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Description/Analysis 

Issue Detail: The City leases the Joe Serna Jr. CalEPA Headquarters Building (Property) 
to the State of California, Department of General Services (State), and also provides 
property management services for the Property through a property management 
agreement (Agreement) with the State. Through a subcontract property management 
agreement between the City and PKY Masters Properties Group L.P. (PKY), PKY assumes 
and performs all property management responsibilities on behalf of the City.

The recommended amendment to the Agreement (City Agreement No. 2000-344) will 
extend the term through June 30, 2021 with an option through June 30, 2023, and establish 
an updated property management fee schedule that reflects the current market rates for 
property management of similar buildings. 

Policy Considerations: The recommendations in this report are in accordance with the 
provisions of City Code Section 3.04.020 regarding income or expenditures of $100,000 or 
more.

Economic Impacts: None

Environmental Considerations:

California Environmental Quality Act (CEQA): No environmental review is necessary 
because the recommendation in this report involves a continuing administrative activity 
and is not considered to be a project in accordance with Section 15378(b)(2) of the 
CEQA Guidelines.

Sustainability: Not applicable

Commission/Committee Action: None

Rationale for Recommendation: Executing the recommended amendment to the 
Agreement will provide continuous, uninterrupted property management services to the 
Property through the end of the lease term. The State negotiated the revised property 
management fees with the City and PKY and is satisfied with the proposed fee schedule 
and the services being provided.

Financial Considerations: The property management fees are paid by the State 
directly to PKY and the City receives no revenue related to property management. The 
following table shows the fees to be paid by the State to PKY under the amendment, 
beginning July 1, 2016. These fees reflect current market rates for property 
management fees for similar office buildings in downtown Sacramento.
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Property Management Fees – CalEPA Building
Contract Year Fiscal Year Annual Amount Monthly Amount

1 2016/17 $552,475 $46,040
2 2017/18 $566,287 $47,191
3 2018/19 $580,444 $48,370
4 2019/20 $594,955 $49,580
5 2020/21 $609,829 $50,819

6 (optional) 2021/22 $625,075 $52,090
7 (optional) 2022/23 $640,702 $53,392

Local Business Enterprise (LBE): Not applicable
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THIRD AMENDMENT TO PROPERTY MANAGEMENT AGREEMENT 

Between 
STATE OF CALIFORNIA 

DEPARTMENT OF GENERAL SERVICES  
and 

CITY OF SACRAMENTO 

This  third  amendment  (“Third Amendment”)  to  the  Property Management  Agreement,  City 
Agreement 2000‐344, (“Agreement”), is made and entered into as of _____________, 2016, by 
and between the State of California Department of General Services (“Department”), and the 
City of Sacramento (“Property Manager”). 

RECITALS 

A. On  July  1,  2000, Department  and  Property Manager  entered  into  the Agreement  for 
property management of the premises at 1001 I Street, Sacramento, California, named 
the Joe Serna Jr. Cal/EPA Headquarters Building (the “Premises”). 

B. On May 8, 2006, Department and Property Manager executed a first amendment to the 
Agreement  (“First Amendment”), whereby  the  term of  the Agreement was extended, 
Property Manager’s  compensation  was  adjusted,  and  a  provision  was  added  to  the 
Agreement to address LEED Certification. 

C. On November 10, 2010, the Department and the Property Manager executed a second 
amendment  to  the  Agreement  (“Second  Amendment”),  whereby  the  term  of  the 
Agreement was extended and Property Manager’s compensation was adjusted. 

D. The parties now desire to further amend the Agreement. 

Based  on  the  facts  in  the  foregoing  recitals, Department  and  Property Manager  agree  as 
follows: 

1. Section 7.1 of the Agreement is deleted and replaced in its entirety with the following:

7.1  Compensation.  For  its  services  hereunder,  Property Manager  shall  be  paid  a
Management Fee as set forth in Schedule 1‐B attached hereto and made a part hereof.

2. Section 9.1 of the Agreement is deleted and replaced in its entirety with the following:

9.1  Term.  The term of this Agreement shall continue through June 30, 2021, unless
terminated  earlier pursuant  to  Section  9.2.    The Department  shall have  an option  to
further extend the term of the Agreement for an additional two (2) year period through
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June 30, 2023, which option may be exercised by written notice by the Department to 
Property Manager  on  or  before  June  30,  2020.    Fees  payable  to  Property Manager 
during said option term, if exercised by the Department, shall be as set forth in Schedule 
1‐B  attached hereto  and made  a part hereof.    There  shall be no  further  renewals or 
additional  terms  unless  subsequently  agreed  to  in  writing  by  the  Department  and 
Property Manager. 
 

3. Section 10.2 of  the Agreement  shall be amended  to update  the parties’ addresses as 
follows: 

 
If to Department: 

 
Department of General Services 
Real Estate Services Division 
1102 Q Street, Suite 6000 
Sacramento CA, 95814 
Attn: Mike Courtney 
 

With a copy to: 
 
California Environmental Protection Agency 
1001 I Street 
Sacramento CA 95814 
Attn: Eric Jarvis 
 

If to Property Manager: 
 
City of Sacramento 
Real Estate Services 
915 I Street, 2nd Floor 
Sacramento CA 95814 
Attn: Facilities and Real Property Superintendent 
 

With a copy to: 
 

Sacramento City Attorney 
915 I Street, 4th Floor 
Sacramento CA 95814 
Attn: Jerry Hicks 
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4. Section 10.4 of the Agreement is deleted and replaced in its entirety with the following: 
 

10.4  Non‐Assignability.    This Agreement  and  the  rights  and  obligations  hereunder, 
shall  not  be  assignable  by  either  party  hereto,  voluntarily  or  by  operation  of  law, 
without  the written  consent of  the other, except  for  (a) assignments  required by any 
insurance  carrier  in  any  matter  relating  to  subrogation,  or  (b)  an  assignment  from 
Department  to  another  entity  which  acquires  ownership  of  the  Premises  or  (c)  an 
assignment  for  security  purposes  to  lenders  for  the  Premises.    Notwithstanding  the 
foregoing,  Department  acknowledges  that  Property  Manager  has  subcontracted  its 
rights and obligations (including all or a part of its compensation hereunder) and duties 
hereunder  to  PKY  Masters  Properties  Group,  L.P.  or  an  Affiliate  of  PKY  Masters 
Properties  Group,  L.P.,  and  that  the  same  is  permitted  provided  that  PKY  Masters 
Properties Group L.P. (or  its affiliate, as applicable) expressly assumes,  in writing, all of 
Property Manager’s obligations hereunder and a copy of the subcontract agreement  is 
delivered to Department.   Property Manager may subcontract with third parties other 
than PKY Masters Properties Group, L.P. and  its affiliates to assist  it  in carrying out the 
duties of Property Manager hereunder. 

 
5. Schedule  1‐A  of  the  Second  Amendment  is  hereby  deleted  and  all  compensation  to 

Property Manager shall be paid according to Schedule 1‐B attached hereto and made a 
part hereof. 

 
6. Except as provided above, all terms and conditions of the Agreement remain in full force 

and effect.   
 
 

(Signature Page Follows) 
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PROPERTY MANAGER 
CITY OF SACRAMENTO, a municipal 
corporation 
 
 
 
By:___________________________________ 
Print Name: ___________________________ 
Title: _________________________________ 
For:  John F. Shirey, City Manager 
 
 
Approved as to form: 
 
 
By:____________________________________
Supervising Deputy City Attorney 
 
 
Attest: 
 
 
By:____________________________________
City Clerk 

DEPARTMENT 
STATE OF CALIFORNIA 
DEPARTMENT OF GENERAL SERVICES 
 
 
By:__________________________________ 
 
 
 
Approved as to form: 
 
 
By:__________________________________ 
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SCHEDULE “1‐B” 
PROPERTY MANAGEMENT FEE SCHEDULE 

 

Year  SFY  Annual Fee  Fee Per Month  Notes 

1  2016/17  $552,475  $46,040   

2  2017/18  $566,287  $47,191   

3  2018/19  $580,444  $48,370   

4  2019/20  $594,955  $49,580   

5  2020/21  $609,829  $50,819   

6  2021/22  $625,075  $52,090  Optional year 

7  2022/23  $640,702  $53,392  Optional year 
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