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REPORT TO THE
R EDEVELOP MENT AGENCY

AND CITY COUNCI L
of the City of Sacrame nto

915 I Street , Sacramento, CA 95814-2671
www.C ityofSacramento .org

Staff _Report

October 17, 2006

Honorable Mayor and Members of the City Council
Honorable Chair and Members of the Board

Title: Agreernent. Grubb & Ellis (Crocker Art Museum Expansion)

Location/Council District: District 1

Recommendation:

For City Council: Adopt a Resolution: 1} authorizing execution of an
Exclusive Authorization of Sale Agreement with Grubb & Ellis Company related
to the sale of real property owned by the City of Sacramento for the two adjacent
parcels at the southwest corner of Capitol Mali and Third Street (collectively
referred to as " (Lot X"), ), the proceeds of which will fund a portion of the
Crocker Art Museum Expansion; 2) authorizing the City Manager to execute the
Agreement on behalf of the City..

For the Redevelopment Agency: Adopt a Resolution: I ) adopting staff
findings regarding the sale of Lot X; 2} authorizing execution of an Exclusive
Authorization of Sale Agreement with Grubb & Ellis Company related to the sale
of a parcel at the southwest corner of Capitol Mall and Third Street (adjacent to
the City parcels and part of "Lot X"), the proceeds of which will fund a portion of
the Crocker Art Museum Expansion; 3) authorizing the City Manager and
Executive Director to execute the Agreement on behalf of the Redevelopment
Agency.

Contact: Torn Zeidner} Sr. Economic Development Project Manager, 808-1931
Jim Rinehart, Citywide Development Manager, 8O8w5O54

Presenters: Tom Zeidner, Sr. Economic Development Project Manager

Department: Economic Development

Division: Citywide
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Organization No: 4453

Description/Analysis

Issue: On April 1 8, 2006, the City Council approved the final Tier I and Tier II
projects for funding through the 2006 Community Reinvestment Capita!

^

Improvement Program (CRC1P). Among the Tier Iprojects is the expansion and
renovation of the Crocker Art Museum. The Crocker projects total estimated
costs of $87 million were further approved an April 1 8th to be paid through a
combination of funding sources, including private donations, a State grant and
various City monies One component of the overall City financing was identified
as being $20 million expected to be realized through the sale and/or
development of three separate but adjacent parcels (collectively referred to as
"Lot X") at the southwest corner of Capitol NIaII and Third Street. The Croaker
financing structure further anticipates availability of the Lot X proceeds by April
2007.

Two of the Lot X parcels are owned by the City and are currently used as a
surlace parking lot. The third was purchased from the State Department of
Transportation last year by the Redevelopment Agency. Combined, the area of
Lot X is 26 acres, which is slightly smaller than a standard city block. It is
currently bisected by a "slip streetF", connecting Capitol Mall to N Street. The slip
street is now in the process of being abandoned.

In anticipation of positioning the site for sale and/or development, a Request for
Proposals (RFP) process was recently conducted for purposes of selecting a
qualified real estate broker to effectively market the property to awide range of
p

*

otentiai buyers/developersn The RFP process was admr ^nistered by staff, in
cooperation with the Crocker Art Museum Association (CAMA) Board of
Directors ►4 total of seven proposals were received from brokers by the
submittal deadline. Of those, five were invited to interviews with a Selection
Committee which included:

1 M1 The Director of the City's Convention Culture and Leisure Department,

2. The Sacramento Housing and Redevelopment Agency's Real Estate
Manager;

a A Senior Project Manager from the Cityls Economic Development
Department;

4,' The Facilities and Real Property Superintendent from the City's General
Services Department; and

5. Three members of the CAMA Board of Directors.

The Selection Committee evaluated each of the five brokerage firms based on
selection criteria specified in the RFP, including:

. Experience marketing and selling prominent, highwprofile urban sites;

# Experience working with public agencies in the marketing and selling of
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property;

• Marketing plan proposed for the site; and

• Proposed fee structure and/or commisson

in applying these criteria, the Selection Committee was unanimous in its choice
of Grubb &Ellis Company as the brokerage firm to market Lot X on behalf of the

C
, .

ity n The terms of Grubb & Ellis' engagement by the C ity are outl i ned i n the
^

Exclusive Authorization of Sale agreement included as Exhibit A. Those terms
include the appointment of Grubb & Ellis as the City's exclusive agent to arrange

for sale of X for a period of six months (until April 2007)n Grubb & Ellis'
commission for sale of the property, contingent upon a successful close of
escrow, is to %be I 5°^ of the gross sales price. Any sales transaction arranged
through Grubh & Ellis will require prior City Council review arid approvaln

Two separate appraisals of the Lot X property are currently underway. Each will
independently derive an opinion of fair market value for the property. These
values will provide a benchmark by which to consider future offers to purchase
Lot X from the City and Redevelopment Agency. Staff will report back to theI-
Council in a future closed session regarding the results of the appraisals,
possible future uses on the property and related implications for the overall. .
Cracker Art Museum renovation financing plan.

Policy Considerations: These actions are consistent with the 2O052009 Merged
Downtown Redevelopment Plan which identified a number of projects and programs

including:necessa^ fo Irnp lerner^f the Downtown Redevelopment Strategy,

1. The sfren (1. 3/ fher^ir^g
of retail and other commercial functions in the downtown

hl

^d^ thearea by the installation of needed site improvements e i ther i ns i de or outs i de
F

Project Area to stimulate new commercial expansion, employment andMerged ^
economic growth; and

2. The preservation and/or restoration of historically or architecturally significant

structures; and

3. The establishment and implementation of performance criteria to assure high
site^design standards and environmental quality and other design elements which
provide unity and integrity to the entire Merged Project Area.

Environmental Considerations^ The requested actions are exempt under4 ..
CEt^A Guidelines secfioni 5262 as a plann i ng act iv ity for poss ible future act i on.

Environmental review will be performed in conjunction with the planning and
design of these projects.

Rationale for Recommendation: The Mayor and City Council determined the

C
.

racker Art Museum renovation to be a pr i or ity publ ic benef it project to be
a

implemented as part of the CRCIP. In add i t i on, these act i ons are cons i stent
F

^stenfi w i th 3
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the 2005w20Q9 Merged Downtown Redevelopment Plan.

Financial ConsideratoflS: Detailed information on the Croaker Art Museum renovation

f i nanc i ng p lan was presented and approved by Counci! on April 1 8, 2006. The following
provides a summary of the project funding:

I $39 million from private donors
I $4 million State Grant
g $2 million City 2006 CIRB
I $20 million net proceeds from the sale of Lot X

$12 million City Bridge Loan (provided through the CRCI P)^
U $2 million 2002 Master Lease Capital Projects Fund
U $3 rni1lion 20O5Downtcwn Ta.x Exerr^ .IAl^o^^^^^^

$87 million (total estimated project cost)

Any fee or commission paid to Grubb & Ellis Company will be contingent upon successful
closing of a property sales transaction, and will only be payable from gross sales proceeds.

Emerging Smali Business Development (ESBD): None

, James R. Rinehart
Citywide Development Manager

an behalf of the Redevelopment Agency
of the City of Sacramento

Resoectrullv Submitted by:

Recommendation Approved:

Table of Contents:
Pg 1-4 Report

Attachments
I Pg 5 City Council Resolution
2 Pg 7 Exhibit A: Exclusive Authorization of Sale4
3 Pg 1L RedevelapmentAge^cY Resolution

4 Pg 1 '4 Exhibit B: Exclusive Authorization of Sa
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RESOLUTION NO

Adopted by the Sacramento C ity Council

APPROVAL OF AGREEMENT WITH GRUBS & ELLIS COMPANY
TO REPRESENT CITY IN SALE OF REAL PROPERTY FOR

BENEFIT OF CROCKER ART MUSEUM EXPANSION

BACKGROUND

A. On April 18, 2006, the Mayor and City Council approved the final Tier ! and Tier 11
project lists for împlementation under the Community Reinvestment Capita!
Improvement Program (CRCIP) n The Crocker Art Museum Renovation and
Expansion Project (CF56) was included as a Tier ! project.

B. in conjunction with Tits designation of C^'56 as a Tier ! project, the Mayor and City

Council
.

^! approved a financing p!an entailing the sale and/or de^relopr^ent of City-owned
parcels identified by Assessors Parcel Numbers 006x01 35-028 and 006-01 35-029 (Lot,
X), the proceeds of which sale will fund a portion of CF56Ts project costs

C. A Request for Proposals (RFP) from commercial real estate brokers was prepared
and released for purposes of identifying brokers capable and qualified to market for
sale the Lot X property.

a Responses to the RFP were evaluated by a Selection Committee of City of

Sacramento (C ity) staff and members of the Board of Directors of the Cracker Art

Museum Association Us111g selection criteria specified within the RFP

E. Grubb & Ellis Company (Broker) was unanimously chosen by the Selection
Committee as being the most qualified among the firms responding to the RFP.

F. An Excilasl"^^ Authorization of Sale Agreement (Agreement) has been negotiated
with between the City and Broker specifying the terms under which Broker will
market Lot X for sale on behalf of the City

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL

RESOLVES AS FOLLOWS:

Section 1 . The terms of the Agreement presented at this meeting are hereby

approved.

Sect ion 2.
The C i

ty Ma
nag

er is authorized to execute the Agreement on behalf of the

City .
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Exhib it A

EXCLU SIVE AUTHOR IZATION OF SALE

OWNER hereby appoints GRUBB & ELLIS COMPANY (Broker") as the Owner's exclusive agent to arrange for the sate

of the real properly described below (the "Property') for a period commencing on ^^IQBER and ending at

midnight on APR1L 17' ZQQ7 (the "Usting Period") un'ess this Authorization is extended i n writing and signed by both

Owner and Broker. The Property is located at SEC OF IW5 AND CAPtTOL MALL CONSISTING OF A^^^OXIMATEL,V

1 14,172 SQ F'T' PER ATTACHED EXHIBIT 4^A" in the City of SACRAMENTO, County of SACRAMENTO, Stale of

California, and further described as LOT X

The price and terms of the sale shall be as follows: Aprrce to de determined by the market, all rash or terms

acceptable to Sellert

' '^teor an

^
6eR4;uiflg , thenr of all

e44ort-e4-eeml term-o€^n-Pe ed

e

r

i
T ^^^77 f T ^e^

^,

perIod ' F--etaer

` s4heete

in consideration of this Authorization and Broker's agreement diligently to pursue the procurement of a purchasartorthe

Praperty. Owner agrees to pay Broker acornrnission i n cash as follows:

1 Unimproved Property. I :,5% Of the gross sales price, SUBJECT TO ThE "OTHER TERMS AND

CONDITIONS" PROVISION OF THIS AGREEMENT ON PAGE 3.

,
2 ^ ^ %^ ^G&

3, Joint-Vcntu

venture

^^

^fihe Prpe^

^

4

4 Business Oppsctuni T 4O%efth , 6PflGG-

Owner shall pay said commission to Broker i f during the Listing Period: (a) the Property or any interest therein is sold,

transferred or conveyed by or through Broker, Owner or any other person or entity; or (b) a purchaser is procured by or

through Broker, Owner or any other person or entity who is ready, willing and able to purchase the Property or any

interest therein on the terms above stated or other terms acceptable to the owner of the Property; or (c) any contract for
^ , ` ' n ^Fts rir^nfa^c^

the sale, transfer or conveyance of the Property ^^er^at^^^^^^^^

e1tioner r ight is made directly or indirectly by the owner of the Property; or (d) this Authorization is

terminated or the Property is withdrawn from sale without the written consent of Broker or the Property is made

7



Agreement; Grubb & Ellis (Cracker Art Museum Expansion) October 1 7, 2006

unmarketable by OwnerTs voluntary act. Owner shall also pay said comrnissiDrt to Broker ^f within one hundred eighty

( 180 ) days after the expiration of the Listing Period: (1 ) the owner of the Property enters into acontract for the sale,

transfer or conveyance of the Property
' ' , to any person or entity which during the term of the Listing Period or any extension thereof made a,
^
written offer to purchase the Property, or any i nterest therein, whether or not such transaction is consummated on the

same or different terms and conditions contained i n such offer; or (2) the owner o# tha Property enters into acantract for

the sala, transfer or conveyance of the Property
.pte-oii4gh4ef-hrat , to any person or entity with whom Broker has negotiated or to whom Broker has submitted

the Property in an effort to effect a transaction during the Listing Period and whose name appears on any list of such

persons or entities (the `"Registration List'F), which Broker st•ia11 have mailed to Owner at the address below slated within

ten ( 1 0) days following the expiration of the Listing Period. Where the Property i s owned by a partnership or a

carPoratian, not publicly traded, the transfer of a partnership interest in or any of the capital stock of such entity during

the Listing Period shall be deemed to be asala of the Property or of an interest in the Property.. Notwithstanding

anything to the contrary contained in this Agreement, Owner's payment of the commission to Broker shall be subject to

and conditioned upon the close of escrow of the sale of the Property, .

Commissions shall be paid through escrow upon the closing of sales or exchange transactions; absent an escrow,
commissions shall be paid upon recordation of a deed or upon delivery of such deed or other instrument of conveyance
if recordation is deferred more than one month thereafter In the event of acontract or agreement of sale, joint venture
agreement, business opportunity or other transaction not involving the delivery of a deed, commissions shall be paid

upon the mutual execution of the agreement evidencing the transaction.

Owner agrees to cooperate with Broker in effecting a sale of the Property and immediately to refer to Broker all inquiries

of any Person or entity interested in purchasing the Property. The final form, terms and conditions of the sale shall be
subject to Owner's approval in its sale and absolute discretion.. All negotiations are to be through Broker.. Owner agrees
to pay all customary escrawt title and revenue charges and to execute such documents as maybe reasonably necessary

to effect a sale of the Property

Broker i s authorized to accept adePosit from any prospective purchaser, and upon the opening of escrow, to transfer
such deposit to the escrow agent for the account of the purchaser; Provided that Broker acknowledges and agrees that
Owner reserues the right to accept or reject any offer to purchase the Property in Owner's sole and absolute discretion., l+

any ^ ^^id3te4

daa6andGthe-afReut&$etahed by .
suoh

Broker is further authorized to advertise the Property and shall have the

right to place a sign or signs on the Property if, in Broker's opinion, such would facilitate the sale thereof, subject to

Owner's prior approval of the sign and the Location of the sign an the Property..

It is understood that it is illegal for either Owner or Broker to refuse to present or sell real property to any person because

of race, color, religion, national origin, sex, tnarital status, age or physical disability...

Except as disclosed in an addendum hereto signed by both Owner and an officervf Broker, Owner hereby warrants and
represents to Broker that (1) Owner is the owner of record of the Property or has the legal authority to execute this

Authorization on behalf of such owner, (2) no person or entity has any right to purchase the Property or to acquire any

interest therein by virtue of option, right of first refusal or other agreement, (3) there are no delinquencies or defaults

under any deed of trust, mortgage or other encumbrance an the Property, (4) the Property is not subject to the
jurisdiction of any court in any hankruptcy, insolvancy, conservatorship or probate proceading, and (5) neither Broker nor

any salesperson affiliated with Broker has made any promises or representations to or agreements with Owner not

contained herein which in any manner affect Owner's and BrakerTs rights and obligations under this Authurization..

Broker hereby warrants and represents to Owner that Broker has in good standing all licenses required under applicable

law in order for such Broker to perform its obligations hereunder, and Broker hereby covenants and agrees to maintain

such licenses in good standing during the term of this Agreement. Broker also warrants and represents to Owner that
Broker has #uI1 Power and authority to execute and deliver this Agreement and to perform its obligations hereunder

Owner agrees to defend, indemnify and hold Broker harmless from any and all claims, demands, liabilities and damages
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arising from incorrect informatlon supplied by Owner or any information which Owner fails to supply.. Broker agrees to

if and hold Owner harmless from any and all claims, demands and damages arising from any materialdatend , indernn Y
breach by Broker andJar Broker's employees, agents or contractors! of BrakerTs duties and/or obligations under this
Agreement, except to the extent caused by the gross negligence or vuillful misconduct of Owner.

In the event an escrow is opened with respect to the sale, transfer or conveyance of the Property or any interest lherein,

Owner hereby irrevocably assigns to broker and irrevocably authorizes and instructs the escrow agent to disburse to

Broker the amount of the compensation provided for herein from the funds payable to Owner

In the event of any matarial default by either party under this Agreement (inciuding, without limitation, any breach of any
rePresentatians, warranties and covenants made by such party in this Agreement) , the non-defaulting party shall provide
the defaulting arty written notice of the default and an opportunity to cure such default within ten (10) days after receiptI^
of such written notice . lf thareaftar tha defaulting party fails or refuses either to cure such default withiri such ten (10) day

period and should the ^nandefaultir^g party so notif^r the defaulting party i n writing afterthe expiration of thefime ailawed,

this Agreement shall immediately terminate and, except as otherwise provided herein, the parties shall have no further

rights or obligations hereunder

Notwithstanding anything in this Agreement to the contrary, i n no event shall Broker or Owner be liable to the other party

under this Agreement for any special, indirect, incidental, consequential or punitive damages, including, without limitatian,

loss of anticipated profits or loss or diminution of revenue, regardless of the form of action, whether in contract, tort or

otherwise.

NOTICE^ BY iNITIALING IN THE SPACE BELOW YOU ARE AGREEING TO HAVE ANY DISPUTE ARISING OIJT OF
THE MATTERS INCLUDED IN THE "ARBITRATION OF DISPUTES" PROVISION DECIDED BY NEUTRAL
ARBITRATION AS PROVIDED BY CALIFORNIA LAW AND YOU ARE GIVING UP ANY RIGHT'S YOU MAY POSSESS
TO HAVE THE DISPUTE LITIGATED IN ACOURT OR JURY TRiAL BY INITIALING IN THE SPACE BELOW YOU
ARE GIVING UP YOUR JUDICIAL RIGHTS TO DISCOVERY AND APPEAL, UNLESS SUCH RIGHTS ARE
SPECIFICALLY INCLUDED iN TRE'ARBITRATION OF DISPUTES" PRQViSfONw IF YOU REFUSE TO SUBMIT TO
ARBITRATION AFTER AGREEING TO THIS PROVISION, YOU MAY BE COMPELLED TO ARBITRATE UNDER THE

AUTHORITY OF THE CALIFORNIA CODE OF CfVlL PROCEDURE. YOUR AGREEMENT TO THIS ARBITRATION

PROVISION IS VOLUNTARY WE HAVE READ AND UNDERSTOOD THE FOREGOING AND AGREE TO SUBMIT

DISPUTES ARISING OUT OF MATTERS INCLUDED IN THE #IARBITRATION OF afSPUTES PROVISION TO

NEUTRAL AR5ITRATiON*

OWNER BROKER

Arbitration of Disputes. In the event acIairrr arcontroversy arises concerning anyf~ailure to pay Broker all or any

portion of the amounts provided hereint Owner and Broker hereby agree that such claim or controversyshatl be

settled by final, binding arbitration in accordance with the Commercial Arbitration Rules of the American

Arbitration Association, which rules are incorporated herein by reference, provided, howevert that all persons

nominated to act as arbitrators of such claim or controversy shall be attorneys at law duly licensed to practice

before the courts at the State where the arbitration is conducted. Judgment upon the award rendered by the

arbitrator(s) may be entered in any court having jurisdiction therevtpepositfons may be taken and other

discovery may be obtained during such arbitration proceedings to the same extent as authorized in civil judicial

roceedings The unsuccessful party shall pay the costs of conducting the arbitration. in the event any
P
arbitration proceeding or legal action to enlorce an arbitration award is commenced to recover compensation

hereunder, the prevailing partyshall be entitled to recover its expenses and reasonable attorneys' fees incurred

therein from the unsuccessful party.

In the event that Owner and Broker have not elected to resolve commission disputes by arbitration as provided above, if

aclaim or controversy arises concerning any failure to pay Broker all or any portion of the amounts provided therein, the
prevailing party shall he entitled to its casts and attorneys' fees in any legal action regarding the collection of a

commission due hereunder,

9
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FfH

Owner hereby authorizes Broker to represent and serve as agent for any prospective purchaser of the Property or of any

interest therain, and Owner hereby waives any conflict of interests which might arise as a result thereof.

The heirs, transferees, successors and assigns of the parties hereto are duly bound by the provisions hareof.. Broker

may not assign its rights to, ordalegate its duties or obligations under, this Agreement to any otbarpartywithnutthe prior

written consent of Owner.

CALIFORNIA SALE!
LEASE AMERICANS 1IIItTH DISABILITIES ACT,

HAZARDOUS MATER1ALS AND TAX DISCLOSURE

The Americans With Disabilities Act is intended to make many business establishments equally accessible to persons
with a variety of disabilities; modifications to real property may be required,. State and Ionai laws also may mandate
changes The real estate brokers in this transaction are not qualified to advise you as to what, if any, changes may be

required now, or in the future

Owners and tenants should consult the attorneys and qualified design professionals of their choice for information
regarding these matters. Real estate brokers cannot determine which attorneys or design professionals have the
appropriate expertise in this area.. Various construction materials may contain items that have been or may in the future
be determined to be hazardous (toxic) or undesirable and may need to be specifically treated/handled or removed.. For
examples some transformers arid other electrical components contain PCBs, and asbestos has been used in components
such as fire-proofing, heating and coaling systems, air duct insulation, spray-on and tile acoustical materials, linoleurn,
floor tiles, roofing, dry wall and plaster, Due to prior or current uses of the Property or in the area, the Property may have
hazardous or undesirable metals (including leaclwbased paint) minerals , chemicals, hydrocarbons, or biological hazards
(including but not limited to mold) or radioactive items (including electrical and magnetic fields) in soils, water, building
componants, above or belovu•groUnd containers or elsewhere in areas that may or may not be accessible or noticeable
Such items may leak or otherwise be released Real estate agents have no expertise in the detection or correction of
hazardous or undesirable items Expert inspections are necessary Current or future laws may require clean up by past,
present and/or future owners and/or operators. It is the responsibility of the Seiler/Lessor and Buyer/Tenant to retain
qualified experts to detect and correct such matters and to consult with legal counsel of their choice to determine what

provisions, if any, they may include in transaction documents regarding the Property.

Sellers/Lessors are required under California Health and Safety Code Section 2591 5 at seq to disclose reports and
surveys regarding asbestos to certain persons, including their employees, cantractars, co-owners, purchasers and
tanants.. Buyers/Tenants have similar disclosure obligations. Sellers/Lessors and Buyers/Tenants have additional
hazardous materials disclosure responsibiiitiasto each other under California Health and Safety Cade Section 25359,7
and other California laws... Consult your attorney regarding this matter, and make proper disclosures.. Grubb &Eilis
Company is not qualified to assist you in this matter or provide you with other legal or tax advice..

Sale, lease and other transactions can have local, state and federal tax consequences for the seller/lessor and/or
buYerftenant. In the event of asale, Internal Revenue Code Section 1445 requires that all buyers of an interest in any
real property located in the United States must withhold and pay over to the Internal Revenue Service ^IRS) an amount

1^
equal to tan percent (10%) of the gross sales price within ten (10) days of the date of the sate unless the buyer can
adequately establish that the seller was not a foreignerr generally by having the seller sign a Norn^Fareign Seller
Certificate Note that depending upon the structure of the transaction, the tax withholding liability could exceed the net
cash proceeds to be paid to the seller at closing. California poses an additianal withholding requirement equal to three
and ane'third percent (3w1f3%) of the grass sales price an alUnd1viduais Callfarnia rasidents anc non-rasldents alike
andon entitia^ with a last known street addresa outside of the State of California lf the sale price exceeds $100,000.
Consult your tax and legal advisor... Real estate brokers are not qualified to give legal or tax advice or to determine

whether any other parson is properly qualified to provide legal or tax advice..

NO AMENDMENTS TO OR MODIFICATIONS OF THIS AUTHORIZATION NOR THE TERMINATION OF THIS
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AUTHORIZATION SHALL BE VALID OR BINDING UNLESS MADE IN WRITING AND S1GNED BY BOTH OWNER
AND AN OFFICER OF BROKER, OWNER HEREBY ACKNOWLEDGES THAT SALESPERSONS AFFILIATED WITH
BROKER ARE NOT AUTHORIZED TO MAKE OR APPROVE ANY ADDITIONS TO, DELETIONS FROM OR
ALTERATIONS OF THE RRiNTED PROVISIONS OF THIS AUTHORIZATION, DR to TERMiNATE THIS
AUTHORIZATION, AND THAT NO SUCH ADD1TiON, DELETION, ALTERATION OR TERMINATION SHALL BE VALID
OR BINDING ON BROKER UNLESS IN WRITING AND SIGNED BY AN OFFICER OR BROKER ANY PURPORTED
AMENDMENT, MODIFICATION OR TERMINATiON OF THIS AUTHORIZATION WHICH IS ORAL, OR WHICH IS IN
WRITING BUT NOT SIGNED BY BOTH OWNER AND AN OFFICER OF BROKER, SHALL BE VOID AND OF NO

EFFECT WHATSOEVER

Owner hereby acknowledges that neither Broker nor any salesperson associated with Brokers quafifted vrauthorized to
give Iegal or tax advice; i^ Owner desires such advice he shall consult with an attorney or accountant.

The undersigned hereby authorizes Broker to publicize any transactions that occur involving the subject property during
the time of this Agreement.. Broker shall have the right to name the parties to the transacrion, an4the-ize-ef-the-&aG6
but shall not disclose any financial aspects of the transaction

Owner acknowledges receipt ot acopy of this Authorization which Owner has read and understands

BROKER HEREBY DESIGNATES THE CROCKER ART MUSEUM CAPITAL CAMPAIGN AS ITS

2001 COMMUNITY CHARITABLE CONTRiBliTlON BENEFICIARY BY ALLOCATING AND

DIRECTING TEN PERCENT (10%) OF BROKER'S COMMISSION TOTRE CROCiCER ART NiUSl
rr

Other terms and conditions:

LISTING BROKERS ARE DESIGNATED AS KEN NOACKt JR., HEATH E. CHARAMUQA AND

MEMBERS OF THE CARiTAL ADVISORY SERVICES TEAM, DAN CHAMBERLAIN, AND ROBERT D. DEAft

ALL OTHER BROKERS, NOT MENTIONED ABOVEI TO BE RAID BY THEIR BUYERS UNLESS
SPECIFIC ARRANGEMENTS ARE MADE OTHERWISE BETWEEN THE GRll^B AND ELLiS LISTING TEAM MEMBERS AND

COOPERATING BROKER.

CAPITAL CAMPAIGN AS AN IRS CODEt "CHARITABLE CONTRibU I"IUP.

Owner's Marketing FXpens Contribution $Q

DATED: , 20

GRUBB & ELLIS COMMERCIAL REAL ESTATE

SERVICESt
a division of GRU88 & ELLIS COMPANY

OWNER:

By:
^RDBERT bn ^^ANf^UPlMANAGING DIRECTOR By

By: ___
By:^

KENNETHBh NOACI(: JRnNICE PRESIDENT

Initials

^

Address,

R^' .
- HEATH E., CHARAMUGAISE#VIOR VICE PRESIDENT

1 1
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Telephone

RESOLUTION NO
Adopted by the Redevelopment Agency

of the City of Sacramento

APPROVAL OF AGREEMENT WITH GRUBB & ELL^^ COMPANY
TO REPRESENT CITY IN SALE OF REAL PROPERTY FOR

BENEFIT OF CROCKER ART MUSEUM EXPANSION

BACKGROUND

A. On Apr^l' 18, 2006k the Mayor and City Council approved the final Tier I and Tier II
project l1 'sts for implementation under the Community Reinvestment Capital
Improvement Program (CRC1P) The Crocker Art Museum Renovation and,
Expansion Project (CFS6) was included as a Tier I pro1ect,

B. In conjunction with its designation of CF56 as a Tier I project1 the Mayor and City
Council approved a financing plan entailing the sale and/or development of a City
Redevelopment Agency-owned parcel identified by Assessors Parcel Number 006W,

(the Site) , the proceeds of which sale will fund a portion of CF56's project0135-030
costs

C. A Request for Proposals (RFP) from commercial real estate brokers was prepared and
released for purposes of identifying brokers capable and qualified to market for sale the

Site.

D. Responses to the RFP were evaluated by a Selection Committee of City of
Sacramento (City) staff and members of the Board of Directors of the Crocker Art
Museum Association using selection criteria specified within the RFP.

E. Grubb & Ellis Company (Broker) was unanimously chosen by the Selection

Committee
.

as being the most qualified among the firms responding to the RFPTM

F. An Exclusive Authorization of Sale Agreement (Agreement) has been negotiated
with between the City and Broker specifying the terms under which Broker will
market the Site for sale on behalf of the City.

^^^^^ ON THE FACTS SET FORTH IN THE BACKGROUND, THE REVELOPM^NT

AGENCY RESOLVES AS FOLLOWS:

Section 1 n All evidence presented having been duly considered, the findings,
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Agreement: Grubb & Ellis (Crocker Art Museum Expansion) October 17, 2006

including environmental findings regarding this action as stated in the
staff report accompanying this resolution, are adopteci

Section 2. The terms of the Agreement presented at this meeting are hereby
approved

Section 3. The City Manager and Executive Director are authorized to execute the
Agreement on behalf of the City Redevelopment Agencyt

Table of Contents:

Exhibit B
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Agreement: Grubb & Ellis (Cracker Art Museum Expansion) October 1 7, 2006

EXCLUS IVE AUTHORIZAT I ON OF SALE

OWNER hereby appoints GRUBB & ELLIS COMPANY ("Broker) as the Owner's exclusive agent to arrange orthe sale

of the real property described below (the iiPraperty'l) ft r aperiod commencing on OCTOBER 17, 2006 and ending at

midnight on APRIL 17, 20Q1 (the ;Listing Period") unless this Authorization is extended in writing and signed by both

Owner and Broker, The Property is located at SEC OF 1T5 AND CAPITOL MALL CONSISTING OF APPROXiMATELY

114,172 SQ FT PER ATTACHED EXHIBIT "A„ in the City of SACRAMENTO, County of SACRAMENTO, State of

Caiifarnia, and further described as LOT ^,

The price and terms of the sale sha11 be as foflows: A price to de determined by the market, aD cash or terms

acceptable to SeIIer

^rekieaI4e-pu ted-era

,

^ Tho ^} 'ad-shaB-bo oxtndo4^ .
yy k 1 y

fe

i#4ho The ^

Property, Owner agrees to pay Broker a commission in cash as follows:

';J^ 1^7 h.FWSM[[ awrr^ .rr^ r --^- ' ,

r ^S""'

k

FB^I-4flt^$

i"'^e
tt

'

^"^}{''+ ^

^T^ ^

. 64h6cete7

In consideration of this Authorization and Broker's agreement diligently to pursue the procurement of a purchaser for the

1. tjnimproved Property: 1.5% of the gross sales pricer SUBJECT TO THE "OTHER TERMS AND

CONDITIONS" PROVISION OF THIS AGREEMENT ON PAGE 3n

2.,
^ r

3n

^

`

^^e^
i
OF

ke^^ ^^ Oif#^yfama
r _!^4^,,..t,iyr

^

4, ,
,. i + . n

^e
^^.,.

. '^ Y

Owner shai! pay said commission to Broker if during the Listing Period: (a) the Property or any interest therein is sold,

transferred or conveyed by or through Broker, Owner or any other person or entity; or (b) a purchaser i s procured by or

through Broker, Owner or any other person or entity who is ready, willing and able to purchase the Property or any
interest therein an the terms above stated or other terms acceptable to the owner of the Property; or (c) any contract for+ . . . ' ^
the sales transfer or conveyance of the Property ^'

+eptew.ec-r4ht' " , is made directly or indirectly by the owner of the Property; or (d) this Authorization is
^tt^n consent of Broker or the Property is madeterminated or the Property is withdrawn from sale without the wr i tten
,

unmarketable by Owners voluntary act Owner shall also pay said commission to Broker if within one hundred eighty

180 ) days after the expiration of the Listing Period: (1 ^ the owner of the Property enters into acantract for the sale,
{
transfer or conveyance of the Property er-any

fiht-ef-hF&t4efuea$T to any parson or entity which daring the term of the Listing Period or any extension thereof made a.
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Agreement: Grubb & Ellis (Crocker Art Museum Expansion) October 17, 2006

written offer to purchase the Prvperty, or any interest thar&n, whether or not such transaction is consummated on the
same or different terms and conditions contained in such offer; or (2) the ownerof tha Property enters into a contract for

the saie, transfer or conveyance of the Property

^ right 6a4; to any parson or entity with whom Broker has negotiated or to whom Broker has submitted.
the Property in an effort to effect a transaction during the Listiny Period and whose name appears on any list of such
parsons or entities (the "Registration List"), which Broker shall have mailed to Owner at the address below stated within
ten (10) days following the expiration of the Listing Period. Where the Property is owned by a partnership or a
corporation. not pubiicly tradad} the transfer of a partnership interest in or any of the capital stock of such entity during
the Listing Period shall be deemed to be a sale of the Property or of an interest in the Proparty. Notwithstanding
anything to the contrary contained in this Agraernant, Owners payment of the commission to Broker shall be subject to

and conditioned upon the close of escrow of the sale of the Property,..

Commissions shall be paid through escrow upon the closing of sates or exchange transactions; absent an escrow,
commissions shall be paid upon recordation of a deed or upon delivery of such deed or other instrument of conveyance
if recordation is deferred more than one month thareaftar. In the event of a contract or agreement of sale, joint venture
agrearnent, business opportunity or other transaction not involving the delivery of a deeds commissions shall be paid

upon the rnutuat execution of the agreement evidencing the transaction.

Owner agrees to cooperate with Broker in effecting asale of the Property and immediately to refer to Broker all inquiries
of any person or entity interested in purchasing the Property.. The final form, terms and conditions of the sale shall be
subject to Owner's approval in its sole and absolute discretion All negotiations are to be through Broker. Owner agrees
to pay all customary escrow , title and revenue charges and to execute such documents as maybe reasonably necessary

to affect a sale of the Praperty..

Broker is authorized to accept adeposit from any prospective purchaser, and upon the opening of ascraw^ to transfer
such deposit to the escrow agent for the account of the purchaser; provided that Broker acknowledges and agrees that
Owner reserves the right to accept or reject any offer to purchase the Property in Owner's sole and absolute discretion nd

.^
the event

po#enthefeo1-eha1I-RGt-exGee4 the the-ce f&UGl

Broker is further authorized to advertise the Property and shall have the

right to place a sign or signs on the Property if, in Brokers opinion, such would facilitate the sale thereof, subject to

Owner's prior approval of the sign and the location of the sign on the Property.

It is understood that it is illegal for either Owner or Broker to refuse to present or sell real property to any person because

of raca, cvlar, religian, national origin, sex, marital status, age or physical disability.

Except as disclosed in an addendum hereto signed by both Owner arid an officer of Broker, Owner hereby warrants and

represents to Broker that (1) Owner is the owner of record of the Property or has the legal authority to execute this

Authorization on behalf of such owner, (2^ no parson or entity has any right to purchase the Property or to acquire any

interest therein by virtue of option, right of first refusal or other agreements (3) there are no delinquencies or defaults

under any deed of trust, mortgage or other encumbrance on the Propertyr (4) the Property is not subject to the
]

jurisdiction of any court in any bankruptcy, insolvency, conservatorship or probate procaadingF and (5) neither Broker nor
any salesperson affiliated with Broker has made any promises or representations to or agreements with Owner not
contained herein which in any manner affect Owner's and Broker's rights and obligations under this Authorization...
Broker hereby warrants and represents to Owner that Broker has in good standing all licenses required under applicable

law in order for such Broker to perform its obligations hereunder, and Broker hereby covenants and agrees to maintain
such licenses in good standing during the term of this Agreement . Broker also warrants and represents to Owner that
Broker has full power and authority to execute and deliver this Agreement and to perform its obligations hereunder

Owner agrees to defend, indemnify and hold Broker harmless from any and all clatms, dernands, liabilities and damages
arising from incorrect information suppiiad by Owner or any information which Owner fails to supply . Broker agrees to
dsfand indemnify and hold Owner harmless from any and all cIaims, demands and damages arising from any material
f^rsachrbY Broker and/or Broker's employees, agents or contractors, of Brokers duties and/or obligations under this
Agreement, except to the extant caused by the gross negligence or willful misconduct of Owner.
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Agreement: Grulbb & 811s (Crocker Art Museum Expansion) October 1 7, 2006

In the event an escrow is opened with respect to the sale, transfer or conveyance of the Property or any interest therein,
Owner hereby irrevocably assigns to broker and irrevocably authorizes and instructs the escrow agent to disburse to

Broker the amount ot the compensation provided for herein from the funds payable to Owner.

In the event of any mataria! default by either party under this Agreement (including, without 'imitation, any breach of any
µefaulting party shall providerepresentat3una1 warranties and covenants made by such party ^n this Agreament), the nvnd

the defaulting party written notice of the default and an opportunity to cure such default within ten (10) days alter receipt
ot such written notice if thereafter the defaulting party fails or refuses either to cure such default within such tan (10) day
period, and should the non-defaultiny party so notify the defaulting party in writing after the expiration of the time allowed,
this Agreement shall immediately terminate and, except as otherwise provided herein, the parties shall have no further

rights or obligations hereunder.

Notwithstanding anything in this Agreement to the contrary, in nn event shall Broker or Owner be liable to the other party
under this Agreement for any special, indirect, incidental, consequential or punitive damagas, including, without lirnitation,
loss of anticipated profits or loss or diminution of revenue, regardless of the form of action, whether in contract, tort or

otherwise

NOTICE: BY INITIALING IN THE SPACE BELOW YOU ARE AGREEING TO HAVE ANY DISPUTE ARISING OUT OF
THE MATTERS INCLUDED IN THE "ARBITRATION OF DISPUTES" PROVISION DECIDED BY NEUTRAL
ARBITRATION AS PROVIDED BY CALIFORNIA LAW AND YOU ARE GIVING 11P ANY RIGHTS YOU MAY POSSESS
TO HAVE THE DISPUTE LITIGATED IN ACDURT OR JURY TRIAL. BY INfTlALlNG IIV THE SPACE BELOW YOU
ARE GIVING UP YOUR JUafCIAL RIGHTS TO DISCOVERY AND APPEALr UNLESS SUCH RIGHT'S ARE

SPECIFICALLY INCLUDED IN THE "ARBITRATION qF DISPUTES" PROVISION. IF YOU REFUSE TO SUBMIT TO
ARBITRATION AFTER AGREEING TO THIS PRO111SIONI YOU MAY BECOMPELLEOTO ARBITRATE UNDER THE
AUTHORITY OF THE CALIFORNIA CODE OF CIV1L PROCEDURE YOUR AGREEMENT TO THIS ARBITRATION
PROVISION IS VDLUNTARYn WE HAVE READ AND UNDERSTOOD THE FOREGOING AND AGREE TO SUBMIT
DISPUTES ARISING OUT OF MATTERS INCLUDED IN THE "ARBITRATION OF atSPUTES" PROVISION TO

NEUTRAL ARBITRATION.

BROKER - -

Arbitration of Disputes. In the event a claim or cont^overayarises concerning anyfailure to pay Broker all or any
portion of the amounts provided herein, Owner and Broker hereby agree that such claim or controversy shall be
settled by final, binding arbitration in accordance with the Commercial Arbitration Rules of the American
Arbitration AssocMafion^ which rules are incorporated herein by reference, provided, ho^ever1 that all persons
nominated to act as arbitrators of such claim or controversy shalt be attorneys at law duly licensed to practice
before the courts of the State where the arbitration is conducted. Judgment upon the award rendered by the
arbitrator(s) may be entered in any court having jurisdiction thereaf. Depositions may be taken and other
discovery may be obtained during such arbitration proceedings to the same extent as authorized in civil judicial
proceedfngsn The unsuccessful party shall pay the costs of conducting the arbitration. In the event any
arbitration proceeding or legal action to enforce an arbitration award is commenced to recover compensation
hereunder, the prevailing party shall be entitled to recover its expenses and reasonable attorneys' fees incurred

therein from the unsuccessful party

In the event that Owner and Broker have not elected to resolve commission disputes by arbitration as provided above, if

ac1aim or controversy arises concerning any failure to pay Broker all or any portion of the amounts provided therein, the

prevailing party shall be entitled to its costs arid attorneys' fees in any legal action regarding the collection of a

commission due hereunder.

^g%-pecyear ia--4we

Owner hereby authorizes Broker to represent and serve as agent for any prospective purchaser of the Property orof any

Interest therein, and Owner hereby waives any conflict of interests which might arise as a result thereai.
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Agreement! Grubb & EIUs (Crocker Ark Museum Expansion) October 17, 2006

The heirs, transferees, successors and assigns of the parties hereto are duly hound by the provisions hereof . Broker
may not assign its rights to, or delegate its dutlas or obligations under, this Agreement to any other party wlthuut the prior

written consent of Owner.

CALIFORNIA SALE!
LEASE AMERICANS WITH DSABILiTIES ACT,

HAZARDOUS MATERIALS AND TAX DISCLOSURE

The Americans With Disabilities Act ls intended to make many business establishments equally accessible to persons
with a variety of disabilities; modifications to real property may he requlrad, State and fucal laws also may mandate
changes. The reai estate brokers in this transaction are not qualified to advise you as to what, if any, changes may be

required r7avwr, or in the future.

Owners and tenants should consu't the attorneys and qualified design professionals of their choice for information
regarding these matlars Real estate brokers cannot determine which attorneys or design professionals have the
appropriate expertise in this area Various construction materials may contain items that have been or may in the future
be determined to he hazardous (toxic) or undesirable and may need to be specifically treated/handled or removed For
exarnple, some transformers and other electrical components contain PCBs, and asbestos has been used in components
such as fire-proofing , heating and cooling systems, air duct insulation, sprayan and tile acoustical nlatarlals, Ilnoleum,
floor tiles, roofing, dry wall and plaster. Due to prior or current uses of the Property or in the area, the Property may have
hazardous or undesirable metals (including lead-based paint), minerals, chemicals, hydrocarhansr orblalagical hazards
(including, but not limited to, mold) or radioactive items (including electrical and magnetic fields) in soils, water, building
carnponanta, above or belowµground containers or elsewhere in areas that may or may not be accessible or noticeable
Such ltarns may leak or otherwise be released.. Real estate agents have no expertise in the detection or correction of
hazardous or undesirable items. Expert inspections are necessary. Current arfuture laws may require clean up by past,
present and/or future owners and/or operators It is the responsibility of the Seller/Lessor and Buyer/Tenant to retain
qualified experts to detect and correct such matters and to consult with legal counsel of their choice to determine what

provisions, if any, they may include in transaction documents regarding the Property

SaIIara/Lessars are required under California Health and Safety Coda Section 25915 et seq. to disclose reports and
surveys regarding asbestos to certain persons, including their empioyees, contractors, coowners, purchasers and
tenants Buyers/Tenants have similar disclosure obligations. Sellers/Lessors and Buyers/Tenants have additional
hazardous materials disclosure responsibilities to each other under California Health and Safety Cade Section 25359.7
and other California laws. Consult your attorney regarding this matter, and rnalce proper disclosures. Grubb & Ellis
Company is not qualified to assist you in this matter or provide you with other legal or tax advice

Sale, lease and other transactions can have local, state and federal tax consequences for the seller/lessor and/or
buyer/tenant In the event of a sale, Internal Revenue Code Section 1445 requires that all buyers of an interest in any
real property located in the United States must withhold and pay over to the Internal Revenue Service (IRS) an amount
equal to tan percent (10%) of the gross sales price within ten (10) days of the date of the sale unless the buyer can
adequately establish that the seller was not a foreigner, generally by having the seller sign aNonxForeign Seller
Certificate. Note that depending upon the structure of the transaction, the tax withholding liability could exceed the net
cash proceeds to he paid to the seller at closing , California poses an additional withholding requirement equal to three
and one-third percent (3-1I3%) of the gross sales price or^ all Fndividuala Callfarnla rg^ldants and nOnTMre.ldanta alike
and on entitias with a last kpnwn street address outside of the Stata af California if the sale price exceeds $100,000..
Consult your tax and legal advisor... Real estate brokers are not qualified to give legal or tax advice or to determine

whether any other person is properly qualified to provide legal or tax advice..

NO AMENDMENTS TO OR MODIFICATIONS OF THIS AUTHORIZATION NOR THE TERMINATION OF THIS
AUTHORIZATION SHALL BE VALID OR BINDiI^^ UNLESS MADE fN WRITING AND SIGNED BY BOTH OWNER
AND AN OFFICER OF BROKER OWNER HEREBY ACKNOWLEDGES THAT SALESPERSONS AFFILIATED WITH
BROKER ARE NOT AUTHORIZED TO MAKE OR APPROVE ANY ADDITIONS TO, DELETIONS FROM OR
ALTERATIONS OF THE PRINTED PROVISIONS OF THIS AUTHORIZATION, OR to TERMINATE THIS
AUTHORIZATION, AND THAT NO SUCH ADDITION, DELETION, ALTERATION OR TERMINATION SHALL BE VALID
OR BINDING ON BROKER UNLESS IN WRITING AND SIGNED BY AN OFFICER OR BROKER. ANY PURPORTED

17



Ag reement* Grubb ^ Eflis (Crocker Art Museum Expansion) October 17, 2006

AMENDMENT, MODIFICATION OR TERMINATION OF THIS AUTHARiZATION WHICH IS ORAL, OR WHICH IS IN
WRITING BUT NOT SIGNED BY BOTH OWNER AND AN OFFICER OF BROKER, SHALL BE VOID AND OF NO

EFFECT WHATSOE1lEW

Owner hereby acknawiedges that neither Broker nor any salesperson associated with Broker is qualified or authorized to

give legat or tax advice; if Owner desires such advice he shall consult with an attorney or accountant

The undersigned hereby authorizes Broker to publicize any transactions that occur involving the subject property during
the time ofthis Agreement. Broker shaii have the right to name the parties to the transaction, and the ' a

but shall not disclose any financial aspects of the transaction

Owner acknowledges receipt of acapy of this Authorization which Owner has read and understands

BROKER HEREBY DESIGNATES THE CROCKER ART MUSEUM CAPITAL CAMPAIGN AS ITS
2007 COMMUNITY CHARITABLE CONTRIBUTION BENEFiCIARY BY ALLOCATING AND
DIRECTING TEN PERCENT (10%) OF BROKER'S COMMISSION TO THE CR^CKER ART M1JSI

Other terms and conditions: CAPITAL CAMPAIGN AS AN IRS COD E. ►`CHARITAB LE CONTRlBUTION.,,

LISTING BROKERS ARE DESIGNATED AS KEN NOACK, JR, HEATH E CHARA^^^GA AND

MEMBERS OF THE CAPITAL ADVISORY SERVICES TEAM, DAN CHAMBERLAIN, AND ROBERT D DEAN.

ALL OTHER BROKERS, NOT MENTIONED ABOVE, TO BE PAID BY THEIR BUYERS UNLESS

SPECIFIC ARRANGEMENTS ARE MADE OTHERWISE BETWEEN THE GRUBB AND ELLtS LiSTiNG TEAM MEMBERS AND

COOPERATING BROKER.

Owner's Marketing Expense Contribution SQ Initials

DATED: , 20

GRUBB ^ ELLIS COMMERCIAL REAI. ESTATE
SERVICES,
a division of GRURB & ELLIS COMPANY

DUVNEITh

By;
ROBERT D. DEANIEVPIMANACING DIRECTOR By:^

By. By:
KENNETH Bt NOACKa JF3J11ICE PRESIDENT

Address -
By:

HATA^ E. CHARAMUGAI^ENIOR VICE PRESIDENT

Tetephone
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