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ITEM 5. Other Events

On December 17, 2002, Sotheby's (the "Company") entered into an agreement to
sell its headquarters building located at 1334 York Avenue, New York, NY (the
"Building") to RFR Holding, LLC ("RFR") for $175 million in cash. A copy of the
press release announcing this sale agreement is attached as Exhibit 99(a).

The Company will lease the Building back from RFR for an initial 20-year term,
with options to extend the lease for two additional 10-year terms. The rental
obligation during the initial term will be approximately $18.0 million per year,
escalating 7% every three years during the term of the lease. The lease will be
classified as a capital lease in accordance with generally accepted accounting
principles.

Net cash proceeds received from the sale of the Building will primarily be used
to repay $100 million in short-term borrowings under the Term Facility of the
Company's Amended and Restated Credit Agreement due February 11, 2003 and to
fund the $20.1 million fine imposed on the Company by the European Commission
due February 8, 2003. The remaining proceeds will be used for general corporate
purposes.

This sale-leaseback transaction will be dilutive to the Company's earnings in
2003 due to increased charges for interest and depreciation resulting from the
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capital lease obligation and capital lease asset that will be reflected on the
Company's consolidated balance sheet.
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