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3-First Amendment to Disclosure Counsel Agreement with Stradling Yocca Carlson & Rauth
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Description/Analysis 

Issue Detail: In 2013, the City entered into two legal-services agreements in connection 

with the issuance and sale of bonds needed to finance the City’s contribution to the 

development of the new Entertainment and Sports Center (the “ESC”) in downtown 

Sacramento:

 An Agreement for Special Counsel Services with Orrick, Herrington & Sutcliffe 

(“Orrick”), dated June 1, 2013, and designated as City Agreement No. 2013-1120

 A Disclosure Counsel Agreement with Stradling Yocca Carlson & Rauth (“Stradling”), 

dated June 1, 2013, and designated as City Agreement No. 2013-1121

When they entered into these agreements, the City, Orrick, and Stradling anticipated that 

the bonds would be issued sometime in mid-2014. But the subsequent filing and 

prosecution of lawsuits challenging the ESC has required the City to delay issuance, as the 

City is unable sell the bonds until the lawsuits have been resolved, most likely in the

second quarter of 2015. 

This unexpected delay posed a serious problem for the City’s partner in developing the 

ESC, Sacramento Downtown Arena LLC (“ArenaCo”). ArenaCo needed to secure its 

financing by the end of July 2014 but could not do so unless the City had likewise secured 

its own financing. So to facilitate ArenaCo’s financing, the City, Orrick, and Stradling 

entered into extensive negotiations with the City’s underwriter, Goldman, Sachs & 

Company (“Goldman”), on an agreement that commits Goldman to purchase the City’s 

bonds on specified terms once the lawsuits are resolved. The City and Goldman entered 

into this agreement on June 30, 2014, enabling ArenaCo to secure its financing on 

schedule.

Because of the above-described delay and the negotiations on the Forward Bond Purchase 

Agreement, Orrick and Stradling have expended considerably more time on the ESC than 

originally anticipated, and there is still more work to do once the lawsuits are resolved and 

the City can go to the municipal-bond market. Yet as their agreements with the City now 

read, Orrick and Stradling will not be paid for their work until the City successfully issues 

and sell bonds—which, as already noted, has delayed almost a year beyond what was 

originally anticipated. The proposed amendments address this unanticipated delay by 

authorizing payment of Orrick’s and Stradling’s legal fees in two installments. The first 

installment covers their work on the ESC through the date of the Forward Bond Purchase 

Agreement and will be paid immediately from the ESC debt-service fund under the budget 

authority approved in Resolution No. 2014-0131. The second installment covers their 

remaining work and will be paid once the bonds are successfully issued and sold, with 

payment coming from the bond proceeds. (The City will also reimburse itself from the bond 

proceeds for the first installment.)
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Policy Considerations: Orrick and Stradling have been working on the ESC financing 

since early 2013. Their detailed knowledge of the City and their expertise in municipal 

bonds were critical to the successful negotiation of the Forward Bond Purchase Agreement, 

and their continued efforts will be equally critical to the successful issuance and sale of the 

bonds next year. Staff recommends that the City enter into the attached amendments to the 

agreements with Orrick and Stradling so that they do not have to wait unreasonably long to 

be compensated for their work to date.  

Economic Impacts:  None

Environmental Considerations: 

California Environmental Quality Act (“CEQA”): CEQA does not apply. Approval of 

staff’s recommendation is not a “project” subject to CEQA because it (a) has no 

potential to cause a significant effect on the environment and (b) concerns government 

fiscal activities that do not involve any commitment to any specific project that may 

result in a potentially significant physical impact on the environment. (Cal. Code Regs., 

tit. 14, §§ 15061(b)(3) and 15378(b)(4).) Even if approval were a “project,” the issuance 

of bonds relates to the ESC project, for which the City certified an environment-impact 

report on May 20, 2014.

Sustainability: Not applicable.

Commission/Committee Action: Not applicable.

Rationale for Recommendation: The proposed amendments are needed to conform the 

City’s agreements with Orrick and Stradling to the current circumstances.

Financial Considerations: 

Amendment to Orrick’s Agreement. As amended, the agreement expires on 

December 31, 2015, unless sooner terminated. Orrick’s compensation will be based on 

time actually expended and paid in two installments. The first installment is capped at 

$500,000 and will be paid immediately from the ESC debt-service fund under the 

budget authority approved in Resolution No. 2014-0131, which will be reimbursed from 

bond proceeds if bonds are sold. The second installment covers the balance of Orrick’s 

work on the ESC and is subject to the following: 

 If bonds are sold, then the second installment will be paid in full from the bond 

proceeds. 
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 If bonds are not sold, then the second installment will be capped at $250,000 and 

paid from the multi-year operating project (MYOP) for the Downtown ESC Project 

(I02000500).

Amendment to Stradling’s Agreement. As amended, the agreement expires when the 

bonds are sold or when the bond financing is abandoned. Stradling’s compensation will 

be based on time actually expended and paid in two installments. The first installment is 

capped at $100,000 and will be paid immediately from the ESC debt-service fund under

the budget authority approved in Resolution No. 2014-0131, which will be reimbursed 

from bond proceeds if bonds are sold. The second installment, covering the balance of 

Stradling’s work on the ESC, is contingent on the sale of bonds and will be paid in full 

from the bond proceeds. 

Local Business Enterprise (LBE): Not applicable.
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