The Honorable Mayor Kevin M. Johnson
State of the City Address
January 30, 2012

“Making the Impossible Possible”
As Prepared for Delivery

Good afternoon and welcome. When | sat down takthbout this “State of the City” address, a
lot of ideas rushed through my head. But let'®fiie- there’s only one topic on everybody’s
mind: the economy, jobs and getting people backdrk. So the question this year-- heading
into 2012-- is not what is on people’s minds - Efear on that. The question is HOW are we
going to dramatically improve the economy and @eabre jobs?

The answer, is that we are going to make the imiplesgossible.

But first, if anyone who thinks we aren’t in a dsituation, let me remind you of a few key facts.
We have one of the most negative business climati® country. A recent survey ranked us
99" out of 102 cities. We are the sixth worst largeropolitan area in the country when it
comes to unemployment with 10.9% of our communiihewut jobs. And, we have the tenth
highest foreclosure rate in the country. Sacrambatoeowners are receiving foreclosure
notices at nearly three times the national average

So let me be clear that the economy is bad evemaybet it's worse here. No one has escaped
it. And we are in a near impossible situation. é&xpwould tell us that it'll take 5 more years
before things get better in Sac.

You know what | say back to those experts? Wetdwawve 5 years. Families who are emptying
their savings to pay their mortgages can't waitild®an whose parents don’t have health
insurance can’'t wait. Business owners who haveadyooit their last lines of credit can’t wait.

None of us can afford to wait for the economy twokesr on its own. We have to take bold
actions and determine our own destiny. And we hawp it now. We have to make the
impossible possible.

How are we going to do this? I'm going lay out 3ywave can.

* % %

The first is the new sports and entertainment cemplf ever there was something this city
thought was impossible (pause), it was buildinga sports and entertainment complex. After
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12 failed attempts, it was hard not to! But youwnwehat, folks? We are this close to making it
happen.

Think about this: eight months ago, we were sitth@owerBalance Pavilion watching what
everybody thought was the last Kings game we’d seer The team was not only rumored to be
moving; they not only had one foot out the doertwo feet out the door. They had both legs,
arms, their torso, head and all critical body patts It was like there was one little stringlae t
back of their coattails that snagged on the dodhey were walking out. But we grabbed that
string and reeled them back in.

What kept them here? We did. Not one of us, Hudfals collectively.

We simply had to relay the truth and the facts aliws city. We reminded the NBA that we sold
out 19 of the 26 seasons the Kings have been igiuWe pointed out that we're a top 20
media market. We told our corporate community séelpyp by raising $7 million in additional
corporate sponsorships- in a little over a weekdl Are proposed a credible pathway to a new
arena

No one thought it could happen. But it did. We mé#tk impossible possible. We saved our
team and bought another year to get this done.

Now it's time to finish what we started. It's cetntime. March is only a four weeks away.
But I'm confident we can get this done. We are etdhan ever to finding a way to pay for the
facility in a way that protects taxpayers, worksdtl parties, and ensures a true public-private
partnership.

And now we are incredibly close to finalizing amplta build and finance the most transformative
economic project downtown has ever seen. If trenit impressive enough, we’re doing it
without raising taxes and without any negative iotpga our general fund

And as I've said all along, building this sportsiantertainment complex is about much more
than basketball. It's about defining our own d&gtiThis complex is really about three things.
It's about job creation (4100). When we build tarena, it will create 4100 new jobs. It's about
becoming a destination point. The new complex atillact over 3 million new visitors to
downtown. Those visitors will ignite new economavelopment, increasing annual revenues for
the region by $157 million and for local governmagencies by $5.8 million.

Since we’ve laid out the path to a new arena, émse of momentum in the city is strong.
Everyone wants to be a part of this! Our city sta#f working hard to bring this project to life.
But they’re not alone.

We've received tremendous support from the Think Bommittee led by co-chairs Senator
Darryl Steinberg and Senator Ted Gaines. Theyrdeseir thanks, as do other members like
Council Members Rob Fong, Steve Cohn and Angeliglédy. We should also thank labor
leaders like Willie Pelote, Bob Balgenorth, Adanvkall and Matt Kelly. And there are many
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more business, civic, faith and elected leaderswehareated this broad, diverse and bipartisan
coalition of support.

We also can't forget the grassroots support ofGitizen Architects, our Kings fans, Here We
Stay, Here We Build, Sac Deflated and most recetit/team behind the Small Market, Big
Heart documentary.

And then there’s Jack and Gil — the only folks wieoactually put in real money to pay for this
darn arena! Let me tell you a little about Jack &ild

A few months back, my friend Willie Pelote drivihgme and saw some kids running a
lemonade stand. Being a father and a good SamgaVitdéire stopped to buy some lemonade. As
he was getting his change back, Willie asked tds What they were going to do with all the
money they made.

The boys, Jack and Gil, replied, “We’re donating thoney to help build the new arena. We
love the Kings and want to do our part to keep thene!” Needless to say, Willie handed the
change back to them.

But doesn't this story capture the spirit of Saceatn?

These two young men represent the best of Sacramiatk and Gill understand that this is a
defining moment for the city. Jack and Gil arendying small. They aren’t saving up to buy
tickets or a jersey. They are going for broke: king big, playing big, and acting big. They want
the whole enchilada! Nothing short of financing g#rena. Think that's crazy? Maybe not.

Jack and Gil's efforts are the inspiration for avrrogram that I'm pleased to introduce today.
It's called “Brick by Brick.” Our goal is to rais®10 million from everyday folks from around
the region towards the financing of the arena. Adimyg like this isn’t built overnight. It gets
built brick by brick. Supporters can purchase ackir which will be engraved with their name
and placed at the entryway into the arena.

It'll look something like this. These two have Bamnd Gil's names on it. This other one has
City Councilmember Steve Cohn’s name on it sinagr ydeas helped inspire this initiative!

This way, every time we walk into the complex, wid e reminded of the fact that this was an
effort of the entire community. And we’ll never &t the time we made the impossible possible.

* % %

But as I've always said, we can’t put all of ougegn one basket. One reason why Sacramento
has been so hard hit is because we don’t haveeasified revenue base. For decades, we've
been over-reliant on the state government andestate. That has set us up to be hardest hitin a
financial crisis.
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In order to change this, we need to bring new itrgius the region through a focus on making
Sacramento the “Emerald Valley.” It might seem isgible that Sacramento could be known for
something other than being the capital right? iBdbesn’t have to be. Let me give you one
quick example of how we’re making the impossiblegible in the “green” sector.

Has anyone ever heard of Richard Branson? Ifé@dgku to describe him, what would you
say? Visionary? Innovative? Crazy? All of those reght, actually. He’s an expert at making
the impossible possible. So what’s he focusedgiin now? The Green Economy. And
Sacramento is front and center in his plans.

Last year, we announced that Sacramento has beserchy Branson and his new “The Carbon
War Room” initiative. We are one of only two citieationally to receive $100 million in private
investment to retrofit commercial office buildinggking them more efficient.

The City signed a contract with Ygrene Energy Ftmohake this happen in Sacramento. Thank
you to Dan, Dennis, Mike, John and the entire Ygrezam for your investment in our city. And
thank you to Councilmember Kevin McCarty for youpport as well.

The initiative will create 1500 jobs, mobilize $280llion in economic activity, and generate
$25 million in sales tax. Moreover, property owneil save money on their energy and water
bills, and our region’s carbon emissions will gowtio

It's this kind of innovation that earned us distion of being one of only five cities in the nation
selected for President Obama’s Better Buildingsli€nhge. Can you imagine? The White House
singling Sacramento out for this?

Now | have to tell you how geeked | was when | dahat we’d be invited to the White House
to as part of our selection for this initiative. Yknow that when a little kid from Oak Park can
make it to the White House to meet with the Pratitleat truly anything is possible.

So, to build on our 2011 momentum, we have bigpfan2012.

First, we're launching Greenwise Joint Ventureegional entity that will deliver on the Action
Plan we announced right here one year ago. Setmutaly we're announcing plans to raise an
additional $100 million for retrofitting schools 8012 to create another 1500 jobs. Third, we are
working with Alice Waters to bring her Edible Sciysrd Project that will test her ideas for
school gardens, cooking classes, and healthy emtiSgcramento. And finally, we've set a goal
to plant 30,000 trees in 30 days to commemoratS#veamento Tree Foundation’s"30
anniversary.

Making Sacramento known for something other tharegament may seem impossible, but
becoming the Emerald Valley is within our grasp.

* % %

Mayor Kevin Johnson
State of the City Address
January 30, 2012 page 4



Next, and perhaps most importantly, we cannot fordet is necessary in the long run to ensure
a robust and healthy economy. And that is education

As Mayor, | don’t have any direct relationship witte schools. But every mayor in every city
has to be involved in schools in some way, becdlssgo vital to the health of a city. In case
you’re not seeing it, let me share some statiséitmost 2,300 students did not graduate from
Sacramento’s high schools in the last year. Thelii@time earnings in Sacramento for that
class of dropouts alone is $596 million. Don'’t teké our schools aren’t important to our
economy.

We won't be able to compete in the global economiyl we fix our schools. | said this last
year, but the fact still remains: over the nexty2ars we’ll create 123 million high skill, high
paying jobs in this country. And guess how many Aoam kids will be qualified to fill those?
Only 50 million of those jobs! Less than half!!

We're seeing it already. The other day, | heartbeysabout a new store opening in the Midwest.
The town was excited by the promise of 100 new.jdb®usands of people showed up for
interviews. But guess what? While there were hugebers of applicants, most didn’t have the
skills necessary to be successful in these positiofihese were not technology or engineering or
medical jobs. These were basic jobs. But the geapplying didn’t have the necessary skills.

We can't let this happen in Sacramento. We mustiirenour city has a competitive workforce
for years to come.

Last year, we took a major step forward by focusedeading proficiency. At last year’'s State

of the City, | announced plans for Sacramento REAMS initiative to become the first city in
the nation where all of our third graders are negdit grade level. In our first year, we made
incredible progress with significant help from CoiliMember Jay Schenirer and others leaders
in the City-Schools Collaborative. We recruited 10880 volunteers who have spent 2,000 hours
in classrooms tutoring students. We trained parantl had hundreds of families participate in a
literacy event in August. And we received over $880 in funding from Annie E Casey and the
Kellogg Foundations

Not a bad start. So here’s what's in store for 2012

First, we're going after the coveted All-AmericayCdistinction that honors ten cities a year for
outstanding civic accomplishments. And guess wtest st announced as this year’s selection
criteria? Third grade reading levels! Sacramentthisad of the game on this one. Based on all of
the work we’ve done to make this issue a priokitg,can now apply for the award knowing that
we’re ahead of the curve

Second, we’re going to bring more of the natiorésttand brightest young people right here to
Sacramento. We've already raised about $4 mitioobring City Year to Sacramento. It's one of
the most acclaimed education and service orientegkam in the country.
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And finally, most of our students and schools aemeeting state or federal academic
standards. Lots of people are surprised whenlieaythat. So, we’re developing a school
report card that will give a letter grade (A-F)eteery public school in the city. Several other
states have adopted this practice but we’ll bditeecity in California to provide parents this
vital information.

With our entire country facing a crisis in our pieldchools, Sacramento has a legitimate shot to
lead the country in education reform. We can hagemost skilled workforce in the entire

nation. Many would say that seems impossiblejtbsi’t. Let's become a city known for its
great public schools

* % %

In closing, let me say this: times are tough righdv, and they'll stay tough unless we make big
and bold changes. Let’s get started in three ateias build this arena as a regional economic
engine; let’s create green jobs and diversify manemy; and let’s build great schools that
produce skilled workers.

But let’s also not forget the fundamentals. Le#store public safety budgets and flood
protection levels. Let's address our homelessneds@tordable housing challenges. Let’s
modernize our charter to create a more accoungadaldransparent government. Let's honor
commitments to the arts and volunteerism. And letisk together as a region to bolster our
business climate and embrace the Next Economy

We can do this. Anything is possible. So let's mak®ppen. If ever there was a city up to task,
it's Sacramento. If ever there was a time to dufff, it's right now. This is our moment to shape
our own destiny. Sacramento, let's make the impbsgossible.

Thank you and God Bless.
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