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Overview 
This item recommends that the Board of Supervisors approve an ordinance which would 
authorize the Board of Supervisors to levy an additional one quarter percent sales tax for 15 
years to raise revenue for the county’s General Fund upon approval of a majority of the 
electorate.  As required by law, it is also recommended that the Board approve a resolution 
which would place the tax measure before the voters on the November 7, 2006, ballot. 
 
Further, the Board is being asked to approve a resolution placing a second measure on the 
November 7, 2006 ballot.  That measure will be advisory only, but would request the electorate 
to express their intent in how any new voter-approved sales tax revenues should be expended.  
The advisory measure would not be binding on the Board of Supervisors. 
 
The advisory measure asks voters whether they support spending up to 50.0 percent of the funds 
raised from new voter-approved taxes to help fund a new sports and entertainment facility.  In 
addition, the measure asks voters whether they intend that a portion of the remaining proceeds 
from such tax revenues be allocated through tax sharing agreements to the cities within the 
County and whether the voters advise that the cities use any proceeds from such tax revenues to 
fund local priorities including, but not limited to, local road and transit projects; police and fire 
safety enhancements; libraries; parks and recreation; children’s services; local arts and cultural 
facilities; and other needs as described in the measure. 
 
Recommendations 
1.) Introduce the attached ordinance adding a new chapter 3.44 to the Sacramento County Code 

to levy a Transactions and Use Tax; waive full reading and continue until August 2, 2006 for 
adoption. 

2.) Consider the attached resolution placing the Transactions and Use Tax on the November 7, 
2006 ballot and continue to August 2, 2006, for adoption. 

3.) Consider the attached resolution placing the advisory measure on the November 7, 2006, 
ballot asking voters for guidance in how proceeds from use tax might be spent and continue 
to August 2, 2006, for adoption. 
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Measures/Evaluation 
N/A 
 
Fiscal Impact 
If approved, it is estimated that this measure would raise approximately $58,250,000 in the first 
year, with a total estimate of $1,189,000,000 over the 15 years (assumes a 4.0 percent annual 
growth rate in sales tax proceeds).  There would be no restrictions on the purposes for which the 
County could lawfully use these funds.  However, the voters would also be asked to advise, in 
the nonbinding second advisory measure, that up to a maximum of 50.0 percent of the proceeds 
should be used for a new regional downtown sports and entertainment facility, with remaining 
funds being distributed among the County and the other cities within the County for purposes 
outlined in the measure.  Current estimates for the new downtown sports and entertainment 
facility, associated parking, site costs, and contingencies, including debt financing costs, are 
estimated to be approximately $470.0 million, or approximately 42.0 percent of the sales tax 
proceeds.  For the county General Fund, after distribution to other cities based upon situs 
formula, it is estimated that between $226.0 million to $260.0 million (depending upon ultimate 
costs for the sports and entertainment facility) would be available for countywide and municipal 
services. 
 

 
BACKGROUND 
 
Over the last several years, the County has faced a number of fiscal challenges resulting in cuts 
to a variety of departments and services throughout the County.  As a result of this situation, the 
Board has been faced with a number of critical choices, and in many cases has had to prioritize 
in such a way that critical items related to quality of life have been cut even more so than other 
measures.  Items such as roads and transit, libraries, parks and recreation, children’s services, 
and police have all experienced reductions, and this has occurred in a time of incredible growth 
and growing needs for additional services in the County of Sacramento, as well as all the cities 
within the County. 
 
Several community needs that might attract new revenues, act as a catalyst for possible new 
development, and serve as an amenity to citizens have also gone lacking.  One such need is a 
replacement facility for Arco Arena, which is nearing the end of its serviceable existence and has 
become antiquated for serving the needs of its increasingly diverse tenants.  In addition, other 
critical facilities relating to parks, libraries, and other capital and operating needs continue to go 
wanting as a result of a lack of resources for building facilities or operating funds to run them.  
 
In sum, this community has a number of unmet regional, countywide, and local concerns that 
cannot and will not be addressed without additional revenues.  To address these regional and 
local needs, staff is recommending that the Board place before the voters this November a tax 
measure which, if approved by a majority of the voters, would result in an increase of one-
quarter percent in the sales tax countywide for 15 years (1/4 cent increase equates to an 
additional $2.50 for each $1,000 purchased).  This one-quarter cent sales tax increase would 
raise approximately $58.0 million annually (adjusted by a 4.0 percent annual sales tax growth 
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estimate) to help fund needed facilities and services.  Over the life of the tax, it is estimated to 
raise approximately $1.2 billion. 
Staff is also recommending that the Board place before the voters an advisory measure asking 
voters their intent as to the manner in which these new voter-approved tax funds might be spent.  
It needs to be stressed that the second measure is purely advisory in nature, and that any and all 
proceeds from a countywide ¼ cent sales tax increase would accrue to the county’s General Fund 
to be spent for general government purposes consistent with existing laws.  The advisory 
measure would not be binding on the Board of Supervisors. 
 
The companion advisory measure asks the voters whether it is their intent to spend the funding 
on a variety of topics, the most expensive being a new sports and entertainment facility to be 
built in the downtown rail yards.   The measure asks the voters if they advise that up to a 
maximum of 50.0 percent of the proceeds be spent for the construction of a new sports and 
entertainment facility.  The facility would be owned and constructed by the taxpayers of 
Sacramento County, whereas the existing Arco Arena is owned by Maloof Sports and 
Entertainment (MSE).  Currently, it is estimated that a sports and entertainment facility, parking 
facilities, site development, and contingencies would range from $470.0 million to $540.0 
million1.  This new facility would be a replacement for the currently aging Arco Arena.  It would 
be host to over 200 events a year ranging from concerts for all types of music; conventions; 
sporting events (e.g. National Collegiate Athletic Association (NCAA) basketball events, 
hockey); touring events such as the Ice Capades, wrestling matches and boxing events; and the 
entire range of other entertainment options that currently utilize large arenas.    
 
Should it ultimately be constructed, the new sports and entertainment facility would be the long 
term home for the Sacramento Kings National Basketball Association (NBA) Basketball team 
and the Sacramento Monarchs of the Women’s National Basketball Association (WNBA) under 
a tentative agreement recently negotiated with Maloof Sports and Entertainment (MSE), the 
owner of the two teams.  Under the tentative agreement, MSE would commit to the following: 

• 30-year lease which would constitute a long-term commitment to keep the Kings and 
Monarchs in Sacramento; 

• Pay off the existing $72.0 million City Loan in full; 

• Contribute $20.0 million upfront to fund a Capital Reserve account for future expenses 
related to upkeep of the sports and entertainment facility; 

• Contribute $121.7 million in rent over the life of the lease ($3.0 million annually 
escalated at 2.0 percent per year or an average of over $4.0 million annually); 

• MSE would be responsible for all operating and management costs associated with the 
sports and entertainment facility (estimated at $10.0 million - $12.0 million annually).  
MSE would control all revenues  (including concessions, naming rights, parking, 
sponsorships, etc.) as is consistent with most cities that house NBA clients in which the 
team runs, markets, programs, and operates the facility. 

 

                                                 
1 Note:  In addition to the costs above, the project will likely require some form of short-term borrowing that will 
result in interest costs.  Interest costs are currently estimated at $35.0 million in base case estimate to $52.0 million 
in the higher cost estimate. 
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The combination of rent and upfront capital reserve contributions equals $141.7 million, or 
approximately 26.0 percent to 29.0 percent of the estimated development costs of the facility. 
 
To the extent that the new voter-approved tax proceeds are used to construct a sports and 
entertainment facility, the voters are asked to further advise whether the remainder of the 
proceeds, approximately $600.0 million -$700.0 million over the 15-year period, should be 
distributed through tax sharing agreements to all the cities in the County that approve the 
agreements prior to the November election date (Citrus Heights, Elk Grove, Folsom, Galt, 
Isleton, Rancho Cordova, and Sacramento).  The cities could then utilize their portion of funds 
consistent with the views of those particular city councils.  However, the voters will also be 
asked to advise whether the cities should expend any proceeds for local roads and transit 
improvements, police and fire safety enhancements, parks and recreation services, libraries, 
children’s services, and arts and cultural amenities.  In addition, the County would also share in 
these proceeds with an estimated $226.0 million to $262.0 million accruing to the General Fund 
over the 15 years to fund services consistent with Board preferences.  
 
From the County’s direct perspective, these additional funds could go a long way toward 
augmenting existing services, as well as help us provide for additional quality of life amenities 
and critical infrastructure.    
 
DISCUSSION AND ANALYSIS 
 
Downtown Sports and Entertainment Facility: 
 
The most discussed aspect of this proposal is the potential to spend up to half of the possible 
proceeds to construct a new entertainment and sport facility in the downtown rail yards to 
replace the aging Arco Arena. 
 
The current owner and operator of Arco Arena (MSE) have been stating for several years that the 
almost 20-year old facility is no longer adequate for the needs of its NBA and WNBA 
professional basketball teams.  MSE also believes that Arco is antiquated for attracting other 
touring events or sports teams because it lacks a number of attributes necessary to bring such 
events to town.  MSE has stated that unless Arco is replaced, it cannot continue to operate the 
facility or continue to keep its team operating in that sports and entertainment facility, and that in 
the future they must look for other alternatives, which may include relocation to another market.  
This could mean that the Arco Arena would be demolished and its land sold.  This would leave 
Sacramento without a major entertainment venue to attract major shows and national touring 
programs. 
 
In addition, the costs for the construction of a new entertainment facility that would meet all the 
needs of touring shows and productions, but also meet the needs of a NBA and WNBA team, are 
likely in the range of $375.0 million to $450.0 million for the building shell alone.  In addition, 
these costs do not include other construction related costs for a parking structure, on-site 
improvements, contingencies, and other specific on-site costs.  When these costs are calculated 
into the equation, it is quite possible that the total costs could be between $470.0 million - $543.0 
million.  
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ESTIMATED ARENA COSTS  AND SOURCES OF FUNDS   

 Low Estimate High Estimate 

COSTS   
   

ARENA $377,000,000.00 $450,000,000.00 

PARKING, 45,000,000.00 45,000,000.00 

PARKING, INFRASTRUCTURE, SITE DEMO, LAND COSTS 47,500,000.00 47,500,000.00 

TOTAL PROJECT COSTS * $469,500,000.00 $542,500,000.00 
   

   

REVENUES   

   

Sales Tax Revenue $424,500,000.00 $497,500,000.00 

City Natomas Land Sale Revenue Estimate 45,000,000.00 45,000,000.00 

TOTAL REVENUES $469,500,000.00 $542,500,000.00 

   

   

Total MSE Contribution Over Life of Project   

       $3.0 million year escalated at 2.0% $121,700,000.00 $121,700,000.00 

       Upfront Payment for Capital Reserve Fund 20,000,000.00 20,000,000.00 

   

 $141,700,000.00 $141,700,000.00 
   

   

Percent MSE of total project costs  $0.30 $0.26 

   

*   Note:  In addition to the costs above, the project will likely 
require some form of short-term borrowing that will result in 
interest costs.  Interest costs are currently estimated at $35.0 million 
in base case estimate to $52.0 million in the higher cost estimate. 

  

 
MSE has stated quite clearly that constructing such a new facility with purely private funds for 
their NBA team makes no economic sense to MSE.  The incremental revenue to be raised from a 
new sports and entertainment facility does not offset its construction costs.   As a result, a 
public/private partnership is necessary. 
 
While any new sports and entertainment facility could certainly become the long term home for 
the NBA Kings and WNBA Monarchs, it needs to be stressed that a majority of the events staged 
at the existing Arco Arena and the proposed new downtown sports and entertainment facility 
would not be NBA basketball related.   Events such as the Ice Capades, NCAA Basketball, 
wrestling matches, boxing matches, concerts, conventions, children’s shows, and a broad variety 
of other events make up 2/3 of the events.  Arco Arena hosted 188 events in 2005 of which only 
approximately 60 where Monarch and/or Kings. 
 
Further, many events which could have been hosted by a new sports and entertainment facility 
bypassed Arco Arena because of its antiquated facilities or bad acoustics.  Staff estimates that 
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well over 200 events could be hosted at a new sports and entertainment facility with updated and 
state of the art equipment.  This could add dozens of new entertainment options for our 
community on an annual basis. 
 
While the costs for such a sports and entertainment facility may seem high, the reality is that an 
approximate $400.0 million building is the equivalent cost of similar arenas that have been built 
in the last five to ten years – almost all with public dollars – in similar cities such as Memphis, 
San Antonio, Indianapolis, and Charlotte.  The building being planned for the rail yards would be 
similar in scope to these buildings, with specific changes for the Sacramento Region that could 
reflect our history as part of the design.  Unfortunately, construction costs over the last three to 
four years have risen significantly when accounting for both materials and the higher costs of 
conducting business in California.  Thus, constructing a “Memphis type” building (building only 
not including parking and on-site infrastructure) today in Sacramento (which cost $188.0 million 
in 2002) will cost almost $400.0 million today in Sacramento.  Construction costs are not 
expected to decrease in the foreseeable future.  To the contrary, the cost of constructing a sports 
and entertainment facility will simply rise over time. 
 
”Updating” Arco Arena is not an option.  An independent study performed by the City of 
Sacramento concluded that retrofitting Arco to meet NBA standards cannot be done.  Its basic 
construction is not suited for the demands of the modern NBA nor was it designed for rapid 
turnover of events or to accommodate the amenities that many patrons demand.    
 
Finally, the fact remains that the owners of Arco Arena, the Kings and Monarchs, believe that 
the present sports and entertainment facility cannot meet their needs in the future, and that 
without a new sports and entertainment facility, the future of the franchises and the arena are in 
serious doubt.  While MSE has been extremely careful to never threaten relocation if a new 
sports and entertainment facility is not built, the fact is that NBA economics dictate that a new 
sports and entertainment facility is necessary for them to be competitive in this market.  Without 
a new sports and entertainment facility, it is simply a matter of time before the Kings and 
Monarchs relocate. 
 
Should the Kings and Monarchs relocate, Arco Arena will have little value for MSE.   Instead, it 
is more likely, given the demand for land for housing in Natomas, that MSE would conclude that 
Arco should be demolished and the land used for a higher and better use.  Should that occur, this 
region will be left with no entertainment venue in the 15,000 to 20,000 seat size to host events.  
 
City and county staff began formal negotiations with MSE in late May to determine whether an 
arrangement could be negotiated for a publicly owned and constructed facility as a public/private 
partnership.  Such a facility would not only host all the non NBA/WNBA events, but also insure 
that Kings and Monarchs remain in Sacramento for decades to come.  Further, city and county 
staff believe that placing such a sports and entertainment facility in the proposed downtown rail 
yards could be a catalyst for revitalization of that core urban area.  
 
Negotiations have been ongoing.  Within the last several days a tentative agreement has been 
reached which, if approved by the Board of Supervisors, could result in a new downtown sports 
and entertainment facility that staff feels meets the needs of both the public and MSE.   The basic 
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transaction terms of this tentative agreement are shown in Attachment 1.  The agreement is 
tentative based upon the fact that some items will require not only some additional time to work 
out, but several items will require approval of the owner and developer of the downtown rail 
yards which will require another set of negotiations and require additional time.  Staff believes 
that concluding these negotiations prior to the election is critical so that voters have adequate 
knowledge on which to base their vote. 
 
Tax Sharing Agreements with Partner Cities: 
 
While a downtown sports and entertainment facility is an important piece of infrastructure for 
our region, it is by no means the only capital need or service that remains underfunded.   Much 
other community needs from local road and transit needs, to more police protection, to better 
parks, to additional libraries, to more funding for arts and cultural activities are all candidates for 
more resources.  As a result, staff and individual members of the Board have been meeting with 
staff and elected officials from all the cities within the County to determine their interest in 
helping raise funds for both a sports and entertainment facility as well as these other community 
needs. 
 
To address these needs on a countywide basis, staff is suggesting that the advisory vote also 
include provisions which would gauge the will of the voters for sharing the proceeds of the 
proposed sales tax increase with the other cities in the County.  Staff is suggesting asking the 
voters whether the County should enter into tax sharing agreements prior to the November 
election with each of the seven cities. 
 
Staff is recommending that if such agreements are entered into, the allocation of the proceeds not 
dedicated to a downtown sports and entertainment facility be distributed as shown in Attachment 
2.  This table indicates total proceeds expected to be gained, and then distributed based upon 
existing sales tax distribution (situs).  As can be seen, under this scenario, each jurisdiction 
would receive a significant amount of funding to address needs within their community.  Under 
this formula, the county General Fund would retain between $226.0 million to $262.0 million for 
its own needs as determined by the Board and future Boards.  Given the projections for budget 
deficits in upcoming years, these additional funds would be useful in helping maintain existing 
services and augment some high priority items as determined by the Board. 
 
An important caveat to this proposal is that staff is recommending that the timing of these 
proceeds not be distributed until after the sports and entertainment facility share is constructed 
and paid for.  This is mainly for economic reasons in that if all of the proceeds of the tax in the 
early years are allocated toward the sports and entertainment facility, it can be entirely paid for in 
five to seven years given modest projections on growth and depending upon the ultimate costs of 
the sports and entertainment facility.  This pay as you go approach toward allocating early 
funding toward the sports and entertainment facility almost completely negates the needs for any 
significant long-term financing of the sports and entertainment facility construction saving 
literally millions of dollars in interest costs.  Conversely, if funds were allocated to the partner 
cities and county upfront, a large portion of the sports and entertainment facility construction 
would need to be debt financed and interest and loan servicing costs would be added, leaving 
literally millions less for critical services and quality of life projects.    
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While staff recognizes this delays the other community benefits until after the sports and 
entertainment facility is built, the costs savings from eliminating long-term debt service interest 
carrying costs more than justifies this position. 
 
Voter Threshold Requirements -- 2/3 versus 50.0 Persent: 
 
As described in this report, County Counsel has reviewed the proposal and opined that what is 
proposed is a general tax requiring majority voter approval.  Further, The county’s Bond 
Counsel, Orrick, Herrington & Sutcliffe LLP, also concluded that this is a general tax requiring a 
majority vote. 
 
The controversy is centered on the advisory measure which asks voters their intent with respect 
to how any new voter-approved tax revenues MIGHT be spent should the tax measure pass.  
This second vote is purely advisory in nature and in no way binds the Board to act accordingly. 
 
This duel measure approach has been upheld by an appellate court under Article XIII A of the 
California Constitution (Proposition 13) and the statutory taxing requirements of Proposition 62.  
It has not been tested under the taxing requirements of Proposition 218 which, among other 
things, placed similar requirements in the state constitution.  However, without guaranteeing any 
particular result, both County Counsel and Bond Counsel, Orrick, Herrington & Sutcliffe LLP, 
believe the principles are the same and that the proposed sales tax measure should be viewed as a 
general tax only requiring a majority vote.  
 
MEASURES/EVALUATION 
 
N/A 
 
NEXT STEPS: 
 
Should the Board act on staff recommendations and enact the sales tax ordinance, as well as 
place both measures before the electorate, staff will immediately begin to act on the following 
items: 
 

• Begin preparation of tax sharing agreements with partner cities; which must be adopted 
no later than October 15, 2006.   

• City staff will enter into negotiations with Thomas Enterprises regarding elements of 
sports and entertainment facility proposal that are dependant upon agreement of the rail 
yards developer.  If a mutually acceptable agreement cannot be reached, an alternative 
location for the facility should be considered.  County staff will provide assistance if 
requested. 

• Staff will commence work with MSE representatives on preparing design standards for a 
new sports and entertainment facility which could serve as a basis for preparing more 
refined cost estimates.  This should be achieved before the November vote so voters have 
access to best cost information before casting their ballot. 
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• Formalizing the tentative agreement into a more binding Memordum of Understanding 
(MOU) which could serve as a base for an ultimate lease document; and, 

• Further refining the government relationship between partner cities and county for 
construction of possible sports and entertainment facility. 

 
Staff is aiming toward a deadline of October 15, 2006, to complete any unresolved sports and 
entertainment facility issues with MSE and Thomas Enterprises to assure that voters are well 
aware of the resolutions before voting. The City/County and MSE have the ability to terminate 
the agreement if a mutually acceptable MOU cannot be executed by October 15.  Both parties 
also have the ability to terminate the agreement at the conclusion of design development 
agreements – likely in summer 2007. 
 
CONCLUSION 
 
The Sacramento community, including all its member cities and the County, have a variety of 
unmet quality of life needs.   These needs vary across communities, neighborhoods, and cities, 
but all share in a desire to have more and better facilities and services to serve our collective 
citizens.  To help address these needs, and to ultimately help make our community a better place, 
staff is recommending the actions outlined in this report. 
 
Respectfully submitted, APPROVED: 
 
    
PAUL HAHN, Assistant to the County Executive GEOFFREY B. DAVEY 
Department of Economic Development  Chief Financial/Operations Officer 
and Intergovernmental Affairs 
  
  CONCUR: 
 
  ______________________________ 
 TERRY SCHUTTEN 
 County Executive 
 
 
Attachments: 
 Resolution (One-Quarter Percent Transactions and Use Tax) 
 Resolution (Advisory Measure) 
 Ordinance 
 Attachment 1 
 Attachment 2 
 


