32

REPORT TO THE
REDEVELOPMENT AGENCY
AND CITY COUNCIL
of the City of Sacramento

915 | Street, Sacramento, CA 95814-2671
www.CityofSacramento.org

Staff Report
October 17, 2006

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

Title: Agreement: 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 Mall 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: 1) 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: Tom Zeidner, Sr. Economic Development Project Manager, 808-1931
Jim Rinehart, Citywide Development Manager, 808-5054

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 18, 20086, the City Council approved the final Tier | and Tier I
projects for funding through the 2006 Community Reinvestment Capital
Improvement Program (CRCIP). Among the Tier | projecis is the expansion and
renovation of the Crocker Art Museum. The Crocker project’s total estimated
costs of $87 million were further approved on April 18th 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 (coliectively referred to as

“ ot X") at the southwest comer of Capitol Mall and Third Street. The Crocker
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
surface 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 2.6 acres, which is slightly smaller than a standard city block. Itis
currently bisected by a “slip street”, 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 a wide range of
potential buyers/developers. The RFP process was administered by staff, in
cooperation with the Crocker Art Museum Association (CAMA) Board of
Directors. A 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. The Director of the City’s Convention Culture and Leisure Department;

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

3. A Senior Project Manager from the City’s Economic Development
Department;

4. The Fagilities 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, high-profile 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 commission.

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
City. The terms of Grubb & Ellis’ engagement by the City are outlined in 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 Lot X for a period of six months (until April 2007). Grubb & Ellis’
commission for sale of the property, contingent upon a successful close of
escrow, is to be 1.5% of the gross sales price. Any sales transaction arranged
through Grubb & Ellis will require prior Gity Council review and approval.

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 the
Councit in a future closed session regarding the results of the appraisals,
possible future uses on the property and related implications for the overall
Crocker Art Museum renovation financing plan.

Policy Considerations: These actions are consistent with the 2005-2009 Merged
Downtown Redevelopment Plan which identified a number of projects and programs
necessary to implement the Downtown Redevelopment Strategy, including:

1. The strengthening of retail and other commercial functions in the downtown
area by the installation of needed site improvements either inside or outside the
Merged Project Area to stimulate new commercial expansion, employment and
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 under
CEQA Guidelines section15262 as a planning activity for possible future action.
Environmental review will be performed in conjunction with the planning and
design of these projects.

Rationale for Recommendation: The Mayor and City Counil determined the
Crocker Art Museum renovation to be a priority public benefit project to be
implemented as part of the CRCIP. In addition, these actions are consistent with
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the 2005-2009 Merged Downtown Redevelopment Plan.

Financial Considerations: Detailed information on the Crocker Art Museum renovation
financing plan was presented and approved by Council on April 18, 20086. The following
provides a summary of the project funding:

$39 million from private donors

$4 million State Grant

$2 million City 2006 CIRB

$20 million net proceeds from the sale of Lot X

$12 million City Bridge Loan (provided through the CRCIP)
$2 million 2002 Master Lease Capital Projects Fund

$8 million 2005 Downtown Tax Exempt Allocation Bonds
$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 Small Business Development (ESBD): None

Respectfully Submitted by: Q‘M‘

James R. Rinehart

Citywide Development Manager

on behalf of the Redevelopment Agency
of the City of Sacramento

Recommendation Approved:

XL
A
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RESOLUTION NO.
Adopted by the Sacramento City Council

APPROVAL OF AGREEMENT WITH GRUBB & ELLIS COMPANY
TO REPRESENT CITY IN SALE OF REAL PROPERTY FOR
BENEFIT OF CROCKER ART MUSEUM EXPANSION

BACKGROUND

A

On April 18, 2008, the Mayor and City Council approved the final Tier | and Tier 1l
project lists for implementation under the Community Reinvestment Capital
improvement Program (CRCIP). The Crocker Art Museum Renovation and
Expansion Project (CF56) was included as a Tier | project.

In conjunction with its designation of CF56 as a Tier | project, the Mayor and City
Council approved a financing plan entailing the sale and/or development of City-owned
parcels identified by Assessors Parcel Numbers 006-0135-028 and 006-0135-029 (Lot
X), the proceeds of which sale will fund a portion of CF56's project costs.

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.

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,

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

 An Exclusive 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.

Section 2. The City Manager is authorized to execute the Agreement on behalf of the

City.



Agreement: Grubb & Ellis (Crocker Art Museum Expansion) October 17, 2006

Table of Contents:
Exhibit A Pg 6-11



Agreement: Grubb & Ellis (Crocker Art Museum Expansion) October 17, 2006

Exhibit A

EXCLUSIVE AUTHORIZATION OF SALE

OWNER hereby appoints GRUBB & ELLIS COMPANY {“Broker™) as the Owner's exclusive agent to arrange forthe sale
of the real properly described below (the “Property”) for a period commencing on OCTOBER 17. 2006 and ending at
midnight on APRIL 17, 2007 (the "Listing Period") unless this Authorization is extended in writing and signed by both
Owner and Broker. The Property is located at SEC OF -5 AND CAPITOL MALL CONSISTING OF APPROXIMATELY
114,172 SQ FT PER ATTACHED EXHIBIT “A" in the City of SACRAMENTO, County of SACRAMENTO, State of
California, and further described as LOT X.

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

acceplable to Seller.

in consideration of this Authorization and Broker's agreetnent diligently to pursue the procurement of a purchaser forthe
Property, Owner agrees to pay Broker a commissicn in cash as follows:

1 Unimproved Property: 1.5% of the gross sales price, SUBJECT TO THE “OTHER TERMS AND
CONDITIONS” PROVISION OF THIS AGREEMENT ON PAGE 3.

2 Impreved-Propery: 6%-oi-tho-gross-sales-pree-

4 Business-Opportunity:—10%-of-the-grose-sales-prse:

Owner shall pay said commission lo Broker if during the Listing Period: () 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
the sale, transter or conveyance of the Property Wmmmg—w#hsmmmw#@—emn
option-orright-of-firstrefucal; 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
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unmarketable by Owner's voluntary act. Qwner shall also pay said commission to Broker if within one hundred eighly
(180) days after the expiration of the Listing Period: (1) the owner of the Property enters into a contract for the sale,
transfer or conveyance of the Property WWWW@W&%Q@@
fight-ot firstrefusal; to any person or entity which during the term of the Listing Period or any extension thereof made a
written offer to purchase the Properly, or any inierest therein, whether or not such transaction is consummated on the
same or different terms and conditions contained in such offer; or (2) the owner of the Property enters into a contract for
the sale, transfer or conveyance of the Property WWM%MMW@MW&M
optior-orfight-oHirstrefusal; o 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"), 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 Properly is owned by a parinership or a
corporation, 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 a sale of the Property or of an interest in the Property. Notwithstanding
anything to the contrary contained in this Agreement, Cwner’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 upen delivery of such deed or other instrument of conveyance
if recordation is deferred more than one month thereafter. In the event of a contract 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 1o cooperate with Broker in eHfecting a sale of the Property and immediately to refer to Broker all inguiries
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 docurnents as may be reasonably necessary
to effect a sale of the Property.

Broker is authorized to accept a deposit from any prospective purchaser, and upon the opening of escrow, 1o 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. ia
WW%W%WWWMWW%M%&MQ
WW@WWWMMQ%MM%WMGWRMWQMW
pmmmmmmmmwmmmmmpmmwmmm
trancaction-by-the terme-of-this-Authorization. Broker is further authorized to adverise 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 [ocation of the sign on the Property.

It is understood that it is Hllegal for either Owner or Broker to refuse to present or sell real property to any person because
of race, color, religion, national origin, sex, marital stalus, age or physical disability.

Except as disciosed in an addendum hereto signed by poth Owner and 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 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 of other encumbrance on the Property, (4) the Properly is not subject to the
jurisdiction of any court in any bankruplcy, insolvency, conservatorship or probate proceeding, and (5) neither Braker 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
taw 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 harmiess from any and all claims, demands, liabilities and damages
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arising from incorrect information supplied by Owner or any information which Owner fails to supply. Broker agrees to
detend, indemnify and hold Owner harmiess from any and all claims, demands and damages arising from any material
breach by Broker and/ar Broker's employees, agents or contractors, of Broker's duties and/or obligations under this
Agreement, except to the extent caused by the gross negligence or wiltful misconduct of Owner

in the event an escrow is opened with respect to the sale, transter or conveyance of the Properly or any interest therein,
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 material default by either party under this Agreement (including, without limitation, any breach of any
representations, warranties and covenants made by such parly in this Agreement), the non-defaulting party shali provide
the defaulting party written notice of the default and an opportunity to cure such default within ten (10) days after receipt
of such written notice . If thereafter the defaulting party fails or refuses either to cure such default within such ten {10) day
period, and should the non-defaulting 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 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 limitation,
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 UP ANY RIGHTS YOU MAY POSSESS
TO HAVE THE DISPUTE LITIGATED IN A COURT 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 THE “ARBITRATION OF DISPUTES™ PROVISION. IF YOU REFUSE TO SUBMITTO
ARBITRATION AFTER AGREEING TO THIS PROVISION, YOU MAY BE COMPELLED TO ARBITRATE UNDER THE
AUTHORITY OF THE CALIFORNIA CODE OF CIVIL 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 “ARBITRATION OF DISPUTES” PROVISION TO
NEUTRAL ARBITRATION.

OWNER BROKER

Arbitration of Disputes. In the event a claim or controversy arises concerning any failure to pay Broker ali 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 Association, which rules are incorporated herein by reference, provided, however, that all persons
niominated to act as arbitrators of such claim or controversy sha!l be attorneys at law duly licensed to praclice
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 thereof. Depositions may be taken and other
discovery may be obtained during such arbitration proceedings to the same extent as authorized in civil judicial
proceedings. 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
a claim or controversy arises cancerning any failure to pay Broker all or any portion of the amounts provided therein, the
prevailing party shall be entitied to its costs and attorneys’ fees in any legal action regarding the collection of a
commission due hereunder.

WWWWHWWMMM%MMHMW%WM
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1 . : . o by law. whichevor s lower

Owner hereby authorizes Broker to represent and serve as agent for any prospective purchaser of the Property or of any
interest therein, 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 hereof. Broker
may not assign its rights to, or delegate its duties or obligations under, this Agreement to any other party without the prior
written consent of Owner.

CALIFORNIA SALE/
LEASE AMERICANS WiTH DISABILITIES ACT,
HAZARDOUS MATERIALS AND TAX DISCLOSURE

The Americans With Disabilities Act is intended to make many business establishments equally accessible to persons
with a varlety of disabilities; modifications to real property may be required. State and local 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 lo be hazardous (toxic) or undesirable and may need to be specifically treated/handled or removed. For
example, 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, spray-on and tile acoustical materials, linoleum,
fioor 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, hydrocarbons, or biological hazards
(including, but not limited to, mold) or radioactive items (including electrical and magnetic fields) in soils, water, building
components, above or below-ground containers of elsewhere in areas that may or may not be accessible or noticeable.
Such iterms may leak or otherwise be released. Heal estate agenis have no expertise in the detection or correction of
hazardous or undesirable items. Expert inspections are necessary Curtent or future 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 chaice to determine what
provislons, if any, they may include in transaction documents regarding the Property

Sellers/Lessors are required under California Health and Safety Code Section 25915 et seq. to disclose repors and
surveys regarding asbestos to certain persons, including their employees, contractors, co-owners, purchasers and
tenants. Buyers/Tenants have similar disclosure obligations. Sellers/t.essors and Buyers/Tenants have additional
hazardous materials disclosure responsibilities to each other under California Health and Salety Code Section 253597
and other California laws. Consult your attorney regarding this matter, and make 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 conseguences for the selter/lessor andfor
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 ten 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 a Non-Foreign Seller
Certiticate 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 additional withholding requirement equal to three
and one-third percent (3-1/3%) of the gross sales price on all individuals {California residents and non-residents alike)
and on entities with a last known sireet address outside of the Stale of 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 of tax advice.

NO AMENDMENTS TO OR MODIFICATIONS OF THIS AUTHORIZATION NOR THE TERMINATION OF THIS

10
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AUTHORIZATION SHALL BE VALID OR BINDING UNLESS MADE IN 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
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 Brokeris gualitied or authorized to
give legal or tax advice; if Owner desires such advice he shall consult with an atiorney or accountant.

The undersigned hereby authorizes Broker to publicize any transactions that ocour involving the subject property during
the time of this Agreement. Broker shall have the right to name the parties to the transaction, and-the-size-oithe-cpase,
but shall not disclose any financial aspects of the transaction,

Owner acknowledges receipt of a copy 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 CROCKER ART MUSI
Other terms and conditions: CAPITAL CAMPAIGN AS AN IRS CODE, “CHARITABLE CONTRIBUTION.”

LISTING BROKERS ARE DESIGNATED AS KEN NOACK, JR., HEATH E. CHARAMUGA AND
MEMBERS OF THE CAPITAL ADVISORY SERVICES TEAM, DAN CHAMBERLAIN, AND ROBERT D. DEAN.

ALL OTHER BROKERS, NOT MENTIONED ABOVE, T0 BE PAID BY THEIR BUYERS UNLESS
SPECIFIC ARRANGEMENTS ARE MADE OTHERWISE BETWEEN THE GRUBB AND ELLIS LISTING TEAM MEMBERS AND
COOPERATING BROKER.

Owner's Marketing Expense Contribution  $0 Initials

DATED: , 20

GRUBB & ELLIS COMMERCIAL REAL ESTATE
SERVICES, OWNER:
a division of GRUBB & ELLIS COMPANY

By:
ROBERT D, DEAN/EVP/MANAGING DIRECTCR  By:
By: By:
KENNETH B. NOACK, JR/VICE PRESIDENT
By: Address

HEATH E. CHARAMUGA/SENIOR VICE PRESIDENT

11
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Telephone

RESOLUTION NO.

Adopted by the Redevelopment Agency
of the City of Sacramento

APPROVAL OF AGREEMENT WITH GRUBB & 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 |i
project lists for implementation under the Community Reinvestment Capital
improvement Program (CRCIP). The Crocker Art Museum Renovation and
Expansion Project (CF56) was included as a Tier | project.

In conjunction with its designation of CF56 as a Tier | project, 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 006-
0135-030 (the Site) , the proceeds of which sale will fund a portion of CF56's project
costs.

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.

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.

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

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.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE REVELOPMENT
AGENCY RESOLVES AS FOLLOWS:

Section 1. All evidence presented having been duly considered, the findings,

12
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including environmental findings regarding this action, as stated in the
staff report accompanying this resolution, are adopted.

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

Section3.  The City Manager and Executive Director are authorized fo execute the
Agreement on behalf of the City Redevelopment Agency.

Table of Contents:
Exhibit B
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EXCLUSIVE AUTHORIZATION OF SALE

OWNER hereby appoints GRUBB & ELLIS COMPANY {“Broker”) as the Owner’s exclusive agent to arrange forthe sale
of the real property described below (the “Property”} for a period commencing on OCTOBER 17, 2006 and ending at
midnight on APRIL 17, 2007 (the “Listing Period") unless this Authorization is extended in writing and signed by both
Owner and Broker. The Property is located at SEC OF I-5 AND CAPITOL MALL CONSISTING OF APPROXIMATELY
114,172 SQ FT PER ATTACHED EXHIBIT “A” in the City of SACRAMENTO, County of SACRAMENTO, State of
California, and further described as LOT X.

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

acceptable to Seller,

WWGWMMWMWWWWWMWMGWW
%M&%WMMG@W%@WMWS%&MW@GMWH
BWWWMEMWMMWWWWWM

wWWWWWHWmBWGWGMWW
by-the-partios-therete:

In consideration of this Authorization and Broker's agreement diligently to pursue the procurement of a purchaser forthe
Property, Owner agrees to pay Broker a commission in cash as follows:

1. Unimproved Property: 1.5% of the gross sales price, SUBJECT TO THE “OTHER TERMS AND
CONDITIONS” PROVISION OF THIS AGREEMENT ON PAGE 3.

2. {mpmved«P#epeﬁye«s%ef—%ha@ms&saiea—pﬁe&
3. wmmmmwmammmmMmm%

4. Business-Opportunity:10%-of-the-gross-sales-pree:

Owner shall pay said commission to Broker if during the Listing Period: (a) the Property or any interest therein is sold,
transterred 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 Properiy or any
interest therein on the terms above stated or other terms acceptable to the owner of the Property; or (c) any contract for
the sale, iransfer or conveyance of the Properly %WMG@WMMM&@F&WW
option-ortight-ot-thst-rolusal; is made directly or indirectly by the owner of the Propeny; or {d) this Authorization is
terminated or the Property is withdrawn from sale without the written consent of Broker or the Property is made
unmarketable by Owner's voluntary act Owner shall also pay sald 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 a contract for the sale,
transfer or conveyance of the Property WHMMHMW%%HM&MGQMHMMW
rghtekdirstrefusal; to any person of entity which during the term of the Listing Period orf any extension thereof made a

14



Agreement. Grubb & Eliis (Crocker Art Museum Expansion) October 17, 2006

written offer to purchase the Property, or any interest therein, whether or not such transaction is consummated on the
same or different terms and conditions contained in such offer; or {2) the owner of the Property enters into a contract tor
the sale, transter or conveyance of the Property WWM%W%&WWW
eption-orvightof-firstrelusal; o any person of 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"), 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 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 a sale of the Property or of an interest in the Property. Notwithstanding
anything to the contrary cantained 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 a contract 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 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 may be reasonably necessary
to effect a sale of the Property.

Broker is authorized to accept a deposit from any prospective purchaser, and upon the opening of escrow, o transfer
such deposit to the escrow agent for the account of the purchaser; provided that Broker acknowledges and agrees thal
Owner reserves the right to accept or reject any offer o purchase the Property in Owner's sole and absolute discretion. ia
WWWWWWGpGWWW%WWnWMd
mmmmﬁmwmmmmwwmmwmmnmwwmmm
pW&%L@Me@%@W&M@W&@@WMWWWWM
trancaction-by the-terme-of-this-Autherzation. 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
Ownet's prior approval of the sign and the tocation of the sign on the Property.

Itis understood that it is illegal for either Owner or Broker to refuse to present or sell real property to any person becatse
of race, color, religion, national origin, sex, marital status, age or physical disability.

Except as disclosed in an addendum hereto signed by both Owner and 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 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, morgage or other encumbrance on the Property, (4) the Property is not subject to the
jurisdiction of any court in any bankrupley, insolvency, conservatorship or probate proceeding, and {5) neither Broker nor
any salesperson affiliated with Broker has made any promises ar 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 1o Owner that Broker has in good standing all licenses required under applicable
taw 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 claims, demands, liabilities and damages
arising from incorrect information supplied by Owner or any information which Owner fails to supply. Broker agreesto
defend, indemnify and hold Owner harmiess from any and all claims, demands and damages arising from any material
breach by Broker and/or Broker's employees, agents or contractors, of Broker's duties and/or obligations under this
Agreement, except to the extent caused by the gross negligence or williul misconduct of Owner.
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In the event an escrow is opened with respect to the sale, transter or conveyance of the Propenty or any interest therein,
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 material default by either party under this Agreement (including, without limitation, any breach of any
representations, warranties and covenants made by such party in this Agreement), the non-defaulling party shall provide
the defaulting party written notice of the default and an opporunity to cure such default within ten (10) days after receipt
of such written notice. If thereafter the defaulting panty fails or refuses sither to cure such default within such ten (10} day
period, and should the non-defaulling 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 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 limitation,
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 UP ANY RIGHTS YOU MAY POSSESS
TO HAVE THE DISPUTE LITIGATED IN A COURT 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 THE “ARBITRATION OF DISPUTES" PROVISION. IF YOU REFUSE TO SUBMITTO
ARBITRATION AFTER AGREEING TO THIS PROVISION, YOU MAY BE COMPELLED TO ARBITRATE UNDER THE
AUTHORITY OF THE CALIFORNIA CODE OF CIVIL PROCEDURE. YOUR AGREEMENT TO THIS ARBITRATION
PROVISION IS VOLUNTARY. WE HAVE READ AND UNDERSTOOD THE FOREGOING AND AGREE TG SUBMIT
DISPUTES ARISING OUT OF MATTERS INCLUDED IN THE “ARBITRATION OF DISPUTES” PROVISION TO
NEUTRAL ARBITRATION.

OWNER BROKER

Arbitration of Disputes. in the event a claim or controversy arises concerning any fatlure to pay Broker all or any
portion of the amounts provided herein, Owner and Broker hereby agree that such claim or controversy shall be
settied by final, binding arbitration in accordance with the Commercial Arbitration Rules of the American
Arbitration Association, which rules are incorporated herein by reference, provided, however, that all persons
nominated to act as arbitrators of such claim or controversy shall be attorneys at taw duly licensed to practice
before the cours 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 thereof. Depositions may be taken and other
discovery may be obtained during such arbitration proceedings to the same extent as authorized in civil judicial
proceedings. 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
a claim or cantroversy arises concerning any failure to pay Broker all or any partion of the amounts provided therein, the
prevailing party shall be entitled to its costs and attorneys’ fees in any legal action regarding the collection of a
commission due hereunder.

M@MWHMWMMWMMQWQBmWMM

Owner hereby authorizes Broker to represent and serve as agent for any prospective purchaser of the Property or of any
interest therein, and Owner hereby waives any conflict of interests which might arise as a result thereol
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The heirs, transferees, successors and assigns of the parties hereto are duly bound by the provisions hereof. Broker
may not assign its rights to, or delegate its duties or obligations under, this Agreement to any other party without the prior
written consent of Owner.

CALIFORNIA SALE/
LEASE AMERICANS WITH DISABILITIES ACT,
HAZARDOUS MATERIALS 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 local 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
apprapriate experise 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 specHically treated/handled or removed. For
example, 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, spray-on and tile acoustical materials, linoleum,
floor tiles, roofing, dry wall and plaster. Due to prior or current uses of the Properly or in the area, the Property may have
hazardous or undesirable metals (including lead-based paint), minerals, chemnicals, hydrocarbans, or biological hazards
(inctuding, but not limited to, mold) or radioactive items (including electrical and magnetic fields}) in soils, water, building
compenents, above or below-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 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.

Sellers/Lessors are required under California Health and Safety Code Section 25915 ef seq. to disclose reporis and
surveys regarding asbestos to certain persons, including their employees, contractors, co-owners, purchasers and
tenants. Buyers/Tenants have similar disclosure obligations. Sellers/L.essors and Buyers/Tenants have additional
hazardous materials disclosure responsibifities to each other under California Health and Safety Code Section 25359.7
and other California laws. Consult your attorney regarding this matter, and make 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 transaclions can have local, state and federal tax consequences for the sellerflessor 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 1o the internal Revenue Service ({RS) an amount
equal to ten 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 a Non-Foreign Seller
Centificate. 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 additional withholding requirement equal to three
and one-third percent (3-1/3%) of the gross sales price gn all individuals (California residents and non-residents alike)
and on entities with a last known street address oulside of the State of California if the sale price exceeds $100,000.
Consult your tax and legal advisor. Rea! 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 SINDING UNLESS MADE IN 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
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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 Broker is qualified or authorized to
give legal 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 oceur involving the subject property duting
the time of this Agreement. Broker shall have the right to name the pariies to the transaction, i
but shall not disclose any financial aspects of the transaction.

Owner acknowledges receipt of a copy 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 CROCKER ART MUSI
Other terms and conditions: CAPITAL CAMPAIGN AS AN IRS CODE, “CHARITABLE CONTRIBUTION.”

LISTING BROKERS ARE DESIGNATED AS KEN NOACK, JR., HEATH E. CHARAMUGA 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 ELLIS LISTING TEAM MEMBERS AND
COOPERATING BROKER.

Owner's Marketing Expense Confribution  $0 Initials

DATED: . 20

GRUBB & ELLIS COMMERCIAL REAL ESTATE
SERVICES, OWNER:
a division of GRUBB & ELLIS COMPANY

By:
ROBERT D. DEAN/EVP/MANAGING DIRECTOR By
By: By:
KENNETH 8, NOACK, JR./VICE PRESIDENT
By: Address

HEATH E. CHARAMUGA/SENIOR VICE PRESIDENT

Telephone
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