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Issue: City Council approval is required for the execution of leases pursuant to City 
Code Section 3.68.110, for the suspension of competitive bidding pursuant to City Code 
Section 3.60.170, for the termination of Agreements previously approved by City 
Council, and for the appropriation of funds.

Recommendation: 1) Pass a Resolution a) authorizing the City Manager or his 
designee to appropriate $2.5 million from the CalEPA Fund (Fund 2801) to the Studios 
for the Performing Arts Project (B13000400); b) suspending competitive bidding, in the 
best interest of the City, to allow the City to sublease the property located at 2420 N 
Street in Sacramento (the “Fremont Building”) to the Studios for the Performing Arts 
Operating Company (“Studios Company”), as special circumstances make the use of the 
bid procedure inappropriate; and c) suspending competitive bidding, in the best interest 
of the City, for the construction of improvements to the Fremont Building for the Studios 
for the Performing Arts Project; and 2) pass a Motion a) authorizing the City Manager to 
execute an agreement to lease the Fremont Building from the Sacramento City Unified 
School District ("SCUSD"); b) authorizing the City Manager, upon the concurrence of 
SCUSD, to execute an agreement to sublease the Fremont Building to the Studios 
Company, which sublease authorizes the City to expend up to $5 million on renovating 
the Fremont Building for the Studios for the Performing Arts Project; and c) authorizing 
the City Manager to terminate City Agreement 2006-0798 with the Studios Company, 
the California Musical Theater, the Sacramento Ballet, and the Sacramento Region 
Performing Arts Alliance as the parties no longer intend to use the property located at 
725 14th Street in Sacramento.
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Description/Analysis 

Issue Detail: 

On May 7, 2013, City Council adopted Resolution No. 2013-144 directing the City 
Manager to amend the scope of work for the Studios for the Performing Arts project, 
renegotiate agreements with the participating arts organizations, and return to Council 
with agreements to implement the revised project. City Council also committed $2.5 
million from the CalEPA Fund to fund the first phase of the revised Studios project.  City 
Council approval appropriating the funding is still required.

On July 23, 2013, City Council adopted Resolution No. 2013-0247 to direct the proceeds 
from repayment by the Crocker Art Museum Association (CAMA) of the $2.5 million Non-
Interest Bearing Principal B, as specified in Agreement No. 2013-0860 (Loan Forgiveness 
and Deferred Repayment Agreement), into the Studios for the Performing Arts Project 
(B13000400).

In furtherance of the Studios for the Performing Arts Project, staff is recommending the 
City lease the property at 2420 N Street (the “Fremont Building”), formerly known as 
the Fremont School for Adults, from the Sacramento City Unified School District 
(SCUSD). Staff further recommends the City sublease the property to the Studios for the 
Performing Arts Operating Company (the “Studios Operating Company”) who would then 
further sublease the property to its member organizations—the Sacramento Ballet and
the Sacramento Region Performing Arts Alliance (formerly the Sacramento Opera and 
Sacramento Philharmonic) (collectively referred to as the “Member Organizations”)—and 
possibly to other arts and educational institutions. This lease-sublease arrangement is 
an alternative to constructing a new facility at 724 14th Street, Sacramento, California 
(the “14th Street Site”), as originally contemplated by City Agreement 2006-0798.

The California Musical Theater,an original member organization of the Studios Operating 
Company, withdrew from the project on December 2, 2013. This loss has created an 
opportunity to expand the Studios for the Performing Arts mission to include a broader 
group of performing arts organizations.  The City and the Studios for the Performing Arts 
Operating Company (“Studios Operating Company”) have redefined the project 
parameters and thresholds for the release of City funding.

This report outlines the proposed lease and sublease agreements and requests that 
Council authorize the City Manager or his designee to execute the agreements and 
approve the necessary appropriations for the City’s project funds.   In addition, this 
report requests that Council authorize the City Manager or his designee to terminate 
Memorandum of Understanding No. 2006-0798, between the City, the Studios Operating 
Company, and the Member Organizations, as that agreement contemplated the 
construction of a new facility on the 14th Street Site. 

This report also requests that City Council finds and determines that special 
circumstances prevail and it is in the best interests of the City to: 1) enter into a 
sublease with the Studios Operating Company for the Fremont School site consistent 
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with Section 3.68.110.F of the City Code; and 2) suspend competitive bidding for the 
construction of improvements for the Studios project consistent with Section 3.60.170.D 
of the City Code.   

When leasing property, the City Council, pursuant to Section 3.68.110.F of the City 
Code, may suspend competitive bidding when it determines that doing so is in the best 
interest of the City and special circumstances exist that make the use of the bid 
procedure inappropriate.  In this instance, the City’s lease of the Fremont Building is 
contingent upon the City’s sublease of the property to the Studios Operating Company.  
Absent the City’s agreement to sublease to the Studios, the District would not lease the 
property to the City.  This lease/sublease arrangement will allow the City and District to 
take advantage of a rent-free site for the Studios project, without needing to construct a 
completely new building from the ground up.  The lease and sublease also provide for 
educational artistic opportunities to underserved student populations.

Pursuant to Section 3.60.170.D of the City Code, the City Council may suspend 
competitive bidding for the construction of a public project when it is in the best interest 
of the City to do so.  In this case, suspending competitive bidding for the renovation of 
the Fremont Building will allow the Studios Operating Company to continue to utilize the 
services of a general contractor—Rudolph & Sletten (R&S)—with whom the Studios 
Operating Company has worked.  The contractor is familiar with the project and has 
worked with the Studios Operating Company to enhance the constructability of the 
project.  

Policy Considerations: The proposed actions in this report further the City’s goal of 
providing a diversity of first class arts and cultural facilities and programs.

Economic Impacts:  None.

Environmental Considerations: This project is for the purpose of making 
improvements to the historic Freemont School for Adults building which is limited to the 
maintenance, repair, stabilization, rehabilitation, restoration, preservation, conservation, 
or reconstruction of historical resources in a manner consistent with the Secretary of 
Interior’s Standards for the Treatment of Historic Properties with Guidelines for 
Preserving, Rehabilitating, Restoring, and Reconstructing Historic Buildings (1995), 
Weeks and Grimmer. This project is exempt under Section 15331 – Historical Resource 
Restoration/Rehabilitation, of the California Environmental Quality Act.

Sustainability: This agreement has been reviewed for consistency with the goals, 
policies, and targets of the City’s Sustainability Plan (SMP).

Commission/Committee Action: Not applicable.

Rationale for Recommendation: The goal of the Studios for the Performing Arts 
Project was to bring together several arts organizations – the California Musical Theater, 
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the Sacramento Ballet, and the Sacramento Region Performing Arts Alliance (formerly 
the Sacramento Opera Company and the Sacramento Philharmonic Orchestra 
Association), all represented by the Studios Operating Company – under one roof to 
share studio, office, rehearsal, performing, and classroom space.   (The California 
Musical Theater withdrew from the project on December 2, 2013.) Working together in 
the same building will allow these groups to conserve resources as well as encourage 
communication and cooperation between the groups, thereby encouraging the fostering 
of innovative ideas for advancing the arts and arts education in the Sacramento 
community.  

Due to the extent that the recession has exacerbated the delay in the Studios Operating 
Company’s fundraising for the initial H Street Site project, the Studios Operating 
Company has been forced to revise the project.  The Studios Operating Company and 
the City have agreed to a revised project scope that includes no new construction, reuse 
of an existing building rather than constructing a new building on the 14th Street site, 
and a funding strategy and timeline for the improvements to the building.

This report includes a lease between the City and SCUSD for a 40-year term at the 
Fremont School site to house the Studios for the Performing Arts.  This lease includes 
requirements that, in addition to the Studios regular programming, the Studios 
Operating Company provide summer camps, performing arts internships, and 
scholarship funds for performing arts training for up to fifty students within the District, 
and office space for the SCUSD Visual and Performing Arts Director.  The SCUSD 
approved the lease at their November 21, 2013 meeting.

Initially, the revised Studios project was contemplated as a two-phase project in which 
the first phase of improvements would be sufficient to allow the Ballet to occupy the 
building and the second phase of improvements would complete the building and 
provide occupancy for the California Musical Theater and Sacramento Region Performing 
Arts Alliance.  Analysis performed by the project architects in conjunction with Building 
Code review with the Community Development Department has determined that in order 
to meet Code requirements all of the improvements must be made in one phase of 
construction.  Therefore, the terms of the sublease account for the new construction 
strategy as described.

With the recent withdrawal of California Musical Theater from the project, the City and 
the Studios Operating Company have had to redefine the project related to the lease of 
space beyond the member organizations and thresholds for the release of City funding.  
The loss of this partner leaves a gap of approximately $67,000 in projected operating 
revenue out of an estimated $253,000 operating budget that must be replaced and the 
loss of a tenant for approximately 6,200 square feet of space plus shared common 
space.  In addition to the space no longer programmed for California Musical Theater, 
6,600 square feet of space was originally programmed for third party arts organizations.  
A larger tenant pool must be sought out by the Studios Operating Company to occupy 
the approximately 12,800 square feet of exclusive space now untenanted.  Additional 
requirements to the sublease to ensure a viable operating model for the Studios for the 
Performing Arts are highlighted below.

5 of 88



This report also includes a sublease between the City and the Studios Operating 
Company for the Fremont School site, which includes the following significant terms:

Operations
 The Studios Operating Company shall act as the manager of the Fremont School 

site and assumes complete responsibility for the care and maintenance of the site.
 The Studios Operating Company shall pay $1 per year in rent to the City.
 The arts organizations forming the Studios Operating Company and any other third 

party arts or educational organizations using the space shall execute sub-
subleases subject to the same terms as the Studios Operating Company sublease. 
All sub-subleases shall be approved in writing by the City and SCUSD prior to 
execution.

 Use of the site shall be consistent with Education Code section 10900 related to 
the provision of arts and educational services.

 The Studios Operating Company has the express permission of donors to use 
funds and pledges previously raised for the 14th Street project on the Fremont 
School project.

 The Studios Operating Company shall maintain an Operating Fund with a minimum 
balance of $126,000 or six months’ worth of operating expenses, whichever is 
greater, for regular operating expenses including general repairs and maintenance.

 The Studios Operating Company shall maintain a Capital Reserve Account with a 
minimum balance of $15,000 for extraordinary and substantial repairs and 
replacements above and beyond regularly-scheduled maintenance.

 The City and SCUSD shall each have a representative on the Studios Operating 
Company Board of Directors.

 Changes made to the sublease as a result of the California Musical Theater 
withdrawal:

o A minimum of 80 percent of exclusive use space (approximately 25,000 
square feet out of 31,090 square feet) must have tenants (member 
organizations and third party tenants) with minimum 5 year leases prior to 
the release of City funding for the project.  

o The Studios Operating Company must have a business plan approved by the 
City supported by adequate revenue to cover the operating expenses for the 
building prior to the release of City funding for the project.  A revised 
business plan must be submitted for approval every other year.

o The Studios Operating Company must amend its by-laws and board 
composition to reflect the changed circumstances and representation on the 
board prior to the release of City funding for the project.

Improvements to the Building
 Improvements include the renovation of the site into dance studios, rehearsal and 

performance facilities, classrooms, offices, common use areas, and building 
systems to provide for the relocation of the Sacramento Ballet, California Musical 
Theater and Sacramento Region Performing Arts Alliance into the building.  
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 Improvements to the site must begin within 24 months of the lease and sublease 
commencement date and must be completed within 48 months.

Project Funding
 The City is to contribute up to $5 million for the improvements, from sources as 

follows:
o $2.5 million from the CalEPA Fund for the improvements, consistent with 

Council action in Resolution No. 2013-144; 
o $2.5 million upon receipt by the City of repayment of Non-Interest Bearing 

Principal B from CAMA, which is to be remitted to the City between January 
2018 and January 2030 consistent with Resolution No. 2013-0247 and City 
Agreement 2013-0860, for the reimbursement to the Studios Operating 
Company for costs expended on the improvements.

o The Studios Operating Company is to contribute the total cost of the Initial 
Improvements, less $2.5 million, which shall be secured by the Studios 
Operating Company before the first $2.5 million of City funding is released.

Financial Considerations: The Studios project is estimated at $6 million, with the City 
contributing $2.5 million per City Council Resolution No. 2013-144, plus $2.5 million 
from the Cal EPA fund.  This report requests that Council approve the appropriation of 
$2.5 million from the CalEPA Fund (Fund 2801) to B13000400 (Studios for the 
Performing Arts), establish an expenditure budget, and authorize the City Manager or his 
designee to disburse the funds in a manner consistent with the terms and conditions of 
the proposed Sublease. 

Emerging Small Business Development (ESBD): Not applicable.
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RESOLUTION NO.

Adopted by the Sacramento City Council

APPROPRIATING $2.5 MILLION FROM THE CALEPA FUND (FUND 
2801) TO THE STUDIOS FOR THE PERFORMING ARTS (B13000400) 

CAPITAL IMPROVEMENT PROJECT AND AUTHORIZING THE CITY 
MANAGER OR HIS DESIGNEE TO DISBURSE THE FUNDS, AND 

SUSPENDING COMPETITIVE BIDDING PURSUANT TO SECTIONS 
3.68.110.F and 3.60.170.D OF THE CITY CODE

BACKGROUND

A. The goal of the Studios for the Performing Arts Project (“Studios 

Project”) is to bring together several arts organizations – the California 

Musical Theater, the Sacramento Ballet, and the Sacramento Region 

Performing Arts Alliance (formerly the Sacramento Opera Company 

and the Sacramento Philharmonic Orchestra Association), all 

represented by the Studios Company – under one roof to share studio, 

office, rehearsal, performing, and classroom space.   Working together 

in the same building will allow these groups to conserve resources as 

well as encourage communication and cooperation between the 

groups, thereby fostering innovative ideas for advancing the arts and 

arts education in the Sacramento community.  

B. The City, Studios Company, and arts organizations originally planned 

to locate the Studios Project at a new facility, to be constructed at 724 

14th Street in Sacramento.  Working together, however, along with 

the Sacramento City Unified School District (“SCUSD”), the City, 

Studios Company, Sacramento Ballet and Sacramento Region 

Performing Arts Alliance have identified an existing building, owned by 

SCUSD and located at 2420 N Street in Sacramento (the “Fremont 

Building”), which, with some improvements, is an ideal location for the 

Studios Project.  The parties intend for the District to lease the 

Fremont Building to the City, who will then sublease the property to 

the Studios Company.
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C. It was initially anticipated that the construction of improvements to the 

Fremont Building would occur in two phases.  To this end, on May 7, 

2013, the City Council committed $2.5 million from the CalEPA Fund 

(Fund 2801) to fund the first phase of improvements.  And on July 23, 

2013, City Council directed $2.5 million from the Crocker Art Museum 

Association’s repayment of Non-Interest Bearing Principal B (as 

specified in City Agreement 2013-0860) into the Studios for the 

Performing Arts Capital Improvement Project (B13000400) for the 

second phase of improvements.  Since that time, the City and Studios 

Company have determined that, for constructability reasons, it makes 

more sense to perform all improvements in one phase, as opposed to 

two.

D. When leasing property, the City Council, pursuant to Section 

3.68.110.F of the City Code, may suspend competitive bidding when it 

determines that doing so is in the best interest of the City and special 

circumstances exist that make the use of the bid procedure 

inappropriate.  In this instance, the City’s lease of the Fremont 

Building from SCUSD is contingent upon the City’s sublease of the 

property to the Studios Company.  Absent the City’s agreement to 

sublease to the Studios, the District would not lease the property to 

the City.  This lease/sublease arrangement will allow the City and 

District to take advantage of a rent-free site for the Studios Project, 

without needing to construct a completely new building from the 

ground up.  The lease and sublease also provide for educational artistic 

opportunities to underserved student populations.

E. Pursuant to Section 3.60.170.D of the City Code, the City Council may 

suspend competitive bidding for the construction of a public project 

when it is in the best interest of the City to do so.  In this case, 

suspending competitive bidding for the renovation of the Fremont 

Building will allow the Studios Company to continue working with its 

general contractor—Rudolph & Sletten (R&S)—on the improvements.  

The contractor is familiar with the project and has worked with the 

Studios Company to enhance the constructability of the project.  

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

COUNCIL RESOLVES AS FOLLOWS:
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Section 1. The City Manager is authorized to appropriate $2.5 million from 

the CalEPA Fund (Fund 2801) to the Studios for the Performing 

Arts Capital Improvement Project (B13000400).

Section 2. In the best interest of the City, the City Council finds and 

determines that special circumstances exist that make the use of 

the bid procedure inappropriate for the lease of the Fremont 

Building and the City Council hereby suspends competitive 

bidding for the lease of the Fremont Building to the Studios 

Company. 

Section 3. In the best interest of the City, competitive bidding is suspended 

for the construction of improvements to the Fremont Building for 

the Studios for the Performing Arts Project.
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