13,631.0 3 42% 18 42251 3 4,3946 3 4.0% 19
LA Lakers 13,082.8 3 13,631.0 3 42% 18 42251 3 4,3946 3 4.0% 19
Chicago Bulls 95709 5 9,7839 5 22% 24 34337 5 35109 5 22% 24
Dallas Mavericks 6,627.7 6 72576 6 95% 6 2,367.0 6 25824 6 91% 7
Philadelphia 76ers 6,045.7 7 6,479 9 17% 25 22914 7 23450 7 23% 23
Houston Rockets 6,036.7 8 6,6042 7 9.4% 7 2,091.6 10 22715 9 86% 9
Toronto Raptors 57720 9 6,481.1 8 123% 1 2,0451 11 23222 8 13.6% 1
Washington Wizards 5612.1 10 59199 11 55% 14 2,1106 8 2,227.6 10 55% 13
Miam Heat 5596.2 11 5,831.0 12 42% 17 21034 9 2,1609 12 2.7% 22
Atlanta Hawks 54904 12 6,075.6 10 10.7% 4 19756 12 2,1753 11 101% 5
Boston Celtics 45776 13 4,6819 14 23% 23 1,757.3 13 1,792.7 13 2.0% 25
Golden State Warriors 43629 14 4546.3 15 42% 16 1,608.7 15 1,679.3 15 4.4% 16
Detroit Pistons 43526 15 4,287.7 16 -15% 29 16714 14 1,653.0 16 -1.1% 29
Phoenix Suns 4,3259 16 4,8405 13 11.9% 2 1,535.8 16 1,716.7 14 118% 2
Minnesota Timberwolves 3,329.8 17 3,467.1 17 4.1% 20 1,289.8 17 1,3428 17 4.1% 18
Denver Nuggets 2,582.4 18 2,7729 18 74% 11 995.4 18 1,066.2 18 71% 11
Portland Trail Blazers 2,262.7 19 2,4106 19 6.5% 12 867.5 19 928.7 19 71% 12
Orlando Magic 2,147.8 20 2,360.1 20 9.9% 5 802.7 21 885.6 20 103% 4
Sacramento Kings 21472 21 2,337.0 21 88% 8 787.8 22 859.8 21 91% 6
San Antonio Spurs 21336 22 23142 22 85% 9 7483 23 812.7 23 86% 8
Cleveland Cavaliers 2,080.5 23 2,042.6 23 -1.8% 30 839.0 20 8225 22 -2.0% 30
Charlotte Bobcats 1,820.2 24 2,026.4 24 11.3% 3 7053 24 7850 24 113% 3
Indiana Pacers 1,786.3 25 1,885.7 25 5.6% 13 700.3 25 7370 25 52% 14
Milwaukee Bucks 1,551.2 26 15622 26 0.7% 28 618.4 26 625.3 26 11% 28
Menmphis Grizzies 1,3181 27 13579 27 3.0% 22 4980 28 5155 28 35% 21
Oklahoma City Thunder 1,263.4 28 1,327.6 28 51% 15 499.8 27 5255 27 51% 15
New Orleans Hornets 1,219.8 29 1,261.3 29 34% 21 465.7 29 485.1 29 42% 17
Utah Jazz 1,137.8 30 12219 30 74% 10 3727 30 400.7 30 75% 10
Average (Excluding Sacramento) 5,425.8 5,671.9 5.3% 1,952.3 2,038.5 5.4%

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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Appendix A — Market Demographics

e (CBSA Designation — Income

HHsw/
Average M edian Income
Household Household Per Capita $100,000+
M arket Income Rank Income Rank Income Rank (000s) Rank
Washington Wizards $103,664 1 $80,854 1 $39,272 1 8027 6
Golden State Warriors $100,093 2 $73,467 2 $37,278 2 564.1 7
Boston Celtics $88,867 3 $67,153 3 $34,530 3 5312 9
New Jersey Nets $86,308 4 $61,660 5 $31,414 4 1,956.3 1
New York Knicks $86,308 4 $61,660 5 $31,414 4 1,956.3 1
Toronto Raptors $81,443 6 $55,868 16 NA NA 4769 11
LA Clippers $79,744 7 $56,946 13 $26,048 18 1,0485 3
LA Lakers $79,744 7 $56,946 13 $26,048 18 1,0485 3
Minnesota Timberwolves $79,660 9 $63,729 4 $31,162 6 3164 15
Chicago Bulls $77,837 10 $59,569 8 $28,187 9 8124 5
Denver Nuggets $77,110 11 $59,668 7 $29,944 7 2284 18
Philadelphia 76ers $77,054 12 $58,492 9 $29,599 8 5537 8
Atlanta Hawks $75,648 13 $58,099 10 $27,492 11 4314 13
Dallas Mavericks $74,845 14 $55,943 15 $26,929 16 5189 10
Sacramento Kings $74,537 15 $57,829 12 $27,630 10 1792 19
Houston Rockets $73951 16 $54,081 18 $25,789 20 464.7 12
Utah Jazz $73114 17 $57,945 11 $24,159 25 758 27
Portland Trail Blazers $70,649 18 $55,542 17 $27,349 12 1699 20
Phoenix Suns $70,289 19 $53,229 19 $25,173 23 296.6 17
Charlotte Bobcats $69,772 20 $52,932 20 $27,241 13 130.2 22
Indiana Pacers $68,149 21 $52,495 23 $27,001 15 1274 24
Miami Heat $67,724 22 $47,200 26 $25,711 22 38L7 14
Detroit Pistons $67,711 23 $52,543 21 $26,226 17 3130 16
Milwaukee Bucks $67,564 24 $52,528 22 $27,214 14 1115 26
Orlando Magic $64,363 25 $48,483 24 $24,262 24 127.4 23
Cleveland Cavaliers $63,096 26 $47820 25 $25,720 21 1321 21
New Orleans Hornets $62,287 27 $45,297 28 $23,995 26 746 28
San Antonio Spurs $61,635 28 $46,420 27 $21,912 29 1142 25
Menphis GrizZies $60,445 29 $45,147 29 $23,040 28 723 29
Oklahoma City Thunder $58,877 30 $44,905 30 $23,562 27 684 30
Average (Excluding Sacramento) $74,757 $56,090 $27,774 479.5

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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Appendix A — Market Demographics

e CBSA Designation — Age and Unemployment

Average M edian Unemployment
M arket Age Rank Age Rank Rate Rank
Utah Jazz 334 1 314 1 596% 2
Dallas Mavericks 344 2 333 3 7.46% 9
Houston Rockets 344 2 333 2 691% 5
Atlanta Hawks 32 4 348 7 9.63% 25
San Antonio Spurs 3b5 5 339 4 6.72% 4
Phoenix Suns 356 6 340 5 7.80% 10
Charlotte Bobcats 358 7 354 11 9.27% 22
Menyphis Grizdies 360 8 350 10 10.58% 28
LA Clippers 362 9 350 8 854% 18
LA Lakers 362 9 350 8 854% 18
Indiana Pacers 364 11 357 12 8.36% 15
Oklahoma City Thunder 365 12 346 6 584% 1
Chicago Bulls 36.7 13 358 13 9.38% 23
Washington Wizards 368 14 36.7 17 6.08% 3
Minnesota Timberwolves 368 14 36.2 15 704% 6
Denver Nuggets 369 16 36.7 18 714% 7
Sacramento Kings 370 17 359 14 9.62% 24
Milwaukee Bucks 378 18 370 19 7.84% 11
Orlando Magic 378 18 365 16 9.63% 26
Portland Trail Blazers 379 20 378 22 9.25% 21
New Orleans Hornets 380 21 375 21 837% 16
New Jersey Nets 384 22 379 24 7.85% 12
New York Knicks 384 22 379 24 7.85% 12
Philadelphia 76ers 384 22 379 23 839% 17
Detroit Pistons 386 25 388 28 13.60% 29
Golden State Warriors 388 26 385 27 7.95% 14
Boston Celtics 388 26 384 26 717% 8
Miam Heat 398 28 393 29 9.24% 20
Cleveland Cavaliers 398 28 402 30 10.22% 27
Toronto Raptors NA NA 372 20 NA NA
Average (Excluding Sacramento) 37.0 36.3 8.31%

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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Appendix A — Market Demographics

e CBSA Designation — Media Market

2011 TV 2011 Radio
Population Population
M arket (000s) Rank (000s) Rank
New Jersey Nets 20,1410 1 157300 1
New York Knicks 20,1410 1 157300 1
LA Clippers 17,0570 3 11,0280 3
LA Lakers 17,0570 3 11,0280 3
Chicago Bulls 93860 5 78758 5
Philadelphia 76ers 75990 6 44743 11
Toronto Raptors 71740 7 47796 9
Dallas Mavericks 69270 8 53265 7
Golden State Warriors 6,7730 9 6,1869 6
Atlanta Hawks 6,3780 10 44798 10
Boston Celtics 6,101.0 11 4,054.6 13
Washington Wizards 6,069.0 12 43946 12
Houston Rockets 6,030.0 13 49192 8
Phoenix Suns 50040 14 33262 16
Detroit Pistons 47470 15 38244 14
Minnesota Timberwolves 43310 16 2,749.0 17
Miam Heat 42200 17 36472 15
Denver Nuggets 39160 18 2,391.7 18
Sacramento Kings 3847.0 19 1,8502 21
Cleveland Cavaliers 36780 20 17722 22
Orlando Magic 35610 21 15293 25
Portland Trail Blazers 30420 22 2,1336 19
Charlotte Bobcats 2,868.0 23 2,0400 20
Utah Jazz 28520 24 1,756.5 23
Indiana Pacers 2,676.0 25 14124 27
San Antonio Spurs 22980 26 1,733.8 24
Milwaukee Bucks 2,180.0 27 14594 26
Memphis Grizzies 1,741.0 28 1,086.8 29
Oklahoma City Thunder 1,691.0 29 11256 28
New Orleans Hornets 1,621.0 30 1,015.6 30
Average (Excluding Sacramento) 6,457.2 4,586.6

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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Appendix A — Market Demographics

e CBSA Designation — Corporate Base

Companies w/ Companies w/
M arket $50mm Sales Rank 500+ Employees Rank
New Jersey Nets 1,055 1 757 1
New York Knicks 1,055 1 757 1
Chicago Bulls 721 3 572 3
LA Clippers 602 4 495 5
LA Lakers 602 4 495 5
Washington Wizards 564 6 548 4
Houston Rockets 546 7 314 8
Philadelphia 76ers 448 8 3% 7
Boston Celtics 408 9 292 9
Dallas Mavericks 397 10 278 11
Golden State Warriors 395 11 233 13
Atlanta Hawks 392 12 281 10
Detroit Pistons 311 13 254 12
Minnesota Timberwolves 308 14 230 14
Denver Nuggets 224 15 181 16
Phoenix Suns 204 16 200 15
Portland Trail Blazers 169 17 119 20
Miam Heat 165 18 123 18
Milwaukee Bucks 158 19 116 21
Cleveland Cavdliers 153 20 130 17
Indiana Pacers 147 21 120 19
Utah Jazz 132 22 89 26
Charlotte Bobcats 116 23 93 25
Oklahome City Thunder 104 24 73 27
San Antonio Spurs 102 25 100 24
Orlando Magic 100 26 107 22
Sacramento Kings 84 27 102 23
Memphis Grizdies 79 28 73 27
New Orleans Hornets 64 29 70 29
Toronto Raptors NA NA NA NA
Average (Excluding Sacramento) 347 266

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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Appendix A — Market Demographics

CBSA Designation — Population, Households, and Income (Adjusted)
2011 2016 HHsw/ Income
Number of 2011 Population 2016 Population Households Households $100,000+
M arket Teams (000s) Rank (000s) Rank (000s) Rank (000s) Rank (000s) - (2) Rank
Portland Trail Blazers 1 22627 1 24106 1 8675 1 9287 1 1699 7
LA Clippers 6 21805 2 22718 5 7042 7 7324 9 1748 5
LA Lakers 6 2,1805 2 22718 5 7042 7 7324 9 1748 5
Orlando Magic 1 2,1478 4 2,360.1 2 802.7 2 8856 2 1274 15
Sacramento Kings 1 21472 5 23370 3 7878 3 8598 3 1792 4
San Artonio Spurs 1 2,1336 6 23142 4 7483 6 8127 4 1142 16
New Jersey Nets 9 21211 7 21531 9 7650 4 7754 5 2174 1
New York Knicks 9 21211 7 21531 9 7650 4 7754 5 2174 1
Houston Rockets 3 20122 9 22014 7 6972 9 7572 8 1549 10
Toronto Raptors 3 19240 10 2,1604 8 681.7 11 7741 7 1590 9
Chicago Bulls 5 19142 11 19568 12 686.7 10 702.2 12 1625 8
Atlanta Hawks 3 1,830.1 12 2,0252 11 6585 12 7251 11 1438 11
Dallas Mavericks 4 16569 13 18144 13 591.8 13 6456 13 129.7 14
Philadelphia 76ers 4 15114 14 15370 14 5728 14 586.2 14 1384 12
Washington Wizards 4 1,403.0 15 1,480.0 15 5276 15 556.9 15 200.7 3
Miami Heat 4 1,399.1 16 14577 16 525.8 16 540.2 16 954 18
Memphis Grizdies 1 13181 17 13579 17 498.0 18 5155 18 723 23
Oklahoma City Thunder 1 1,263.4 18 13276 18 499.8 17 5255 17 684 24
Boston Celtics 4 1,1444 19 1,1705 21 439.3 19 4482 19 1328 13
Utah Jazz 1 1,137.8 20 12219 19 3727 22 400.7 22 758 21
Detroit Pistons 4 1,0882 21 10719 22 4179 20 4132 21 782 20
Phoenix Suns 4 1,0815 22 12101 20 3840 21 4292 20 741 22
Charlotte Bobcats 2 910.1 23 10132 23 3527 23 3925 23 651 25
Indiana Pacers 2 8931 24 9428 24 3502 24 3685 24 63.7 26
Golden State Warriors 5 8726 25 909.3 25 321.7 26 339 25 1128 17
Minnesota Timberwolves 4 8324 26 866.8 26 3225 25 3357 26 791 19
Milwaukee Bucks 2 7756 27 781.1 27 309.2 27 3127 27 558 28
Cleveland Cavaliers 3 6935 28 6809 29 279.7 28 2742 28 440 29
Denver Nuggets 4 6456 29 6932 28 2488 29 2665 29 571 27
New Orleans Horrets 2 609.9 30 630.6 30 2329 30 2426 30 373 30
Average (Excluding Sacramento) 1,450.5 1,532.6 528.6 558.3 117.1

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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Appendix A — Market Demographics

e (CBSA Designation — Media Market (Adjusted)

2011 TV 2011 Radio

Number of  Population Population
M arket Teams (000s) Rank (000s) Rank
Sacramento Kings 1 38470 1 1,850.2 2
Orlando Magic 1 3561.0 2 15293 12
Portland Trail Blazers 1 3,0420 3 21336 1
Utah Jazz 1 28520 4 17565 5
LA Clippers 6 28428 5 18380 3
LA Lakers 6 28428 5 18380 3
Toronto Raptors 3 23913 7 1,593.2 10
San Antonio Spurs 1 22980 8 17338 8
New Jersey Nets 9 22379 9 17478 6
New York Knicks 9 22379 9 17478 6
Atlanta Hawks 3 21260 11 14933 13
Houston Rockets 3 2,0100 12 1639.7 9
Philadelphia 76ers 4 1,899.8 13 11186 16
Chicago Bulls 5 18772 14 15752 11
Memphis Grizzies 1 1,741.0 15 1,086.8 18
Dallas Mavericks 4 1,731.8 16 13316 14
Oklahoma City Thunder 1 1,691.0 17 11256 15
Boston Celtics 4 15253 18 10137 21
Washington Wizards 4 15173 19 1,098.7 17
Charlotte Bobcats 2 14340 20 1,020.0 20
Indiana Pacers 2 13380 21 7062 26
Phoenix Suns 4 12510 22 8316 24
Cleveland Cavaliers 3 12260 23 590.7 29
Detroit Pistons 4 1,186.8 24 956.1 22
Golden State Warriors 6 1,1288 25 1,031.2 19
Milwaukee Bucks 2 1,090.0 26 7297 25
Minnesota Timberwolves 4 1,082.8 27 687.3 27
Miami Heat 4 1,055.0 28 9118 23
Denver Nuggets 4 979.0 29 5979 28
New Orleans Hornets 2 8105 30 507.8 30
Average (Excluding Sacramento) 1,827.8 1,240.4

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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Appendix A — Market Demographics

e (CBSA Designation — Corporate Base (Adjusted)

Number of Companies w/ Companies w/ 500+
M arket Teams $50mm Sales Rank Employees Rank
Houston Rockets 3 182 1 105 5
Portland Trail Blazers 1 169 2 119 2
Chicago Bulls 5 144 3 114 3
Washington Wizards 4 141 4 137 1
Utah Jazz 1 132 5 89 9
Atlanta Hawks 3 131 6 94 8
New Jersey Nets 9 117 7 84 10
New York Knicks 9 117 7 84 10
Philadelphia 76ers 4 112 9 84 12
Oklahoma City Thunder 1 104 10 73 15
San Antonio Spurs 1 102 11 100 7
Boston Celtics 4 102 11 73 15
LA Clippers 6 100 13 83 13
LA Lakers 6 100 13 83 13
Orlando Magic 1 100 15 107 4
Dallas Mavericks 4 99 16 70 18
Sacramento Kings 1 84 17 102 6
Memphis GrizZies 1 79 18 73 15
Milwaukee Bucks 2 79 18 58 21
Golden State Warriors 5 79 18 47 24
Detroit Pistons 4 78 21 64 19
Minnesota Timberwolves 4 77 22 58 22
Indiana Pacers 2 74 23 60 20
Charlotte Bobcats 2 58 24 47 25
Denver Nuggets 4 56 25 45 26
Phoenix Suns 4 51 26 50 23
Cleveland Cavdiers 3 51 26 43 27
Miami Heat 4 41 28 31 29
New Orleans Hornets 2 32 29 35 28
Toronto Raptors 3 NA NA NA NA
Average (Excluding Sacramento) 97 75

Sources: Claritas 2011, PCensus, TV Basics, Arbitron, and Dun and Bradstreet.
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Appendix B — Consulting Team B S G

e Barrett Sports Group, LLC (BSG) is a leading sports industry specialist

e BSG has worked on numerous similar projects — 21 years experience and over 1,000 sports
industry projects

e BSG has extensive arena feasibility and project financing experience

e BSG has an in-depth knowledge and understanding of the NBA and the Sacramento market

e Daniel S. Barrett, Principal

— Formerly Managing Director for Western Region Sports and Entertainment Investment
Banking Division of A.G. Edwards & Sons, Inc.

— Formerly Lead Western Region Hospitality Sports and Leisure Consulting Practice for
Deloitte & Touche LLP

— Sports Industry Expert Witness

— Adjunct Professor University of San Francisco Sports Management Graduate Program
— UCLA, BA — Economics/International Studies

— USC, MBA - Finance/Real Estate
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Appendix B — Consulting Team

e Additional advisory support provided by

Goldman Sachs (investment bank)

Orrick, Herrington and Sutcliffe (bond counsel)
Nielsen Merksamer Parrinello Gross & Leoni LLP
City of Sacramento Staff

Think BIG Finance and JPA Subcommittees
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Barrett Sports Group:
Limiting Conditions and Assumptions B G

. This analysis is subject to our contractual terms, as well as the following limiting conditions and assumptions:

- The analysis has been prepared for internal decision making purposes of the Client only and shall not be used for any other purposes without
the prior written permission of Barrett Sports Group, LLC.

- The analysis includes findings and recommendations; however, all decisions in connection with the implementation of such findings and
recommendations shall be Client’s responsibility.

- Ownership and management of the arena are assumed to be in competent and responsible hands. Ownership and management can
materially impact the findings of this analysis.

- Any estimates of historical or future prices, revenues, rents, expenses, occupancy, net operating income, mortgage debt service, capital
outlays, cash flows, inflation, capitalization rates, yield rates or interest rates are intended solely for analytical purposes and are not to be
construed as predictions of the analysts. They represent only the judgment of the authors based on information provided by operators and
owners active in the market place, and their accuracy is in no way guaranteed.

- Our work has been based in part on review and analysis of information provided by unrelated sources which are believed accurate, but
cannot be assured to be accurate. No audit or other verification has been completed.

- Current and anticipated market conditions are influenced by a large number of external factors. We have not knowingly withheld any
pertinent facts, but we do not guarantee that we have knowledge of all factors which might influence the operating potential of the facility.
Due to rapid changes in the external factors, the actual results may vary significantly from estimates presented in this report.

- The analysts reserve the right to make such adjustments to the analyses, opinions, and conclusions set forth in this report as may be required
by consideration of additional data or more reliable data which may become available.

- The analysis is intended to be read and used as a whole and not in parts. Separation of any section or page from the main body of the report
is expressly forbidden and invalidates the analysis.

- Possession of the analysis does not carry with it the right of publication. It shall be used for its intended purpose only and by the parties to
whom it is addressed. Other parties should not rely on the findings of this report for any purpose and should perform their own due
diligence.

- Our performance of the tasks completed does not constitute an opinion of value or appraisal, or a projection of financial performance or
audit of the facility in accordance with generally accepted audit standards. Estimates of value (ranges) have been prepared to illustrate
current and possible future market conditions.

- The analysis shall not be used in any matters pertaining to any financing, or real estate or other securities offering, registration, or exemption
with any state or with the federal Securities and Exchange Commission.

- No liability is assumed for matters which are legal or environmental in nature.
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