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Description/Analysis

Issue: The Sacramento Regional Sports Education Foundation (SRSEF) is currently in default and
unable to repay a $400,000 loan from the City. In July 2011, the SRSEF hosted the 2011 World
Masters Athletics Championships (WMA). SRSEF requested a cash flow loan and on March 16,
2010, the City Council approved a $400,000 loan to SRSEF to bridge the gap between event
expenditures and receipt of event revenue. The City’s Parking Fund (Fund 6004) was the source of
the loan funding. Repayment was due in full on October 1, 2011. SRSEF is also unable to repay a
$150,000 loan from the County made at the same time and for the same purposes. SRSEF’s 2011
year end reconciliation shows a loss of $550,000.

The WMA event was very successful by many measures. SRSEF estimates that WMA (i) attracted
10,000 visitors during its 12 day span, (ii) generated $7.9 million in regional economic benefit, (iii)
produced $2.9 million in direct hotel revenue (27,000 hotel rooms), and (iv) resulted in $70,000 in
sales tax revenue to the City. During the event, City transiency occupancy taxes increased 9.3%
over the same period in the prior year resulting in a $156,000 increase in TOT revenue. SRSEF
anticipated that the event would produce sufficient profit to repay both the City loan and the County
loan. Unfortunately, event expenses exceeded event income by approximately $300,000. So,
instead of generating a profit, the event generated a $300,000 loss.

SRSEF and City staff agree that additional information is needed to develop a repayment plan. The
following steps are recommended:

1. Council approve a forbearance agreement (Attachment 2) between the City and SRSEF
to temporarily postpone but confirm and preserve the City’s collection remedies for the
loan while City staff evaluates repayment options. SRSEF has agreed to provide
$5,000 as consideration for the forbearance of this agreement. This forbearance ends
on December 31, 2012. This allows time for an audit, and formulation of a payback
plan. Staff will return to Council with a recommendation based on information gathered
in fact finding under the forbearance agreement before December 31, 2012.

2. The City Manager amend the existing annual funding agreement (#C2010-0546)
between the City and SRSEF to limit City support, if any, of SRSEF in the future to only
specific event-related costs and exclude general operating costs (Attachment 3).

3. Council provide direction to staff to bring back recommended changes and updates to
Chapter 2.88 of the City Code (Sacramento Sports Commission) that will strengthen the
organizational structure and reporting aspects of the Commission. The ordinance was
adopted in 1988 (originally Article XII, Sections 60.150 — 60.154) and has not been
reviewed in over 15 years and has not kept current with City organizational changes. |t
would be appropriate to review the structure of the ordinance with the County of
Sacramento to potentially strengthen sports marketing for the area.
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4. Council adopt a resolution authorizing the City Auditor to conduct a compliance audit of
the Commission and the SRSEF nonprofit, as it relates to the expenditures of public
funds used from the WMA loan.

Policy Considerations: The original cash-flow loan to SRSEF was consistent with City Council
goals to support events in the Sacramento area that bring financial, cultural, educational, and
recreational benefits to the citizens of Sacramento and to this region.

An audit of the SRSEF loan is consistent with the City goal to have an independent audit function for
the City of Sacramento that promotes and enhances honest, efficient, effective, and fully accountable
city government. Only the City Council is authorized to direct the activities of the City Auditor. On
March 6, 2012, the City Council approved the City Auditor’'s Annual Audit Plan. While the
Commission was not on the list, the Council may, by resolution, authorize additional audits. (City
Code Section 2.18.030)

Periodic review of the City’s various ordinances for their relevance and applicability to current best
practices is a prudent activity. Should Council approve staff's recommendation to update the
ordinance, staff will bring back its proposals for consideration through the Law & Legislation
Committee.

Environmental Considerations: Under the CEQA guidelines, California Code of Regulations,
title 14, section 15301, the proposed activities are categorically exempt from CEQA review.

Sustainability: Not applicable

Commission/Committee Action: The Commission has reviewed and unanimously supported
staff's recommendations. Further, the Commission recommends that the audit be completed in
a timely manner to ensure a conclusion prior to the expiration of the forbearance period.

Rationale for Recommendation: The City does not have sufficient information to identify the
best payment plan. A forbearance agreement is a conventional tool used to provide a specified
time before a lender will exercise its rights to enforce loan payment, and allow exploration of and
fact-finding of whether a workout is feasible.

In 2007, the Sacramento Sports Commission won the bid to host the 2011 World Masters Athletics
(WMA) Championships. According to the Sports Commission, this international event provided
economic stimulus to the Sacramento economy with nearly 10,000 visitors during a 12 day span
generating the following revenue:

e Direct hotel revenues of $2.9 million (27,000 room nights)

e SRSEF contracted with over 80 local vendors and businesses for supplies and services
worth approximately $800,000

e According to the Executive Director of the National Association of Sports Commissions,
nationally, direct expenditures by sports commissions reached $7.68 billion.
Expenditures grew 6-1/2 percent in 2010 and events are up 10-1/2 percent. Sports

marketing business appears to be recession proof. 3 0f 18



Financial Considerations: According to SRSEF, the WMA event experienced a $300,000 loss.
SRSEF did not segregate the City and County loan funds as required by the loan documents.
SRSEF’s 2011year-end reconciliation, shows a loss of $550,000. A forbearance agreement will hold
in place the requirement to repay the loan. SRSEF has, however, paid all their vendors which will
allow them to continue to solicit sports events for the Sacramento region.

Currently, the City’s annual $141,600 contribution to the Commission is budgeted in the Community
Center Fund (6010), $100,000, and in the General Fund (1001), $41,600. The County’s annual
contribution of $100,000 is deposited in the City-managed Sports Commission Fund (7108). Annual
funding amounts vary and are approved through the respective annual budget processes. From
these funds, SRSEF may be reimbursed for certain expenses, as outlined in the funding agreement
(#C2010-0546) between the City and SRSEF, as proposed to be amended.

Staff is recommending that the first $100,000 of the proposed FY2012/13 budget allocation for the
Commission will be restricted from expenditure until the results of the audit are known and a report

back to the City Council is completed.

Emerging Small Business Development (ESBD): No goods or services are being purchased
as a result of the agreement amendments.
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Attachment 1

Background

The Sacramento Sports Commission (Commission) was formed in 1988 by City
ordinance 88-039. The first and only Executive Director was hired on July 14, 1994, as
an employee of the Sacramento Convention and Visitors Bureau (SCVB) with a funding
agreement in place between the City and SCVB for shared salary and benefit costs.

The Commission is a joint City-County Commission wherein the Commissioners are
appointed by the City Council and Board of Supervisors. According to the National
Association of Sports Commissions, this is a unique model. Of the 110 sports
commissions nationally, 85 are separate nonprofit corporations and 25 are a
department within the convention bureau. Most public funds are through a line item
within the budgets of the convention and visitors bureaus, or a City and County Transit
Occupancy Tax (TOT) direct allocation. Some sports commissions receive no public
funds and rely on corporate support.

In April 1998, the Sacramento Region Sports Education Foundation (SRSEF) was
formed to be the nonprofit support organization for the Commission and hence, the risk-
taker in hosting events. This is similar to the national models, except in many cases a
Local Organizing Committee (LOC) is incorporated for each specific event. SRSEF
entered into a financial contractual relationship with the Commission’s Executive
Director in April 1998 to provide the leadership for the sports marketing and event
management for the nonprofit. SRSEF receives its funding from private contributions,
event revenue, and allocations from the City/County-funded Commission.

SRSEF provides the following services in support of the Commission and City-Council
sports marketing and sports event hosting:

e Management of Commission secured attracted events;

e Assume fiscal and legal obligations for these events; and

¢ Raise private funds for the pursuit of Sport Events for the Sacramento
Community.

Staff recognizes that the Commission’s enabling ordinance is dated and should be
revised for current best practices.

Financial

The City loan agreement with SRSEF for cash-flow needs associated with hosting the
2011 World Masters Athletics Championships (WMA) was approved March 16, 2010,
providing a $400,000 loan from the City’s Parking Enterprise Fund. SRSEF requested
and received a similar $150,000 loan from the County of Sacramento. According to
SRSEF, event revenues were approximately $300,000 less than expenses, due
primarily to lower sponsorship, hotel commissions and lower per cap revenues. Further,
due to the fact that the loan proceeds were not segregated and instead expended from
a single checking account, SRSEF is unable to specifically trace how the City and
County funds were spent. At this time it is believed the funds were initially spent on

5 of 18


LResurreccion
New Stamp


WMA event related costs. By the due date of the loan repayment, however,
approximately $250,000 had been spent on SRSEF operations and other events such
as AMGEN and the Sacramento Grand Prix Cycling race.

SRSEF has taken steps to lower expenses including minimal staffing, no salary
increase and one furlough day per month resulting in a five percent (5%) operational
reduction.

SRSEF will focus on increasing revenue by:

e Fundraising — general - (recent guest speaker luncheon raised $8,000);
e Develop regional and corporate partnerships; and
e Event management.

The Commission and SRSEF are actively pursuing the following upcoming events:
e Tour of California AMGEN (2013)
International Collegiate Rowing Championship (2013 & 2017)
Senior Softball Western Regional Championship (2013, 2014, & 2015)
Tough Mudders (extreme sport) (2013)
Courage Games (disabled veterans) (2013)
Davis Hoops — boys and girls basketball (annual event starting 2013)
USA Lacrosse — sanctioned regional competition (annual event starting 2013)
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Amend Audit Plan May 8, 2012

Attachment 4

RESOLUTION NO.
Adopted by the Sacramento City Council

AMENDING THE CITY AUDITOR’S ANNUAL AUDIT PLAN FOR FISCAL YEAR
201213

BACKGROUND
A. City Code Section 2.18.030 requires that the City Auditor submit an Annual Audit
Plan to the City Council for approval.

B. The Annual Audit Plan contains the planned projects to be completed during the
upcoming fiscal year.

C. The Council may, by resolution, authorize a committee, charter officer, or an
individual councilmember with respect to the councilmember's own office, to
request additional audits.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL
RESOLVES AS FOLLOWS:

Section 1. Staff is directed to bring back recommended changes and updates to
Chapter 2.88 of the City Code (Sports Commission).

Section 2. Amend the City Auditor’s Audit Plan for Fiscal Year 2012-13, attached as
Exhibit A, to include a compliance audit of the Sacramento Sports
Commission and the Sacramento Region Sports Education Foundation.

Section 3.  Exhibit A is a part of this Resolution.
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Amend Audit Plan May 8, 2012

EXHIBIT A - CITY AUDITOR ANNUAL AUDIT PLAN FOR FISCAL YEAR 2012-13

Carried Over From Last Year’s Audit Plan

Purchase Cards

| am proposing an audit of Purchase Cards because: 1) the City makes extensive use of
Purchase Cards to acquire goods and services; 2) a prior Sacramento City Auditor
Office report identified several problems with a department’s use of Purchase Cards;
and 3) other jurisdiction’s audits of Purchase Card Programs have resulted in significant
cost savings and improved internal controls over procurement processes.

City Sidewalk Repair Process

After reviewing the Auditor’s proposed audit plan, the audit committee requested that an
audit of the City’s sidewalk repair process be added to the audit plan that will go before
the City Council. The committee is concerned with how sidewalk repairs are being
identified, prioritized, and addressed. The committee believed there is an opportunity to
improve our sidewalk repair system.

311 Call Center

| am proposing an audit of the 311 Call Center because: 1) In April 2010 the 311 Call
Center received 37,626 calls, e-mails, walk-ins and faxes; 2) recent 311 Call Center
activity reports show significant service level deteriorations in both caller wait times and
caller hang ups due to long wait times; 3) on average 400 callers per day (Monday-
Friday) hang up before getting service; and 4) wait times between 8:00 A.M. and 4:00
P.M. (Monday- Friday) average 5 to 10 minutes.

Citywide Employee Supplemental Pay

| am proposing an audit of the Employee Supplemental Pay because the Council has
expressed interest in enhancing the City’s transparency and providing citizen access to
information about elected and employee compensation information. In addition to
disclosing base pay, it is also important for the City to have a clear understanding of
overall employee cash compensation. According to the Finance Department, labor
costs make up almost 80% of the General Fund’s expenditures. This audit may review
supplemental labor costs, overtime, premium pay, out of class pay, and leave costs.

Additional Audits Proposed

City Inventory Systems Audit

Establishing strong controls to protect City assets is important to ensure adequate
supplies of materials, inventory accuracy, and inventory accountability. For this audit,
we will perform a targeted Citywide risk assessment to identify which City operations
could most benefit from a inventory audit. Based on this risk assessment, we will
perform additional analysis to review and test whether adequate internal controls exist
to manage City inventories, prevent and detect errors and irregularities, and ensure
system access is properly segregated.
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Amend Audit Plan May 8, 2012

City Wireless Communications Audit

The purpose of this audit is to assess whether adequate controls are in place regarding
cell phone assignment, oversight and use. This audit will also review contracts with
service providers to determine if they are designed to economically and effectively meet
the City’s communication needs.

City Vendor List Audit

The master vendor file is a critical City resource. Inaccurate, incomplete, or
unauthorized master vendor files could have a negative effect on processing vendor
payments and may increase the risk of fraud or abuse in the City’s vendor payments.
This audit will assess whether the City has adequate controls regarding its master
vendor file and is effectively monitoring and maintaining its vendor information.

Other Reports from the Auditor’s Office

Quarterly Reports

The City Auditor will forward to the Audit Committee quarterly reports describing the
status of audit assignments and the progress the Office is making toward completing
them.

Recommendation Follow-up Reports
On a semiannual basis, the City Auditor will report on the status of audit
recommendations.

Other Potential Audits Not Included in the City Auditor’s 2012-13 Audit Plan

The City Auditor’s 2012-13 Audit Plan is ambitious and encompasses a broad array of
City programs and services. However, there are many other potential audits that are
not included in the 2012-13 Audit Plan due to limited audit resources. The following are
a few of the audit areas not included due to limited audit resources:

City Grants Management and Oversight

Citywide Inventory of City IT Systems

An Audit of Heavy Vehicle Use

Audit of the use of City owned property and facilities
City Overtime Controls Audit

VVVVY

During the course of the year, the City Council may collectively decide to add an audit of
an area not listed on the approved audit plan. The Audit Committee may also modify
the Auditor’s approved audit plan to as needed. However, doing so will limit the Office’s
ability to complete the audits already on the audit plan.

Audit Process

To ensure that audits are responsive to the City Council’s needs, as part of the normal
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Amend Audit Plan May 8, 2012

audit process, the City Auditor will request input from each council member at the start
of each audit.

The City Auditor will present completed audit reports to the Audit Committee, which will
also hear testimony from the audited entity and other interested parties. The Audit
Committee will report at a subsequent City Council meeting the results of the
Committee’s review of the audit report and its recommendations. The City Auditor may
present an audit report directly to the City Council when the City Council directs the City
Auditor to do so.

4
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Attachment 3

FIRST AMENDMENT TO CITY AGREEMENT 2010-0546: MEMORANDUM OF
UNDERSTANDING BETWEEN THE CITY OF SACRAMENTO AND
THE SACRAMENTO REGION SPORTS EDUCATION FOUNDATION

This amendment to City Agreement 2010-0546 (MOU”), between the City of Sacramento, a
California charter municipal corporation (“City”), and the Sacramento Region Sports Education
Foundation (“SRSEF”), is effective July 1, 2012.

Subsections (A) and (B) of Section 2 of the MOU are amended to read in their entirety as follows:

A. This MOU is subject to appropriation of funds by City. If City does not appropriate
funds, this MOU shall be of no force and effect. If funds are appropriated, SRSEF may invoice City
and request reimbursement for expenses SRSEF has incurred for specific event-related Sports
Commission activities and events. The City Manager or his or her designee shall have sole and
absolute discretion on whether to reimburse SRSEF; provided that the City Manager or his or her
designee shall not reimburse SRSEF for operating costs such as its general expenses for insurance,
Executive Director salary, or other normal organizational operating costs. Nothing in this MOU
shall be construed as a transfer of delegation of powers or duties given to the Sports Commission
under Chapter 2.88 of the City Code to SRSEF.

B. Invoices and requests for reimbursement shall include the following information:

(2) Event and activity description

(2) Itemized expenses

(3) Invoice date

(4) Sequential invoice number

(5) Invoice amount

(6) All documentation necessary to substantiate expenses to the satisfaction
of the City.

Subsection (C) of Section 2 of the MOU remains unchanged by this amendment and remains in full
force and effect and all other terms and conditions of the MOU remain in full force and effect.

Sacramento Region Sports Education City of Sacramento
Foundation
By:

By: John F. Shirey, City Manager
Name: Date: , 2012
Date: , 2012

Attest
By:
City Clerk

Approved as to Legal Form

By:

Deputy City Attorney 110f 18
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Attachment 2
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FORBEARANCE AGREEMENT BETWEEN THE CITY OF SACRAMENTO AND THE
SACRAMENTO REGION SPORTS EDUCATION FOUNDATION

THIS FORBEARANCE AGREEMENT (Agreement) is made as of April , 2012, between the
CITY OF SACRAMENTO, a charter municipal corporation (Lender), and THE SACRAMENTO
REGION SPORTS EDUCATION FOUNDATION, a California non-profit corporation (Borrower), and
relates to a loan for event expenses for the World Masters Athletics Championships.

RECITALS

A. Lender made a loan to Borrower in the original principal amount of Four Hundred Thousand
Dollars ($400,000.00) on the terms, and subject to the conditions, set forth in Lender agreement number
2010-0202 (authorized by Lender Resolution No. 2010-130), and the documents identified therein
(collectively, Loan Documents). All initially capitalized terms not otherwise defined in this Agreement
shall have the meanings given to them in the Loan Documents.

B. An event of Default has occurred because payment of the Loan amount with interest was due
in full on October 1, 2011, and Borrower has not made any payment on the Loan amount (Subject
Default).

C. Borrower has requested that Lender forbear from enforcing its rights and remedies under the
Loan Documents as a result of the Subject Default in order to provide time to determine whether and how
to modify the terms of the Loan. Lender has agreed to so forbear on the terms, and subject to the
conditions, set forth in this Agreement.

AGREEMENT

NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are
acknowledged, Borrower and Lender agree as follows:
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1. CONDITIONS PRECEDENT. This Agreement shall cease to be effective, and Borrower and
Lender shall have no obligation to perform their obligations under this Agreement, unless the following
conditions (Conditions Precedent) have been satisfied in full on or before the 10" day after this
Agreement is executed by Lender (Conditions Precedent Termination Date):

1.1 Costs and Expenses. Borrower shall pay Lender Five Thousand Dollars ($5,000.00)
toward Lender’s reasonable costs and expenses incurred in connection with this Agreement.

1.2 Delivery of Executed Second Promissory Note. The Loan Documents required
Borrower to execute two promissory notes, one for each of the two disbursements as specified in the Loan
Documents. Borrower received disbursement of the first Two Hundred Thousand Dollars ($200,000.00)
and executed and delivered to Lender the first promissory note for $200,000.00 (Lender Document No.
2010-0204). Borrower received disbursement of the second $200,000.00, but did not deliver to Lender an
executed promissory note for that disbursement. Borrower shall deliver to Lender an executed
promissory note for that second disbursement. The promissory note must be in the form prescribed by the
Loan Documents.

If the Conditions Precedent have not been satisfied on or before the Conditions Precedent
Termination Date, then the outstanding principal balance of the Loan, all accrued and unpaid interest, and
all other amounts payable under the Loan Documents shall become immediately due and payable, without
presentment, demand, protest notice of intent to accelerate, notice of acceleration, or notice requirements
of any other kind, all of which are waived by Borrower, and Lender may exercise any or all of its rights
and remedies under the Loan Documents, at law, in equity, or otherwise, unhindered in any way by the
terms and conditions of this Agreement.

2. FORBEARANCE.

2.1. Forbearance Period. Lender agrees to forbear from enforcing its rights and
remedies under the Loan Documents as a result of the Subject Default during the period commencing on
the date the conditions described in Section 1 has been satisfied (Effective Date) and ending on the first to
occur of (a) the 365" day after the Effective Date and (b) a “Forbearance Default” (as defined below).
The period of forbearance described in the immediately preceding sentence shall be referred to herein as
the “forbearance Period.”

2.2 Status of Loan. Borrower and Lender agree that: (a) the Subject Default has occurred
and constitutes an Event of Default; (b) the outstanding principal balance of the Loan as of the date hereof

2
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is $400,000.00; (c) interest continues to accrue under the Loan Documents (provided, however, that
Lender shall forbear from collecting the same during the Forbearance Period); (d) Lender is agreeing to
forbear from enforcing its rights and remedies under the Loan Documents as a result of the Subject
Default as an accommodation to Borrower; and (e) but for Lender entering into this Agreement, Lender
would have the right to enforce all of its rights and remedies under the Loan Documents as a result of the
Subject Default.

2.3 Audit. Borrower shall allow the City’s independent auditor to conduct a loan
compliance audit of Borrower.

2.4 Forbearance Default. Each of the following shall be deemed a

Forbearance Default:

2.4.1 The failure of Borrower to perform when due any obligation required pursuant to
this Agreement, it being understood that time is of the essence with respect to each deadline for
performance.

2.4.2 The filing of any lawsuit or other legal action by a third party challenging the
enforceability or validity of this Agreement and Lender notifying Borrower that the same constitutes a
“Forbearance Default.”

2.4.3 Borrower becomes enjoined, restrained, or in any other way prevented by court
order from performing its obligations under this Agreement.

The occurrence of any of the foregoing shall immediately and automatically constitute a
Forbearance Default and there shall be no notice and/or cure rights with respect thereto.

3. TERMINATION.

On expiration of the forbearance period:
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3.1 No Further Forbearance. Lender’s obligation to forbear from enforcing its rights
and remedies under the Loan Documents as a result of the Subject Default as provided in this Agreement
shall terminate.

3.2 Loan. The outstanding principal balance of the Loan, all accrued and unpaid interest,
and all other amounts payable under the Loan documents shall become immediately due and payable,
without presentment, demand, protest, notice of intent to accelerate, notice of acceleration, or notice
requirements of any other kind, all of which are waived by Borrower and Lender may exercise any or all
of its rights and remedies under the Loan Documents, at law, in equity, or otherwise (including obtaining
a judgment), unhindered in any way by the terms and conditions of this Agreement.

4. EFFECT OF FORBEARANCE.

4.1 No Waiver. Except with respect to the Subject Default and as otherwise provided in
this Agreement, Lender’s forbearance from enforcing its rights and remedies under the Loan Documents
as a result of the Subject Default shall not constitute a waiver of (a) any of Lender’s rights or remedies
available under the Loan documents, at law, in equity, or otherwise or (b) any term or condition required
to be performed by Borrower under the Loan Documents.

4.2 Tolling. Any statute of limitation and defense of laches that may be applicable to
Lender’s enforcement of its rights and remedies under the Loan Documents are tolled and otherwise
suspended during the Forbearance Period to the maximum extent permitted by law.

5. EFFECT ON LOAN. Lender and Borrower agree that (a) Lender has not agreed to
modify or restructure the Loan or to provide a new loan; (b) this Agreement constitutes (i) a “Binding
Agreement” for purposes of negotiation or a possible workout and (ii) a “Loan Document” for purposes
of the other Loan Documents; (c) this Agreement is not intended to constitute a novation, or in any way
adversely affect the Loan Documents; (d) except as set forth in this Agreement, all of the terms and
conditions of the Loan Documents are in full force and effect, without waiver or modification; (e) they
renew, reaffirm, ratify, and confirm their obligations under the Loan Documents; and (f) in the event of
any conflict or inconsistency between the provisions of this Agreement and the provisions of the Loan
Documents, the provisions of this Agreement shall prevail.

6. RESERVATION OF RIGHTS. Except for the rights and remedies that Lender has
agreed to forbear from enforcing as provided in this Agreement, Lender reserves all rights and remedies

4
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to which it is, or may become, legally entitled with respect to Borrower, or any other party. This
reservation of right is not intended and shall not be construed to be exclusive.

7. REVIVAL OF OBLIGATIONS.

7.1. Voidable Transfer. If any payment of money contemplated by this Agreement
should for any reason subsequently be declared to be “fraudulent” within the meaning of the Bankruptcy
code or any other federal, foreign, or state law (collectively, Voidable Transfer), and in the event any
party to this Agreement is required to pay or restore any such Voidable Transfer, or any portion thereof,
then as to that which is repaid or restored pursuant to any such Voidable Transfer (including all costs,
expenses, and attorney fees related to the Voidable Transfer, including relief from stay or similar
proceedings), the liability of the parties shall automatically be revived, reinstated, and restored to the
extent thereof and shall exist as though such Voidable Transfer had never been made.

7.2 Settlement. Nothing set forth in this Agreement is an admission that such Voidable
Transfer has occurred. The parties acknowledge that any party hereto that is required to repay or restore a
Voidable Transfer may exercise such party’s sole and absolute discretion, settle, without defending, any
action to void any alleged Voidable Transfer and that on such settlement, the parties hereto shall again be
liable for any deficiency resulting from such settlement as provided in this Agreement.

8. REPRESENTATIONS AND WARRANTIES. Borrower (Representing Party) has the
power and authority to execute and deliver this Agreement and to perform its obligations.

8.1. Power and Authority; Enforceability. Representing Party has all legal power and
authority to execute and deliver this Agreement and to perform its obligations. This Agreement
constitutes a legal, valid, and binding obligation of Representing Party, enforceable against Representing
Party in accordance with its terms.

8.2. Approval and Authorization. Representing Party’s execution and delivery of this
Agreement require no approvals or authorizations from any party not previously obtained and do not
violate, contravene, or conflict with any law, order, or regulation by any court, governmental authority,
official, or agency, or any other contract, indenture, or instrument to which Representing Party is a party
or by which Representing Party may be bound.
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8.3. Explained by Counsel. Representing Party’s independent legal counsel has
explained the legal effect of this Agreement to Representing Party.

8.4. Reviewed by Representing Party. Representing Party has reviewed this Agreement
(including the accuracy of the recitals) and understands the significance and consequences of this
Agreement (including that the provisions are contractual in nature).

8.5. No Duress. Representing Party entered into this Agreement freely and without
duress.

8.6. No Proceedings. To Representing Party’s knowledge, there is no action, cause of
action, claim, suit, or other proceeding at law or in equity or by or before any governmental agency of any
local, state, or federal government now pending against the Representing Party arising out of or related to
the Loan. This provision does not include Lender.

9. RELEASE OF LENDER PARTIES.

9.1. Release. Borrower and its successors and assigns (jointly and severally, Releasor),
fully and forever release and discharge Lender, its agents, attorneys, employees, officers, elected officials,
their successors and assigns (collectively, Lender Parties), from any act, action, agreement, breach, claim,
controversy, cost, damage, debt, default, demand, dispute, expense, injury, judgment, liability, loss,
malfeasance, misfeasance, obligation, omission, and/or suit of every character, kind, nature, and type
(e.g., whether legal or equitable, known or unknown, suspected or unsuspected, contingent or fixed)
(collectively, Claims) that have arisen or accrued with respect to the Loan as of the date of this
Agreement.
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IN WITNESS WHEREOF,

Borrower and Lender have executed this Forbearance Agreement

as of the day and year first above written.

BORROWER

Date:

SACRAMENTO REGION SPORTS
EDUCATION FOUNDATION

By:

Print name:

Title:

235765.doc PL# 12-0556

LENDER

Date:

CITY OF SACRAMENTO

By:

Print name:

Title:
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