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the Loan Forgiveness and Deferred Repayment Agreement (City Agreement 2013-0860) into the 
Economic Development Fund (Fund 2031).

Contact: Jody Ulich, Director, (916) 808-5105; Leslie Wisniewski, Administrative Officer, (916) 808-8920, 
Convention & Cultural Services

Presenter: None

Department: Convention & Cultural Services

Division: CCS Administration

Dept ID: 17001011

Attachments:

1-Description/Analysis

2-Resolution

3-Sublease

_______________________________________________________________
City Attorney Review

Approved as to Form

Kourtney Burdick

3/10/2015 5:15:08 PM

Approvals/Acknowledgements

Department Director or Designee: Jody Ulich - 3/6/2015 5:40:02 PM

City Council Report
915 I Street, 1st Floor

www.CityofSacramento.org

1 of 72

09

http://www.cityofsacramento.org/


Description/Analysis 

Issue Detail: On December 17, 2013, City Council approved a lease agreement between 
the City and the Sacramento City Unified School District (“SCUSD”) for the lease of 
property at 2420 N Street (the “Fremont School Building”) as the new location for the 
Studios for Performing Arts.  City Council also approved a sublease of the property to 
the Studios for the Performing Arts Operating Company (the “Studios Operating 
Company” or “SOC”), who would renovate the property and then further sublease it to 
its member organizations—the Sacramento Ballet and the Sacramento Region 
Performing Arts Alliance (“SRPAA,” formerly the Sacramento Opera and Sacramento 
Philharmonic)—and possibly to other arts and educational institutions.

Following the December 17, 2013 City Council meeting, SRPAA decided not to move 
forward with the project.  Accordingly, the agreements were never executed by the City 
Manager.  If the City Council approves the recommendations of this report and 
authorizes this project to move forward, the City Manager will execute the lease 
agreement with the District, which was previously approved by the City Council and the 
sublease as amended herein.

Under the original agreements, the City was to contribute $2.5 million towards the $6 
million renovation and the SOC was to contribute the remaining funds.  Upon completion 
of the renovation and the repayment by the Crocker Art Museum Association of a City
loan, the City would contribute an additional $2.5 million to the Studios project.  

The SOC has been unable to raise the remaining funds needed for construction and has 
asked the City to provide its second $2.5 million installment at the outset of 
construction.  The project would be funded as follows:

 $2.5 million from the CalEPA Fund (Fund 2801) for improvements, consistent with 
Council Resolution 2013-0144;

 Up to $2.5 million from the Economic Development Fund ; and
 $1.6 million (including costs already expended for the project) from the SOC and 

the SOC will be responsible for any cost overruns.

Within 60 days of the Commencement Date, the SOC will confirm that it has:

 $1,144,167 cash on hand for the project
 A signed sublease agreement for 40% of the Exclusive Rentable Space to the 

Sacramento Ballet for a minimum of ten years beginning within 30 days of 
completion of the initial improvements

 Signed sublease agreements of at least 75% of the Exclusive Rentable Space 
(including the Sacramento Ballet) for a minimum of five years

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.
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Environmental Considerations: This project is for the purpose of making

improvements to the historic Fremont 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 the California Environmental Quality Act Guidelines section 

15331 – Historical Resource Restoration/Rehabilitation.

Sustainability: This agreement is consistent with the goals, policies, and targets of 

the City’s Sustainability Plan.

Commission/Committee Action:  Not applicable.

Rationale for Recommendation: The goal of the SOC is to bring together various arts 
organizations 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 encouraging the fostering of innovative ideas for advancing the arts and 
arts education in the Sacramento community.  

The underlying lease for the Fremont building for the Studios project was approved by 
the City Council on December 17, 2013.  Under the lease, the City will lease the space 
for a 40-year term and then sublease the space to the SOC to house the Studios for the 
Performing Arts.  The 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 board 
meeting.

The proposed sublease that the Council is being asked to approve in this report, 
between the City and the Studios Operating Company for the Fremont School site, 
includes the following significant terms:

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

site and assume 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 SCUSD prior to execution.

 Use of the site shall be consistent with Education Code section 10900 et seq. 
related to educational activities.
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 The Studios Operating Company shall establish an Operating Fund with a minimum 
initial deposit of $55,000 and by the end of the third year of occupancy increase 
the reserve to $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 establish a Capital Reserve Account with a 
minimum initial deposit of $20,000 and maintain a minimum balance of $15,000.  
Monthly contributions to the reserve shall be no less than $1,500.  This reserve is 
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.

Staff has reviewed the Studios’ operating proforma and believe it is a workable model 
based on best practices at other similar facilities in the region. The proposed tenants 
have been covering rent that is similar to what will be required at the Studio project. 
The Studios will establish a capital reserve to cover major repairs. In addition, an 
operating reserve will be established to cover unforeseen operating needs.  To 
maintain revenue, the Studios will utilize adjustable leases to cover operating 
expenses.  Operating cost models are based on actual past usage of the present 
facility when it was operated as an adult learning center.

Proposed Tenants

Currently, five organizations have executed letters of intent to lease a total of 82% (a 
total of 38,201 sq. ft.) of the Studios space – Sacramento Ballet, Capital Stage 
Company, Alliance Francaise de Sacramento, Calidanza- Children’s Chorus, and the 
Brazilian Center for Cultural Exchange. All of these organizations have been in operation 
for over five years with the longest tenure being that of the Sacramento Ballet, which 
has served the Sacramento community for over sixty years.

Staff has reviewed the financials of each of the organizations to compare their current 
rent with that being proposed at the Studio space. With the exception of Capital Stage 
that is adding to their existing space, the other tenants are relocating to this space with 
terms that are generally comparable to their existing rental terms. Under the proposed 
lease terms, however, all of the operating costs will be divided among the tenants based 
upon the amount of space they occupy. This may result in rent fluctuations above what 
the organizations currently experience if there is variance in the amount of total space 
occupied. The tenants are currently operating in a positive position (other than the 
Children’s Chorus which experienced a slight deficit last year).Most of the organizations 
have minimal operating reserves which is not optimal but typical of small arts 
organizations. 

The tenants will be responsible for their own tenant improvements which should be 
negligible other than the improvements needed for the Ballet. Though exact cost figures 
have not been developed, the Ballet’s costs are estimated to be in the $100,000 range 
with those funds coming from a fundraising campaign which has recently initiated. 
Alliance Francaise de Sacramento has earmarked funds from their retained earnings for 
the improvements.
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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 and other arts 
organization into the building.  

 Improvements to the site must begin within three months of the sublease 
commencement date and must be completed within one year.

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 Up to $2.5 million from the Economic Development Fund.

 The Studios Operating Company is to contribute the remaining cost of the Initial 
Improvements.

The City Council previously approved the suspension of competitive bidding for the 
sublease of the property to the SOC as well as the construction of improvements.

Financial Considerations: The Studios project is estimated to cost $6,595,231 million, 
with the City contributing $2.5 million from the Cal EPA fund, which was approved by 
the City Council on December 17, 2013, and $2.5 million from the Economic 
Development Fund (Fund 2031).  The remaining costs estimated at $1.6 million will be 
funded by the SOC.

This report requests that Council approve the appropriation of $2.5 million from the 
Economic Development Fund to B13000400 (Studios for the Performing Arts) 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.

When received, the proceeds of the loan repayment of Non-Interest Bearing Principal B 
by the Crocker Art Museum Association, as specified in the Loan Forgiveness and 
Deferred Repayment Agreement (City Agreement 2013-0860), shall be deposited into 
the Economic Development Fund 2031 as reimbursement for the $2.5 million in 
expenditures from the Economic Development Fund.  

Local Business Enterprise (LBE):  Not applicable.
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RESOLUTION NO.

Adopted by the Sacramento City Council

STUDIOS FOR THE PERFORMING ARTS

BACKGROUND

A. On December 17, 2013, the City Council authorized the City Manager 

to execute a lease agreement with the Sacramento City Unified School 

District (the “District”) to lease the District’s former Fremont School for 

Adults (the “Fremont”), located at 2420 N Street in Sacramento, to be 

used for the Studios for the Performing Arts.  The City Council also 

authorized the City Manager to execute a sublease agreement 

(“Sublease”) with the Studios for the Performing Arts Operating 

Company (the “Studios Company”) to renovate the building and 

operate the Studios for the Performing Arts.  

B. The goal of the Studios project is to bring together various arts and 

educational groups under one roof where they can conserve resources 

and support one another by sharing studio, rehearsal, performing, and 

classroom space.  

C. Since the City Council’s consideration of the project, the proposed 

tenant mix for the space has changed—namely, the California Musical 

Theatre and the Sacramento Region Performing Arts Alliance have 

decided not to move into the Fremont building at this time.  

Additionally, the Studios Operating Company (the “Studios”) has been 

unable to raise sufficient funds to complete the necessary renovation 

of the building that would allow tenants to move in.

D. To allow construction to proceed at this time, the City would like to 

modify the timing of its planned $5 million contribution to the project.  

In lieu of contributing $2.5 million to assist with the construction and 

$2.5 million following construction (and upon the repayment of Non-

Interest Bearing Principal B by the Crocker Art Museum Association

pursuant to City Agreement 2013-0860, as stated in Resolution 2013-
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0247), the City would like to contribute all $5 million at this time to 

assist with construction.  

E. The changes in the proposed tenant mix and funding strategy have 

necessitated changes to the Sublease with the Studios Company.

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

COUNCIL RESOLVES AS FOLLOWS:

Section 1. The City Manager or his designee is authorized to execute the 

Studios for the Performing Arts Sublease Agreement (attached 

as Exhibit A) to sublease the Fremont building to the Studios 

Company (attached as Exhibit A) at a rental rate of $1.00 per 

year.

Section 2. The City Manager or his designee is authorized to appropriate 

$2.5 million from the Economic Development Fund (Fund 2031) 

to the Studios for the Performing Arts Capital Improvement 

Project (B13000400).

Section 3. The proceeds of the loan repayment of Non-Interest Bearing 

Principal B by the Crocker Art Museum Association, as specified 

in the Loan Forgiveness and Deferred Repayment Agreement 

(City Agreement 2013-0860), shall be deposited into the 

Economic Development Fund (Fund 2031).  This section 3 

supersedes any inconsistent language in Resolutions 2013-144 

and 2013-0247 regarding the City’s use of loan proceeds from 

Non-Interest Bearing Principal B.
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