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Description/Analysis

Issue: In late January 2013, the National Basketball Association (NBA) announced that a
Seattle-based group was pursuing a controlling interest in the Sacramento Kings with the
purpose of relocating the team to Seattle for the 2013/2014 basketball season. In late
February 2013, the NBA announced that a formal application for relocation of the
Sacramento Kings to Seattle had been received. The NBA'’s Constitution and Bylaws
require that relocation to another city or transfer of team ownership must be approved by
the NBA Board of Governors (BOG). The BOG is a body constituted of team owners.
The NBA has also established a relocation and transfer committee to review this matter in
detail. This committee is scheduled to meet the first week of April. The full NBA Board of
Governors is scheduled to take up the matter on April 18.

On February 26, 2013, the City Council authorized the City Manager to pursue
negotiations with credible prospective buyer(s) of the Kings and to return to the City
Council prior to the NBA’s April meetings. The City Council adopted the following
principles to guide the negotiations:

e Protect the taxpayer

e Retire the existing city loan to the Kings

¢ New entertainment and sports center must be located downtown

e Long-term commitment to keep the Kings in Sacramento

e City will consider investing net value of its parking, land, and other assets
e Develop a public-private partnership

e Prepare for the economic reuse of the Natomas arena site

On March 1, 2013, an investor group headed by Ron Burkle of The Yucaipa Companies
and Mark Mastrov of Fitness Holdings Worldwide, Inc. submitted a proposal to the NBA to
a) acquire the Sacramento Kings, b) build a new Entertainment and Sports Center in
partnership with the City, and c) keep the Kings in Sacramento on a long-term basis. Due
to the longstanding need to replace the existing Natomas arena, the Mastrov-Burkle
proposal included a commitment to develop a plan to finance and develop a new
Entertainment and Sports Center (ESC) to serve as a premier regional entertainment and
sports venue. The Mastrov-Burkle partnership now includes Vivek Ranadivé, founder and
CEO of TIBCO, to form the current group (Investor Group) working with the City on the
ESC proposal.

Prior to the NBA meetings in April, the Investor Group must come up with a viable finance
and development plan for the Sacramento ESC. Due primarily to the limited size of the
Sacramento regional media market and corporate base, the financing and development of
a new arena will require a public-private partnership. Although several teams in large
markets have privately financed multi-purpose facilities, a privately financed facility in
Sacramento would not be economically viable given the limitations of the Sacramento
market.



Since February 26, City staff under the guidance of the City Manager has been involved
in negotiations to develop a term sheet for the development of the ESC. This report
presents for Council consideration a term sheet between the City and the Investor Group
for the finance, development and operation of a new publicly-owned ESC in Downtown
Plaza. This report provides details and recommendations for financing the City’s portion
of the project including the financing from the City’s parking assets and the transfer of
City-owned land. It also includes recommendations on how financing can be
accomplished without negatively affecting the City General Fund. Finally, the report
summarizes the outreach and public engagement conducted since 2011 to develop a new
entertainment and sports center in Sacramento.

Report Organization

The Background report, contained in Attachment 1, is organized into the following
sections:

e Sectionl: Summary of Term Sheet

e Section 2:  City Sources of ESC Capital Funding

e Section 3:  General Fund Backfill and Sources

e Section4: Potential ESC Economic Benefit

e Section5: Comparison of Current Term Sheet with Prior Term Sheet

The City Manager recommends Council’s approval of the non-binding term sheet. While
the term sheet involves a City contribution similar to that in the March 2012 term sheet,
this investment has the potential to yield greater returns and brings the City closer to
realizing the vision of an exciting and vibrant downtown based on the new proposed
location at the Downtown Plaza, the capabilities and resources of the Investor Group, and
the greater economic benefit to the surrounding area from potential additional
development.

Policy Considerations: The development of the Entertainment and Sports Center will not only
transform Downtown Plaza into a thriving center of entertainment and activity, it will also
provide Sacramento with a first-class venue for sports, entertainment and cultural events.
Completion of the ESC will fulfill several critical policy objectives. Specifically, the ESC
will retain up to 800 existing jobs and create between 2,300 and 6,500 new ones, based
on staff’'s analysis using the two different economic analysis models. The lower job
estimate is based on City specific estimates while the higher figure represents primarily
regional job growth. In addition, it will help spur additional investment along K Street, in
Old Sacramento and throughout downtown. Furthermore, the project will hasten the
redevelopment of the current Natomas arena site for redevelopment along with the
adjacent City-owned 100 acres. The project will serve as a catalyst for economic
development in downtown and throughout the region. The ESC is an important part of
realizing the City’s General Plan vision of creating the most livable city in America.



Environmental Considerations: The actions in this report are exempt from the California
Environmental Quality Act (CEQA) under CEQA Guidelines (14 Cal. Code Reg. Section
15000 et seq.) as they concern proposed business terms for future agreements. If the
Council approves the term sheet for the ESC, the project itself will be subject to CEQA
analysis.

Sustainability: If the Council later approves the financing plan for the project, the ESC is
anticipated to be designed as a LEED-certified project.

Commission/Committee Action: Not applicable.

Rationale for Recommendation: The development of a new ESC at Downtown Plaza will
serve as an economic catalyst for the Plaza, the greater downtown and the region. It will
ensure that the City has a suitable entertainment and sports venue and enhance the
entertainment and cultural opportunities in downtown and the region. Approval of the
term sheet will allow the Investor Group to present a competitive proposal to the NBA for
the acquisition of the Kings along with a credible plan for the development of a new ESC,
and help retain the City’s only professional sports franchise.

Financial Considerations: The total development cost of the ESC is estimated to be $447
million. Of that amount $258 million will come from the City of Sacramento from a variety
of sources, including parking monetization and land transfers. The Investor Group will
provide $189 million. A detailed discussion of the sources of the funds from all parties is
detailed in Attachment 1.

Development Revenue Sources Amount

City contribution $258 million
Investor Group/Sacramento Kings $189 million
TOTAL $447 million

Emerging Small Business Development (ESBD): None at this time.



Attachment

Background

Section 1: Summary of Proposed Term Sheet

The attached Term Sheet sets forth the basic terms of agreement between the City of
Sacramento and the investment team lead by Ron Burkle, Mark Mastrov and Vivek Ranadivé
(Investor Group) with respect to the location, financing, ownership, design, development,
construction, operation, use, and occupancy of a new, first-class, state-of-the art, multi-purpose
Entertainment and Sports Center (ESC) that will serve as the home of the NBA’s Sacramento
Kings and will also host family shows, concerts, sporting events, community-oriented events,
and numerous other events. The Term Sheet does not bind the City to enter into any future
agreement to finance the ESC project. Final terms will be incorporated into definitive legal
documents.

The funding sources for the development are identified in the table below:

Development Revenue Sources Amount
City Contribution

Public Parking Finance Model $212.5 million
Parking Infrastructure Fund 1.5 million
Sales Tax Construction Rebate 1 million
Sheraton MOPA Funds 5 million
Land Sales 38 million
Subtotal: $258 million
Investor Group/Sacramento Kings $189 million
TOTAL $447 million

Additional detail on the terms:

ESC Ownership: The ESC will be owned by the City of Sacramento.

ESC Anchor Tenant: Sacramento Kings under a 35-year non-relocation agreement plus options
two 5-year extensions.

Investor Group’s Contribution:

e $189.7 million for ESC construction
e 5% ticket surcharge on all ESC events (remitted to the City)
e Capital Repair Fee of $1 per ticket on all events to the Capital Repairs Reserve Fund



e Responsible for all predevelopment expenses
e Responsible for arranging or providing a project completion guarantee
e Responsible for all ESC project cost overruns
e Responsible for all ESC operating expenses and routine maintenance and repairs
e Responsible for all ESC capital repairs, replacement, and improvements
e Responsible for all operating risk
e Reimbursement to City for all customary police, traffic control, and other municipal
services on event nights
e ESC profit-sharing with City:
o 15% of first $10 million
o 30% of next $5 million
o 50% of anything over $15 million
o Guaranteed annual payment of no less than $1 million

City Contribution:

e $258 million for ESC construction
e Sources:
o $212.5 million from public parking self-financing, parking infrastructure fund, and
construction sales tax rebate
o $1.5 million from the City parking infrastructure fund
o $1.0 million from construction sales taxes generated from the ESC project
$5 million from the Sheraton Master Owner Participation Agreement (MOPA)
proceeds
o $38 million from land transfers to Investor Group

ESC Capital Repairs Reserve Fund:

A Capital Repairs Reserve Fund will be established to cover the cost of repairs to the ESC. A
$1 ticket surcharge on all ESC events will be used to fund the ESC Capital Repairs Reserve
Fund.

1997 City Lease-Revenue Bonds (Loan):

Existing bonds will be retired. City will issue new 30-year bonds to retire existing bonds upon
the Investor Group providing satisfactory security and collateral for the loan which may include
an ESC lockbox on revenues among other items to be determined. The Investor Group would
have the right to utilize proceeds of the sale of the 85 acres of land at the site in North Natomas
as well as other sources to pay down the current balance of the 1997 bonds and reduce the
principal amount of new bonds to be issued. Furthermore, a 5% ticket surcharge will apply to all
events held at Sleep Train Arena and the revenue from that will be used to retire the 1997
bonds.



Event Parking Revenues in City Garages (excluding Downtown Plaza Garages):

All parking revenues at non-Downtown Plaza City garages during ESC events will be retained by
the City.

Downtown Plaza Parking Garage:

The City will transfer operational control of the remaining spaces in the Downtown Plaza parking
garages (estimated at approximately 2,700 spaces after demolition of spaces for ESC
construction) to the Investor Group through a long-term (i.e., 35-year agreement plus two 5-year
extensions) parking management agreement. At least 1,000 spaces shall be reserved for
premium parking for ESC events. (The City is not required to build any additional parking
structures for the ESC.)

Downtown Plaza Development:

The City commits to work with the Investor Group to secure the necessary entitlements to allow
for the potential development of up to 1,500,000 square feet of office, retail, housing, and hotel
uses around the ESC on the Downtown Plaza site. The proposed development would include
approximately 475,000 square feet of office, 300,000 square feet of retail, 250 hotel rooms, and
600 units of multi-family housing development. The preliminary costs estimates provided by the
Investor Group are just over $500 million.



Section 2: City Sources of ESC Capital Funding

Public Parking Financing Model

Working with the City’s team of investment bankers, the City has developed a public parking financing
model using the parking, Transient Occupancy Tax (TOT), and other revenue streams. The structure
of this public sector model would involve establishing a non-profit corporation under Section 115 of
the Internal Revenue Code (IRC). The non-profit corporation would be separate from the City and
have a board of directors appointed by the City Council.

In this model, the City would transfer its off-street parking assets and/or operations (i.e., City-owned
parking garages and lots) to this new corporation and appropriate on an annual basis revenues equal
to net on-street and enforcement revenues. This structure would enable the corporation to issue a
combination of tax-exempt and taxable revenue bonds that would generate proceeds to fund a major
portion of the Entertainment and Sports Center (ESC) project. The revenue bonds would not be a
debt obligation of the City. Other revenue streams, such as TOT, would provide debt coverage and
enhance the ratings of the bonds resulting in lower interest rates. The financing structure would
generate surplus net revenues from the corporation that would be used to backfill the General Fund.

In this model, the new corporation would be responsible for off-street parking operations. EXxisting
City parking staff, a private operator, or a combination of the two would operate the garages. With
respect to the control of rates, the City Council could identify parameters for future rate increases;
however, the corporation’s Council-appointed governing board would be ultimately responsible for
setting rates for off-street parking garages. In the City’s financial analysis of this model, only those
limited increases for off- and on-street parking identified in the original Walker Parking Consultants
report were included in the public sector model (refer to the study prepared on November 23, 2011 by
Walker entitled “City of Sacramento: Market, Financial and Condition Assessment of Parking Assets”
from the December 13, 2011 Council meeting). The corporation’s ability to make significant rate
adjustments is limited by its relatively low market share of downtown off-street parking. On-street rate
increases will likely be driven by off-street parking rates.

As with any financing, there are potential risks to the City associated with this approach. To minimize
risks, staff used conservative (Walker) parking revenue growth projections for the term of the
agreement with the corporation. In a scenario where parking revenues are not sufficient to make the
debt payments of the corporation, the City’s TOT would be used to make those payments. That risk
would be mitigated by using conservative assumptions and establishing various debt and rate
stabilization reserves as a part of the financial transaction. Furthermore, the model provides upfront
capital for investments in technology and operational efficiencies to enhance the net parking revenue
available for debt service payments.

The upside potential is equally important to recognize. As the city grows, parking demand increases
resulting in increased parking revenues that would accrue to the City General Fund.



Costs of Public Parking Finance Model

There are substantial expenses associated with the transaction. These costs are the result of
transaction fees, which means that the City’s advisors get paid once the City completes the
transaction to lease out its parking assets. Those funds would not come from the City but would come
from the proceeds of the transaction.

City-owned Land Transfers

The City owns several properties that could generate revenue for the ESC. Under the proposed
Term Sheet, these properties would be transferred to the Investor Group and it would be responsible
for providing the cash equivalent land value toward the development of the ESC. CBRE was retained
by the City to determine the value of City-owned land assets. Based on their recent update dated
February 26, 2013, the value of the land assets listed below is estimated at $37.98 million. The value
of the Natomas property is based on the assumption that the current development moratorium is
lifted.

One-Time Revenues Value Estimate
Natomas — City Parcel (100 acres) $19,990,000
3'Y Street and Capitol Mall (Lot X) 9,970,000
2" Street and O Street (Lot Y) 470,000
Haggin Oaks at Business 80 (approx. 60 acres) 3,920,000
800 K Street (includes multiple parcels) 1,600,000
4" and J Street 2,030,000
TOTAL $37,980,000

Source: CBRE, Revenue Generation Study - Broker Opinion of Value prepared for the City of Sacramento,
February 26, 2013.

Master Owner Participation Agreement (MOPA) Funds

The sources of City funds include Master Owner Participation Agreement (MOPA) funds. The MOPA
funds were set aside for Downtown development projects from proceeds after the sale of the
Sheraton Grand hotel. The MOPA funds are intended to facilitate planning and implementation of
projects in downtown Sacramento and the ESC project is an eligible use of those funds. Use of the
MOPA funds requires approval from both the City of Sacramento and CIM and David S. Taylor
Interests per the terms of the agreement. The City has received that approval.

County Possessory Interest Tax

On February 28, 2012, the Sacramento County Board of Supervisors approved a resolution
supporting a financial contribution from the County for the ESC. The Board agreed to contribute new
possessory interest tax (PIT) revenue generated by the ESC. The County has agreed to contribute



the same source of revenue for this project. The PIT revenue from the ESC is approximately
$600,000 per year. The funds will be included in the financial structure in order to increase borrowing
capacity for the development of the ESC.
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Section 3: General Fund Backfill Sources

Annually, the City of Sacramento’s parking system contributes approximately $9 million to the
General Fund. With the proposed undertaking of a Public Parking Finance Model, City staff has
identified potential revenue sources to “backfill” the General Fund. In completing this work, City staff
and its consultants examined revenues to ensure the City’s General Fund remained whole.
Revenues sufficient to cover the loss of parking revenues have been identified from the sources
summarized in the table below. A discussion of each of these funding sources follows the table.

Annual Backfill Revenue Sources SleslEs
Completion

City Parking Revenues $3,000,000
Ticket Surcharge on ESC Events (5% surcharge) 3,700,000
City Parking Revenues from ESC Events 625,000
ESC Generated Possessory Interest Tax — City 898,000
ESC Taxes (Sales/Utility User) — City 300,000
City Profit from ESC Operations 1,000,000
Downtown Plaza Garage Possessory Interest Tax 39,000
Investor Group Land Acquisition Property Tax 98,000
TOTAL $9,660,000

Prior to the start of construction of the ESC, the City expects to receive a lump sum payment from the
proceeds of the Public Parking Finance Model that will backfill the loss of annual parking revenues to
the General Fund during construction.

City Parking Revenues

The Public Parking Finance Model will be structured in such a way to provide $3 million annually
to backfill the City’s portion of the General Fund revenue.

Ticket Surcharge on ESC Events

Ticket surcharges are a self-imposed levy on admission tickets to events. The Investor Group or their
ESC operator will charge 5% ticket surcharge on all events held at the ESC. The estimated annual
revenue to be returned to the City is $3.7 million, based on a rate of 5%; however, the amount of
revenue would depend on the number of events, the ticket prices, and attendance. Ticket surcharge
revenues would be received as tickets are purchased for each event.

City Parking Revenues from ESC Events

The City will retain all revenue from City garages with the exception of Downtown Plaza garages.
During all ESC events, the City expects to receive additional parking revenue at City garages due to
increased parking demand. As a result, these additional revenues would be another source available
for the backfill of the General Fund. However, the amount shown in the table above is less than the
estimate contained in the General Fund backfill chart from the ESC staff report dated March 6, 2012.
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The reason for the difference is that this estimate excludes the Downtown Plaza garages and there
are fewer City-owned garages in close proximity to the Downtown Plaza site compared to the former
Railyards site. As a result, the City would capture a smaller share of the parking revenues from ESC-
related events compared to prior Railyards proposal.

ESC Possessory Interest Tax

The proposed ESC will be owned by the City and leased to the private Investor Group. The value of
the private operator’s right to possess the property (the leasehold interest) is subject to payment of
the possessory interest tax. Valuing possessory interests for property tax purposes is a complex
process and subject to a number of variables including the lease and any sublease structure, term of
the lease, rights conferred on the lessee, market value of those rights, and a number of other factors.
Ultimately, the Sacramento County Assessor’s Office will determine the possessory interest tax
amount through their valuation process. Only the City portion of the possessory interest tax would be
used for backfill the General Fund.

ESC Taxes (Sales/Utility)

Sales in the ESC will generate new sales tax revenues for the City. Additionally, the facility will pay
Utility User Taxes. The combined contribution of these two sources is estimated to be $300,000 a
year.

City Profit from ESC Operations

Under the proposed term sheet, the Investor Group has agreed to profit-sharing with the City. Under
the terms of the profit-sharing agreement, a minimum $1 million would be paid annually into the City’s
General Fund.

Downtown Plaza Garage Possessory Interest Tax

Under the proposed term sheet, the Investor Group would have operational control of the remaining
2,700 parking spaces in the City-owned garages under Downtown Plaza. Given that the Investor
Group would have operational control of this City asset for the term of the agreement, they would be
required to pay Possessory Interest Tax. Only the City portion of the possessory interest tax would
be used for backfill of the General Fund.

Investor Group Land Acquisition Property Tax

The City would transfer the City-owned properties to the Investor Group that are currently valued at
approximately $38 million. Once controlled by the private Investor Group, it would be required to pay
property tax. Only the City portion of the property tax would be used for backfill of the General Fund.
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Section 4: Potential ESC Economic Benefit

The Entertainment and Sports Center (ESC) development as proposed in the Term Sheet would have
multiple benefits to the City. Not only does this effort help the City retain the Sacramento Kings and
the jobs associated with the team, it is also expected to serve as a major catalyst that supports long-
term City efforts to revitalize Downtown Plaza, K Street, and the surrounding area.

Some of the advantages of the proposed ESC development at Downtown Plaza include:

e Preserves Key Benefits of 2012 Railyards Deal

(@]

o

(@]

Strengthens City efforts to save Kings, a major employer with 800+ local jobs
Expands the City’s civic attractions through a new ESC

Project would create between 2,300 and 6,500 new jobs and result in anywhere from
$380 to $847 million in income and revenues®

Preserves the City’s Intermodal property in the Railyards for transportation uses and
preserves the area for future transit-oriented development

Protects Natomas from risk of blight from team leaving immediately.

Honors City’s core tenets of protecting the taxpayer, protecting the City General Fund,
and keeping the Kings in Sacramento

e The 2013 ESC proposal provides new economic benefits to City

o

Closer proximity to City economic development priorities of K Street, Old Sacramento,
and Capitol Mall

Utilizes revenue streams that benefit City and developer (e.g., using City land for
development, etc.)

Simultaneously resolves arena and Downtown Plaza revitalization issues
Benefits previous City investments in K Street (Convention Center, 700 K, etc.)

Provides higher level of private investment ($189 million) compared to prior proposal in
Railyards ($132 million)

Generates potentially larger stream of tax revenue for City services as a result of ESC
and additional private development by Investor Group including:

= Property taxes

! Note: Based on estimates from both the CRA Redevelopment Construction Jobs Calculator model and the City of Sacramento
Construction Project Economic Impact Calculation Tool, which was developed by Center for Strategic Economic Research (CSER), and
utilizes the IMPLAN input-output model. The CRA model looks at overall economic impact in the region and beyond while the City
model just looks at local impact within the City.
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= Sales taxes
* Hotel occupancy taxes
= Utility users taxes

Provides for up to 1.5 million square feet of additional private investment in downtown
Plaza including office, retail, housing and hotel uses

Creates synergy with convention center and increases attractiveness of the area for
major conventions and other events

e 2013 deal reduces several external risks to the City

©)

(@]

o

Better capitalized partner

Reduced loan repayment or refinancing risks due to financial strength of Investor Group
Removes City from role as developer

Fewer anticipated environmental issues such as site remediation

City is transferring other property for development instead of being forced to sell City-
owned property at the bottom of the market

No stand-alone parking structure required that would have used $14.5 million of MOPA
funds

Investor group is responsible for predevelopment expenses and development risks
including cost overruns

e 2013 ESC proposal includes several other advantages

(0]

o

Improved access to the site for all transportation modes

Better existing pedestrian and public transportation connections to the site, encouraging
pedestrian traffic in the Central Business District and greater transit use

Less constrained site compared to the Railyards location
Better integration with City Convention Center and K Street investment
No potential operational conflicts with the Sacramento Intermodal Transportation Facility

Located in area with many other existing civic amenities as well as restaurants, hotels,
and other entertainment
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Section 5: Comparison of 2013 Term Sheet with 2012 Term Sheet

The following provides a general comparison of the current (2013) term sheet for the ESC proposed
for Downtown Plaza and the term sheet from last year that included the ESC on the City-owned
portion of the Railyards adjacent to the Sacramento Intermodal Transportation Facility (SITF). Given
the different nature (e.g., privately-owned land versus City-owned land, etc.) of the projects, not all
the terms are directly comparable, but the major components are listed below. Both proposals
include a similarly-sized ESC that would be LEED-certified and would be comparable to other state-
of-the-art arenas in other cities.

2013 ESC Term Sheet

2012 ESC Term Sheet

Provisions (Downtown Plaza) (Railyards)

Total ESC Cost $447 million $390.50 million

ESC Contributions

Investor/ Kings Contribution $189 million $73.25 million

ESC Operator Contribution -- $58.75 million

City Contribution $258 million $258.5 million*
City Parking Finance $212.5 million $230.0 million
City Parking Infrastructure Fund $1.5 million $1.5 million
City Construction Tax Rebate $1.0 million $1.0 million
City Land $38.0 million $18.0 million
MOPA $5.0 million $5.0 million

Outstanding Loan Repayment

1997 Lease Revenue Bonds

Retired and New Issue

Retired and New Issue

New Loan Collateral Yes Yes

Land

Land Acquisition (City) None Yes ($7.8 million)
City Land Sales No Yes

City Land Transfer and Credit Yes No
Development and Maintenance Costs

Predevelopment Costs (City) None 50%
Development Cost Overruns (City) None Partial
Operations and Maintenance (City) None None
Capital Repairs (City) None 50%
Reimbursement for City Services Yes Yes

New City Premium Parking Garage No Yes

City Funding for New Garage No Yes ($14.5 million)

Non-Relocation Commitment

Kings Non-Relocation Term 35 years + two 5-year options 30 years
Non-Compete Clause Yes Yes
Revenue Sharing
City Retention of Kings Event Parking

. Yes** No
Revenues from City Garages
Profit-Sharing Yes Yes
Additional Development Potential
Investor Group Development | Yes | No

*Note: City contribution in 2012 included Capital Campaign contribution of $3 million.

**Note: Revenues from Downtown Plaza garages would go to Investor Group.
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Entertainment and Sports Center lllustrations

Attachment 3

Proposed Entertainment Sports and Center Location
(Conceptual Drawing)

K Street

(Pedéstrian Only);
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RESOLUTION NO. 2013-

Adopted by the Sacramento City Council

APPROVING THE TERM SHEET BETWEEN THE CITY
AND THE INVESTOR GROUP FOR THE DEVELOPMENT
OF AN ENTERTAINMENT AND SPORTS CENTER
IN DOWNTOWN PLAZA

BACKGROUND

A.

In 2012, the City in partnership with the NBA and the Sacramento Kings developed a
financing plan for a new City-owned arena in the Downtown Railyards, but in April 2012, the
current ownership of the Sacramento Kings withdrew from that agreement.

In late January 2013, the National Basketball Association (NBA) announced that a Seattle-
based group was pursuing controlling interest in the Sacramento Kings with the purpose of
relocating the team to Seattle for the 2013/2014 basketball season

In late February 2013, the NBA announced that a formal application for relocation of the
Sacramento Kings to Seattle had been received by the NBA.

On February 26, 2013 the City Council authorized the City Manager to pursue negotiations
with a credible prospective buyer of the Kings and to return to the City Council prior to the
NBA'’s April meetings.

On March 1, 2013, an investor group headed by Ron Burkle of The Yucaipa Companies, Mark
Mastrov of Fithess Holdings Worldwide, Inc., and Vivek Ranadivé of TIBCO (“Investor Group”)
submitted a new proposal to the NBA in competition with the Seattle proposal to: 1) acquire the
Sacramento Kings; 2) build a new Entertainment and Sports Center in partnership with the
City; and 3) keep the Kings in Sacramento on a long-term basis.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL RESOLVES
AS FOLLOWS:

Section 1. The Sacramento Entertainment and Sports Center Term Sheet between the City of

Sacramento and the investor group led by Mark Mastrov, Ron Burkle, and Vivek
Ranadivé (attached as Exhibit A), is approved.

Table of Contents:

Exhibit A: Sacramento Entertainment and Sports Center Term Sheet
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SACRAMENTO ENTERTAINMENT AND SPORTS CENTER
TERM SHEET
March 23, 2013

EXHIBIT 1
DOWNTOWN PLAZA LOCATION
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SACRAMENTO ENTERTAINMENT AND SPORTS CENTER

TERM SHEET
March 23, 2013

EXHIBIT 2

PRELIMINARY PROGRAM DESCRIPTION

Basketball Capacity (Minimum)
Suites (Standard/Super/Mini/Other)
Party Suites

Loge Seats

Ledge Seats

Club Seats

Courtside Club Seats

18,500
50to 70
4

192

80
1,430
330

Space Type
Classification 1: Spectator & Arena Bowl Facilities
Classification 2: Premium Facilities
Classification 3: Circulation
Classification 4: Food, Retail, & Spectator Facilities
Classification 5: Team Facilities & Practice Facility
Classification 6: Administration
Classification 7: Media Facilities
Classification 8: Event Facilitates & Operations Support
Classification 9: Parking

Estimate of Gross Building Square Footage (G.S.F.)

Gross Square Feet

145,916
58,110
188,322
104,250
49,879
25,463
13,977
88,083
TBD

674,000

Source: Investor Group.
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SACRAMENTO ENTERTAINMENT AND SPORTS CENTER

SOURCES AND USES OF FUNDS - ESC

TERM SHEET
March 23, 2013

EXHIBIT 3

Sources of Funds

Capital Contribution - City/Other $258,000,000
Capital Contribution - City Equity $220,020,000
Public Parking Financing/Other $217,520,000
Parking Infrastructure Fund
Sales Tax Construction Rebate
Capital Contribution - City Land Contribution - (1), (2) $37,980,000
Natomas - City Parcel (100 Acres) - (3)
3rd Street and Capitol Mall (Lot X)
2nd Street and O Street (Lot Y)
Haggin Oaks/Business 80
800 K Street
1121 8th Street
4th and J Street
Capital Contribution - Sacramento Kings $189,705,000
Sources of Funds - Total $447,705,000
Uses of Funds
Start-Up Expenses $3,667,000
Sales and Marketing $1,247,000
Design and Professional Services $26,148,000
Legal and Governmental Services $1,614,000
Project Administration $20,675,000
Construction/Systems/Equipment $311,250,000
Demolition $7,500,000
Permits, Testing, Fees, Taxes, and Special Assessments $23,669,000
Insurance, Financing, and Transaction Costs $13,935,000
Land Acquisition $26,000,000
Owner Contingency $12,000,000
Uses of Funds - Total $447,705,000
Surplus/(Deficit) $0

(1) - Broker opinion of value study prepared by CBRE.

(2) - Investor group responsible for providing providing the cash equivalent land value toward the development of the ESC.

(3) - Assumed value once flood plain moratorium lifted.
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