
The Kings and City and County of Sacramento: 
Betrayal in the Kingdom? 

 
Issue 

 
Have the City and County of Sacramento deceived their citizens regarding their dealings with the 
Kings? Specifically,  
 

• Were the city and county withholding information about current and past government 
involvement with the Kings? 

• Were the city and county withholding information about the specifics of the new arena 
proposal? 

• What are the consequences of the local government taking title to portions of the property in 
the polluted railyards? 

• What is the impact of the proposed arena on the railyard development and on development in 
other parts of the city? 

 
 

Reason for Investigation 
 
On November 7, 2006, the voters of Sacramento County defeated Measures Q and R. Before the 
election the Grand Jury received a citizen’s complaint raising questions about the measures. This 
complaint, along with public concern expressed in the media, led to this investigation. 

 
 

Method of Investigation 
 
After opening the investigation, the Grand Jury did archival research and conducted more than 25 
interviews including numerous public officers at various levels of government. 
 
The Grand Jury reviewed many agreements, memoranda, drafts, resolutions, legal opinions, 
correspondence, ballot measures, media analyses, and other documents regarding the following:  
 

• New Sports and Entertainment Facility 
• Measure A/B Tax Proposals 
• Proposed Financial Assistance to the Sacramento kings 
• Bonds and Related Documents Regarding Loans to Sacramento Kings 
• Public-Private Partnership 
• City of Sacramento Sports policy 
• Reciprocal Easement and Operation of Arena 
• Development of Property in North Natomas Community Plan Area 
• Rezoning of Property around Temporary Arena 
• Execution of documents necessary for Transfer of Property to City of Sacramento 
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• Recommendation Regarding phase II of Downtown Sports and Entertainment District 
Feasibility Analysis 
 

The Grand jury reviewed a number of published articles, including: 
  

• Michael Peter Smith, Gregory A. Guagnano, Cath Posehn, “The Political Economy of 
Growth in Sacramento: Whose City?” Chapter 14 in Gregory D. Squires, editor, Unequal 
Partnerships: The Political Economy of Urban Redevelopment in Postwar America. 
(Rutgers University Press, 1989)  

• Paul C. Weiler, Leveling the Playing Field: How the Law can make Sports Better for 
Fans, (New York: Harvard University Press, 2000) 

• No. 339, April 5, 1999, Policy Analysis “Sport Pork-The Costly Relationship between Major 
League Sports and Government,” Raymond J. Keating 

 
 

Background and Facts 
 

Before the Kings and the Current Arco Arena 
 
There have been numerous efforts in Sacramento to build sports facilities with public money. They 
have all failed. In 1975 there was a ballot measure presented that would have allowed the building of 
a stadium on county owned land; it was defeated. Without seeking voter approval, in 1978 the Board 
of Supervisors was preparing to negotiate a long term lease with developers for a stadium on 
Bradshaw Road. The 1978-1979 Sacramento County Grand Jury called for a temporary halt to the 
county proceedings and requested the matter be decided by the voters.1 Later that year Proposition 
13 passed and the county abandoned the Bradshaw Road project. 
 
Developers who owned land near the current arena location in North Natomas qualified Measure A 
for the 1979 ballot. The measure would have rezoned 400 plus acres owned by developers and 
allowed the development of a sports complex.2  Measure A lost. The city and county thereafter 
formed a joint commission to study where a stadium could be located in Sacramento County. The 
commission voted for two sites, one of which was the present Arco Arena site. 
 

The hectic times, leading up to and following the temporary Kings arena, have been full of sport 
stadiums and arena plans. In 1983 a county officer publicly gave this perspective, “I see the private 
sector finally successful in their plan to purchase an inflatable stadium which can then be set up at 
different locations which from time to time have been vigorously proclaimed as ‘The Perfect Site in 
Sacramento County!’ The hot air needed for this inflatable stadium is certainly abundant in 
Sacramento!” 

 

 
1 1978 Grand Jury Report, letter dated December 21, 1978, to the chairman of the board of supervisors. 
2 Developers pushing Measure A had previously purchased the land where the stadium would be and the adjacent land. 
County Recorder Documents. 
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The same developers who sponsored the 1979 Measure A purchased the Kansas City Kings in 1983. 
In 1984 they were quoted in the media as committed to the people of Kansas City, saying, “Our 
primary goal right now is to make the team succeed in Kansas City.” While these new Kings owners 
were negotiating with Kansas City, they were also building a warehouse in North Natomas to be 
used as a temporary arena.  However, this structure wasn’t built to National Basketball Association 
(NBA) standards and when the Kings moved to Sacramento in 1985 a time limit for its use was 
imposed by the NBA. The Sacramento County Board of Supervisors on May 15, 1985, approved a 
use permit for a temporary arena on North Market Boulevard and for rezoning of the adjacent acres 
for office buildings.  
 
Opposing the rezoning, the Environmental Council of Sacramento noted the ease with which 
speculators get land rezoned. “A big league city has to have a strong government. Giving everyone 
what they ask for, regardless of the total result, is not good government.” Other opponents 
complained that some supervisors seem unduly influenced by campaign contributions from 
developers. Opinions were expressed to the Grand Jury that Sacramento politics changed when the 
Kings arrived. Developer and related interest monies have changed the political landscape and have 
raised the cost of running for office. 
 
Since the NBA had imposed a deadline for the use of the temporary arena, there was an immediate 
effort to build a more permanent facility that could be used as an arena. Several members of the city 
council and the board of supervisors, as well as citizens, expressed concerns about the pressure from 
the Kings owners to rezone and change the planning for North Natomas. The proposed arena was 
considered a wedge to allow for development3 and growth.4 An officer with the Kings was 
concerned that the city would not approve a permanent arena within the time frame set by the NBA, 
and stated to the media, “What city councilman would risk potential political suicide by voting 
against the permanent arena once the team takes up residence here?”  
 
Because of the possible flood danger in Natomas, the owners had trouble obtaining financing to 
construct the arena. To help secure the original loan commitment to build the current arena, the 
Kings received an $8 million loan from the Sacramento City Employees’ Pension Fund without the 
knowledge of the Sacramento City Council.5 The resulting arena was poorly constructed, hurriedly 
built and designed primarily as a basketball facility. The Kings and backers of a new arena argue 
that the arena is old, outdated and in need of repair. The actual situation may be that the arena does 
not generate enough revenue to offset the high salaries of the Kings players and other operating 
costs.  
 

3 A member of the then Sacramento Coalition Opposing Leap Frog Development opposing the location of the basketball 
arena in the North Natomas area stated that,  “Developers are using the emotions of Sacramento sports fans as a 
bargaining chip in winning rezoning. I hope the people of this city don’t get suckered into losing some great aspects of 
Sacramento for the sake of professional sports” 
4 Interviewees stated that growth was one of the biggest problems facing this community at that time, and that the arrival 
of the Kings put great pressure on Sacramento to allow development in North Natomas. 
5 The Kings continue to get favors from local government. Arco Arena is in the City of Sacramento. The Kings entered 
into a contract with the Sacramento County Sheriff’s Department to provide off-duty officers for security at Arco not 
withstanding a) objections of the Sacramento Police Department and b) Sheriff’s off-duty job guidelines which state, 
“Job requests are automatically refused that are not in the unincorporated areas of Sacramento County” The sheriff’s 
department offered the services at a better rate than the police department. 
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Hail to the Kings! The Costly Illusion that City Greatness Requires the 
Presence of Professional Sports 

 
Public and private groups in Sacramento have been trying for years to bring professional sports to 
this community. A few examples follow: 1) to induce the Raiders to move to Sacramento the city 
offered a $40 million bond in 1989; 2) in 1995, the city took title to land next to Arco Arena upon 
which preliminary excavation had already begun for stadium construction. In exchange, the city 
granted the donor certain tax credits and development concessions in other locations; 3) on June 11, 
1996, the city established a sports policy that sets forth types of public investment or participation 
for the retention and attraction of sports teams; 4) in 1996, there was an effort to build a major 
league baseball stadium in the railyards.    
 
Sports proponents continue to promote the ideology that Sacramento can transform to a “world class 
city,” by building an arena and keeping the Kings. The argument has been and still is that the Kings 
bring and will continue to bring growth of industry and employment and will help trigger 
revitalization of downtown; therefore, the city needs to provide money to build a new arena and 
perhaps forgive the previous loan to the Kings to stop them from leaving. A former high ranking city 
public official put the image problem in perspective, “The problem with slogans like a ‘world class 
city’ is that they wind up meaning so many different things to so many different people, and folks 
wind up arguing past one another like ships passing in the night. The premise is wacky, the logic is 
irrelevant, and only the passion is meaningful.”6  
 
In 1997 the city loaned the Kings $78.5 million. A brief history of the 1997 loans is necessary to 
understand how desperate the City of Sacramento was to keep the Kings. In 1996 the second group 
owning the Kings was considering selling or moving the team. The owners approached the city with 
a $235 million public/private partnership proposal to develop a sports complex and entertainment 
center.  The proposal was termed “Partnership for Playing.” The city’s gross commitment would 
have been $150 million. This included a $90 million contribution toward Arco Arena and a $10 
million commitment for infrastructure at the arena and stadium sites as described under the North 
Natomas Financing Plan. On January 21, 1997, the Kings group withdrew their proposal.  
 
On January 28, 1997, the Kings and the city reached agreement on a new proposal which was 
described as follows: “The City provides the Kings with financial assistance to enable the franchise 
to continue operations for a minimum of ten years. The financial assistance includes a $70 million 
loan, and fee credits and deferrals for future infrastructure. The source of payment for the loan will 
be arena revenues and ticket surcharge revenues.” Some city officers raised questions about the new 
proposal. One inquired, “How much do the revenues fall short of the loan payment of the loan in the 
early years?” The city staff responded, “There is a projected shortfall of $8.5 million during the first 
seven years.” 
  
Another inquired about the contribution or subsidy of the infrastructure under the North Natomas 
Financing Plan. The city staff responded that the “plan provides a 30-year schedule for infrastructure 
improvements to serve the North Natomas community.” City staff noted, “At this time, it is 

 
6 Unequal Partnerships: The Political Economy of Urban Redevelopment in Postwar America, G. Squires, editor, 262. 
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projected that the pro-rata share of the plan for the Arena is $5 million. This arena has already paid 
$2 million toward this fee leaving an outstanding balance of $3 million.” City staff proposed an 
approach “to provide a credit of $1.75 million to $2 million toward the infrastructure plan. Defer the 
balance of $1 million to $1.25 million for a period of not more than 15 years.” City staff stated, “The 
fee credit represents a potential long-term opportunity costs to the land owners in Natomas. In 
general terms, the city typically uses the term subsidy when a cash contribution is provided to an 
organization. The fee credit can be characterized as an adjustment to the assessment of the arena 
property. As an aside, the Sacramento City Sports Policy allows direct public subsidy of 
infrastructure without a vote of the people.”7 (Emphasis added.)  

 

Without a vote of the people, Lease Revenue Bonds in the amount of $70 million were issued in 
1997. Deferred Capital Notes were issued for a total of $8.5 million to enable the Kings to make the 
first seven year payments on the loan. On April 15, 2005, the Kings paid $12 million to pay off the 
Deferred Capital Notes. By the terms of the loan, if the Kings pay off the remaining $70 million loan 
by June 2007 they are free to leave Sacramento.  
 
The city kept, and continues to keep, most of the loan documents from the general public. The city 
website lists the bond to finance the $70 million loan, but the public can only get access to a little 
over 200 pages. Attempts to obtain the loan documents on the city website were futile. Members of 
the Grand Jury were expressly informed that the documents were approximately 800 pages and were 
not available to members of the public. Only after the Grand Jury made a written request to the city 
were the documents provided. It took the formal efforts of the Grand Jury process to obtain the 800 
plus pages of loan documents and the additional pages of notes and other supporting documents that 
went to the Sacramento City Council.  
 

Deal or No Deal: Go to the November Ballot Anyway 
 
Since 2001 there have been a number of studies and proposals to build a new arena for the Kings, 
the latest being the expenditure of over $700,000 of public funds leading to the placement of 
Measures Q & R on the November 2006 ballot. This would have provided for a multi-purpose arena 
and entertainment center. 
 
The city and county spent over $300,000 for sports consultants and attorneys to try to craft a new 
arena deal for the Kings in 2006. No work product was available to the Grand Jury, upon its request, 
resulting from this expenditure.  
 
In an effort to obtain public financing, Sacramento City and County of Sacramento officials agreed 
to put the matter on the November 7, 2006, ballot as Measures Q & R. The ballot measures as 
written were a blatant attempt to avoid the provisions of Proposition 218 in that Measure R was 
listed as a general tax (requiring a majority vote) and Measure Q was for distribution of the monies 
from the tax. Combined, they would have represented a special tax requiring a two-thirds vote. It 
cost the tax payers over $456,000 to put Measures Q & R on the November ballot.  
 

 
7 Exhibit C to Addendum to the City Manager Report, answer to: council questions. 
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There was a flurry of negotiations in New York and Las Vegas involving the Kings and various 
Sacramento officials in the run up to the November 7, 2006, election. Numerous proposals were 
floated showing support for an arena and entertainment facility in the railyard or possibly at the Arco 
site.  The public was led to believe that there had been a deal made and that only some minor 
adjustments were required to finalize it.  Had a deal been made as outlined, the city and county were 
ready to give away the entire revenue stream from the facility being proposed and pay for the 
facility. In fact there was no deal and never had been.  The arena proponents postured in public over 
who walked away from the bargaining table or who went back on their word. There was never any 
deal to go back on. All the election hype and analyses were bogus!  
 
The actions of the city and county leaders were not aboveboard with the citizens of Sacramento.8 
Local private and official proponents exhorted the public to vote in favor of Measures Q & R by 
prophesying their passage would help Sacramento’s image, save the Kings from moving, jump start 
the railyard development, and potentially be of increased economic benefit to Sacramento. It took 
judicial action to release to the public the scant documents regarding negotiations which took place 
after the measures were placed on the ballot.  
 
The lure of an economic benefit to the public by providing a subsidy to professional sports, i.e., the 
Kings, is just pure wishful thinking. “Players garner about 55 percent of the gains from subsidies and 
the owners get 45 percent. It doesn’t take a math degree to see what that leaves for everyone else.”9 
“There is economic value to professional sports. However, it should be left to the marketplace, not 
politicians, to determine that value. Without government subsidies pro sports would still exist and 
thrive, as they did in the past. Owners and players, though, would have to adjust their financial 
expectations downward a bit.”10   
 

Downtown Railyard Development – What Have We Gotten Into? 
 
The request to look into the arena development in the railyards raised questions about the railyard 
development. This report concludes with the Grand Jury’s concerns about the downtown railyard 
development which were one of the reasons an investigation was opened. 
 
The downtown railyard property consists of approximately 240 acres. This land is slated for 
development and includes the city’s plans for developing an intermodal transportation facility. The 
property is bordered on the south by “I” Street; to the west by I-5 and the Sacramento River; to the 
north by North “B” Street and on the southeast by the Alkali Flat residential area. The land is in 
close proximity to Richards Boulevard, Old Sacramento and downtown. The railyard, when owned 
by Southern Pacific, was the location of major railroad operations and housed maintenance facilities 

 
8 The County spent over $30 thousand dollars for a consultant to provide assistance in communicating key features of 
the ballot measure to local elected officials and staff to obtain their support. Inter-Governmental Consulting Services 
Contract. 
9 No. 339, April 5, 1999, Policy Analysis, Sport Pork - The Costly Relationship between Major League Sports and 
Government, Raymond J. Keating. See Also: Professional Sports haven’t delivered promised benefits in seven 
California Cities, U. C. Berkeley report by C. Cockrell, Public Affairs.  

 10 Keating, op. cit. 
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from 1865 until the 1990's. In 1995 Union Pacific Railroad bought the railyard, and became the 
responsible party for investigating the pollution and resulting cleanup. Over the years, the activities 
at the site have resulted in the release of inorganic and organic contamination across the majority of 
the acreage. Some of the area has been cleaned and developed, notably the location of the 
Sacramento Federal Courthouse. In December 2006, following the sale by Union Pacific Railroad, 
Thomas Enterprises, Inc. and the City of Sacramento became the responsible parties under the law 
for the cleanup.  
 
The results of various soil remedial investigations have defined extensive soil, soil vapor, and 
groundwater contamination, which include metals, volatile organic compounds, semi volatile 
organic compounds, poly nuclear aromatics, and total petroleum hydrocarbons.  A contaminated 
plume of groundwater extends both onsite and offsite. According to the California Department of 
Toxic Substance Control the contaminated groundwater plume extends offsite to the south, beneath 
downtown Sacramento to approximately “P” Street. Areas on the site have land use restrictions due 
to the contamination. 
 

The Train has left and the City now has the Station! 
 
Has the city initiated the much wished for revitalization of downtown or has it stepped into a 
polluted black hole?  The following questions raise great concerns about the railyard development.  

 
• Why did the city pay $55 million for a building it acknowledges is not worth $55 million? 
• What protection has the city obtained from the developer to cover any costs the city may 

incur for cleaning up portions of the polluted railyard? 
• What memoranda of understanding and other agreements has the city entered into with the 

developer to cover the costs of infrastructure and other development costs? 
•  How much will the city pay for the development and maintenance of the planned intermodal 

transportation facility? 
• How does the city plan to upgrade the outdated and overloaded sewer system serving the 

present railyard? 
• What truly objective and independent studies have been conducted that analyze the 

proposed development of offices, buildings, retail and housing in the railyards and the 
impact it will have on businesses in the downtown area, Richards Boulevard, and North 
Natomas? 

 
Before the November 2006 election, which included measures Q and R, there were ample critical 
analyses of the proposed new arena’s impact on railyard development and there is no need to repeat 
them in this report. 
 
This Grand Jury will recommend to the next year’s Grand Jury to follow up on the above questions. 
The City of Sacramento should forthrightly and in a timely manner answer the above questions. This 
would shed light on the city’s plan for the railyard and the present and proposed commitments made 
to the developer. 
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Findings and Recommendations 
 
Finding 1.  Government officials often have to make unpopular and tough decisions; however, they 
should be made publicly and in good faith. Sacramento County breached the good faith of honest 
and open communication by placing Measures Q and R on the ballot asserting a deal which did not 
exist.   
Recommendation 1. Sacramento County should not put matters on the ballot without first 
explaining the details sufficiently in writing and making them available to the public and posting 
them on the Sacramento County website. This allows the public to make an informed decision. 
 
Finding 2. The City of Sacramento has not been forthright with the citizens of Sacramento. The 
details of the 1997 loan to the Kings have never been accessible to the public and remain the focus 
of many rumors. 
 
Recommendation 2.  The City of Sacramento should make public all the 1997 loan agreement 
documents with the Kings.  
 
Finding 3. The judicially determined unlawful withholding of the documents from the public before 
the election does not build confidence in government.   
 
Recommendation 3.  Except when not restricted by law, the City and County of Sacramento should 
make all information relating to the determination of important public policy available to the citizens 
of Sacramento.    
 
Finding 4.  The City and County of Sacramento keep pandering to the Kings. The Kings are going 
to make whatever business decision they are going to make. If they want to move, they have that 
option under the terms of the current 1997 loan. The Kings and the Monarchs play only a limited 
number of games each year. If local government decides to build a new entertainment center, there is 
no justification for allowing one private group to deprive the City and County of Sacramento of the 
revenue generated and control of the development. 
 
Recommendation 4.  If the City and County of Sacramento want a first class entertainment facility, 
then build it. Build it with public funds, e.g., redevelopment funds, bonds, etc., and let the City and 
County of Sacramento derive the revenue stream. Make the facility a truly first class facility that can 
handle big name entertainment and other events. Let the facility be a draw to Sacramento and 
surrounding communities on a year round basis. If the private sector wants to participate, then make 
a deal, such as swapping the current undersize convention center in return for private participation. 
Stop worrying about the Kings. 
 
Finding 5.  The City of Sacramento has entered into an unknown number of agreements with the 
developer of the railyard and others related to the development of the railyards. 
 
Recommendation 5. The City of Sacramento should make all agreements the city has made with the 
developer and others related to the development of the railyard available to the public. 
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Response Requirements 
 
Penal Code sections 933 and 933.05 require that specific responses to both the findings and 
recommendations contained in this report be submitted to the Presiding Judge of the 
Sacramento Superior Court by June 19, 2007, from: 
 

• The Sacramento City Council, Findings 2, 3, 4 and 5; Recommendations 2, 3, 4 
and 5. 

• The Sacramento County Board of Supervisors, Findings 1, 3 and 4; 
Recommendations 1, 3, and 4.  

 
 

Appendix 
 
1. Table of Contents of the City of Sacramento Financing Authority 1997 Lease Revenue 
 Bonds 
 
2. Table of Contents of the February 5, 1997 Arena Refinancing Agreement City of Sacramento 
 and Kings Arco Arena Limited Partnership 
 
3. 1996 City of Sacramento Sports Policy 

 


















































