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Title:  Supplemental Agreement: Keyser Marston Associates, Inc. 
 
Recommendation:  Pass a Motion approving supplemental Agreement No. 3 to 2014-1233 to 
incorporate additional scope of work that is linked and related to work currently being 
completed in the analysis of certain revenue streams. 
 
Location: Citywide 
 
Contact: Colin Bettis, Debt Analyst, (916) 808-8292; Brian Wong, Debt Manager, (916) 808-
5811, Office of the City Treasurer 

Presenter: None 

 
Department: Office of the City Treasurer 

 
Attachments: 
1-Description/Analysis 
2-Professional Services Agreement 3-Supplemental Agreement No 1 
4-Supplemental Agreement No 2 5-Supplemental Agreement No 3 
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Description/Analysis 
 

Issue Detail: In connection with the refinancing project for the 1997 Lease Revenue 
Bonds (“Refunding Bonds”), the City needs to determine the sufficiency and reliability of 
certain revenue streams that are currently being offered as collateral for the lease 
payments to the City which will pay debt service on the Refunding Bonds. 

 
On December 1, 2014, the City of Sacramento entered into Professional Services 
Agreement No. 2014-1233 with Keyser Marston Associates, Inc (“KMA”), (the 
“Agreement”). The original scope of the work for that Agreement included a review of the 
development economics of two private development projects. The first project consists of 
Phase 1 of the mixed-use component to be built adjacent to the Golden 1 Center at J and 
6th streets. The second project is the rehabilitation of the historic 142-room Marshall Hotel 
at 7th and L streets. The work described in the original scope of work for the first project is 
closely related to the work being proposed in the third supplemental agreement. 
 
Policy Considerations: City Code 3.56.290 (A)(1)(b) requires City Council approval 
for supplemental agreements that increase an agreement to $100,000 or more. 

 
Economic Impacts: Not applicable 

 
Environmental Considerations: The requested Council action does not constitute a 
“project” and therefore is exempt from the California Environmental Quality Act (CEQA) 
pursuant to Section 15062(b)(3) because it does not involve an activity that will have a 
significant effect on the environment. 

 
Sustainability: Not applicable 

 
Commission/Committee Action: Not applicable 

 
Rationale for Recommendation: The Agreement was initially entered into for a not-to-
exceed amount of $61,000. Two prior supplemental agreements to Agreement No. 2014-
1233 have pushed the total not-to-exceed amount to be $98,000. With the not-to-exceed 
fee of $15,000 associated with the current project the total fees paid to KMA will exceed 
$100,000 and necessitate City Council approval. 

 
Financial Considerations: The source of funding for $98,000 will be the Economic 
Development operating budget and the source for the additional $15,000 will be the City 
Treasurer’s operating budget. In addition, the $15,000 will be reimbursable from future 
bond proceeds when the Refunding Bonds are issued. 
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Local Business Enterprise (LBE): This supplemental agreement amends the 
Agreement already in place and therefore the LBE Requirement does not apply. 
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SUPPLEMENTAL AGREEMENT

 (Rev. 9‐17‐12)

Project Title and Job Number:  Financial Review Analysis
Purchase Order #:27283

Date: September 7, 2016 
Supplemental Agreement No.:  3

The City of Sacramento ("City") and Keyser Marston Associates,  Inc. ("Contractor"), as parties to that certain Professional 
Services  Agreement  designated  as  Agreement Number  2014‐1233,  including  any  and  all  prior  supplemental  agreements 
modifying  the  agreement  (the  agreement  and  supplemental  agreements  are  hereafter  collectively  referred  to  as  the 
"Agreement"), hereby supplement and modify the Agreement as follows: 

1. The Scope of Services specified in the Agreement is modified to add the additional services as provided in Exhibit A to
this Supplemental Agreement.

2. In consideration of the additional services described in section 1, above, the maximum not‐to‐exceed amount that  is
specified in the Agreement is increased by $15,000, and the Agreement’s maximum not‐to‐exceed amount is amended
as follows:

Agreement's original not‐to‐exceed amount:  $ 61,000 
Net change by previous supplemental agreements:  $ 37,000 
Not‐to‐exceed amount prior to this supplemental agreement:  $ 98,000 
Increase by this supplemental agreement:  $ 15,000 
New not‐to exceed amount including all supplemental agreements:  $113,000 

3. Contractor  agrees  that  the  amount  of  increase  in  the  not‐to‐exceed  amount  specified  in  section  2,  above,  shall
constitute  full  compensation  for  the  additional  services  specified  in  section  1,  above,  and  shall  fully  compensate
Contractor  for  any  and  all  direct  and  indirect  costs  that  may  be  incurred  by  Contractor  in  connection  with  such
additional  services,  including  costs  associated  with  any  changes  in  work  schedules  or  in  the  performance  of  other
services or work by Contractor.

4. Contractor warrants and represents  that  the person or persons executing this  supplemental agreement on behalf of
Contractor has or have been duly authorized by Contractor to sign this supplemental agreement and bind Contractor to
the terms hereof.

5. Except as specifically revised herein, all terms and conditions of the Agreement shall remain in full force and effect, and
Contractor  shall  perform  all  of  the  services,  duties,  obligations,  and  conditions  required  under  the  Agreement,  as
supplemented and modified by this supplemental agreement.

CITY OF SACRAMENTO KEYSER MARSTON ASSOCIATES, INC.

Approved by: Approved by:

________________________________  ___________________________ 
___________,_________________  Name: Debbie M. Kern 

Title: Vice‐President 

Approved As To Form by:

_________________________________  _____________________________  
Senior Deputy City Attorney  Additional Signature 

Attested to By: Name: Diane M. Chambers 
Title: Secretary 

__________________________________ 
Assistant City Clerk 
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Exhibit A 
Additional Scope of Services 

Addendum to Keyser Marston Associates, Inc. (KMA) Contract 
Feasibility of Using Phase 1 of Downtown Commons Net Operating Income (NOI) as 

Collateral for Refinancing of Sleep Train Arena Debt 

 
 
KMA proposes to undertake the following additional services: 
 

1. Evaluate the underlying assumptions provided within JMA Venture’s 
(Developer)projection of annual net operating income (NOI) to be generated by the 
mixed-use tower of the Downtown Commons Project and determine the reasonableness 
of these assumptions in comparison to the current market performance of comparable 
real estate projects. This evaluation will include room rates, occupancy rates, rental 
rates (office, retail, and residential), and any ancillary revenue streams that have been 
included in the NOI calculation provided by Developer. In addition, in the case that these 
underlying assumptions exceed the current market industry standards, indicate the 
degree to which they exceed these standards, and prepare a revised sample cash flow 
utilizing industry standards. We will evaluate the degree to which projected hotel room 
rates exceed rates being achieved by other hotels in the downtown, the degree to which 
projected retail rents exceed market rents, the degree to which operating expenses are 
less than industry standards, the degree to which projected parking revenues exceed 
current parking rates, the degree to which food and beverage hotel assumptions exceed 
industry standards, and the degree to which projected office rents exceed current office 
rents in Downtown Sacramento. 

 
2. Evaluate the degree to which the Developer’s projection of annual NOI to be generated 

by the balance of the Phase 1 Project exceeds the current market performance of 
comparable real estate projects. It is our understanding that the balance of the Project 
includes an additional 240,000 square feet of retail space and 20,000 square feet of 
office space. 

 
3. Review the debt structure of Phase 1 and the transaction documents that pertain to 

JMA’s obligation to provide collateral for the refinancing of Sleep Train debt. The 
purpose of the review is to determine if the Phase 1 NOI can realistically be pledged as 
collateral and is a meaningful source of collateral.  

 
Deliverables include: 1) a series of financial tables summarizing the NOI projections and market 
conditions; and 2) a technical memorandum summarizing the findings of the analysis and our 
conclusions. It is anticipated that the financial tables will include the following: 

 JMA cash flow projection, office component 
 JMA cash flow projection, retail component; 
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 JMA cash flow projection, residential component; 
 JMA cash flow projection, hotel component; 
 Downtown retail market conditions 
 Downtown office market conditions 
 Downtown residential market conditions 
 Downtown hotel market conditions 
 KMA Cash flow projection of mixed use-project, reflecting adjustments to JMA 

projection, where appropriate, based on market conditions 
 
Schedule and Budget 
 
KMA is prepared to submit a list of clarification questions within one week of our receipt of all 
requested information. A draft evaluation of the NOI of each component will be provided within 3 
weeks of our receipt of requested information. 

We are proposing to undertake the services outlined above on a time and materials basis with 
the total fee to not exceed $15,000. 
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