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CITY OF MARTINEZ
CITY COUNCIL AGENDA


March 3, 2010
	TO:
	Mayor and City Council



	FROM:   


	Karen L. Majors, Assistant City Manager  Community & Economic             
Development
Michelle Wierschem, Recreation Manager



	SUBJECT:


	New Lease 46 Year Lease Agreement with the State Lands Commission

	DATE:
	February 23, 2010


RECOMMENDATION: 
Adopt the resolution approving a new 46 year Lease with the State Lands Commission (SLC) for water and land side property that encompasses the Marina.
BACKGROUND:  
The City of Martinez entered into a lease with the SLC in 1964 for 49 years.  This lease gave the City the right to develop a marina, breakwater wall and various land side improvements.  It also allowed the City to take on certain debts to fund the allowed improvements and required the City to make certain rent payments when the Marina debts were repaid. The current lease expires in 2013. 

As the City Council is very aware, staff began the process to negotiate a new lease with the SLC almost 3 years ago.  Staff, based upon direction from the City Council, approached SLC staff about a new lease instead of waiting until 2012 to begin negotiating the renewal of the existing lease.  A new lease with SLC has been the most important marina related action item as staff cannot finalize: 1) the new State Department of Boating and Waterways (DBW) loans, 2) the Sub Lease Agreement with our Marina Partners, Martinez Marina LP, or 3) the reconstruction of the new docks, slips and breakwater wall repair and 4) all requirement DMMO and JARPA permits for dredging and construction of new improvements without a new lease.
Last May staff made significant progress in working through the “log jam” in negotiating a new lease, and finally began to make progress with SLC staff.  In addition, staff retained the services of an appraiser who specializes in marinas to provide the SLC with a qualified appraisal of our marina improvements.  Finally City staff developed a significantly more detailed and sophisticated financial model to understand the marinas short and long term cash flow and debt repayments and to identify critical financial stress points that facilitated successful negotiations with SLC staff.  This financial model will serve as the basis of loan term negotiations with DBW and finalization of the sub lease with Martinez Marina LP.  
The most important issues in negotiating the new SLC lease was the term length and rent payment being tied to the Marina Fund’s ability to pay rather than the actual revenue generated.  Without these two considerations, the financial feasibility of the Marina reconstruction and the short and long term financial viability of the Marina would be at risk.  The appraisal and the new financial model enabled the City to successfully negotiate a new lease.  The following are the major deal points of the attached lease agreement:
a. Lease term – 46 years.
b. Rent- 

i. 10 years fixed terms, $10,000 + 5% of gross upland sales, services and rents;
ii. 6 months prior to year 11 renegotiate rent with State;
iii. Standard percentages as well as the financial condition of the marina will be the basis of rent negotiations for the remaining 3 ten year terms and 1 six year term. 
c. The current lease agreement is terminated with the approval of the new lease agreement.
d. The improvements and dredging to facilitate the reconstruction project are approved as part of the lease.
e. Encumbrance limit for the City set at $12million dollars. Limit for MMLP will be determined at a later date.
f. Implementation of Best Management Practices per State specifications is required.
g. Insurance requirement: $5 million dollars naming the State as an additional insured.

h. Surety Bond requirement:

i.  $1.5 million Construction Bond;
                               ii    $2 million Performance Bond.
i. Live-A-Boards: 7 (staff is requesting in a separate amendment that this number be increased to 16-21).
The SLC Board approved the lease on February 1, 2010 although there is still discussion regarding the number of live-a-boards between city and SLC staffs.  The SLC Board agreed to consider an amendment to this number as well as clarification of several terms and provisions in the new lease pursuant to the City Attorney at their next meeting on April 6, 2010.
FISCAL IMPACT: 
Staff estimates that the annual rent for the first 10 years of the new lease term will be approximately $12,000 to $13,000 per year ($10,000 plus 5% of the Eagle Marine Lease).  Future terms will be based upon SLC standard percentage rents and the financial health of the marina.  The City’s long term goal is to initiate special state legislation to have the water and land sides of the Marina designated as public trust lands before the end of the first ten year term.  This designation will give the City significantly greater financial and regulatory flexibility.
ACTION: 
Staff recommends adoption of the resolution approving the new 46 year Lease with the State Lands Commission (SLC) for water and land side property that encompasses Marina.
APPROVED BY:
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City Manager

RESOLUTION NO. -10
APPROVING NEW 46 YEAR LEASE AGREEMENT WITH THE STATE LANDS COMMISSION FOR LAND AND WATER SIDE AREAS COMPRISING THE MARTINEZ MARINA AND AUTHORIZING THE MAYOR TO EXECUTE THE AGREEMENT

WHEREAS, The City of Martinez entered into a lease agreement with the State Lands Commission in 1964 for 49 years; and

WHEREAS, said lease agreement expires in 2013; and

WHEREAS, in order to continue making progress on the revitalization of the Martinez Marina, it was essential to negotiate a new lease rather than wait to renew the old lease in 2013; and

WHEREAS, the City Council is in agreement with the terms negotiated by staff and approved by the State Lands Commission Board on February 1, 2010.

NOW, THEREFORE, BE IT RESOLVED that the Martinez City Council hereby approves the new 46 year lease agreement with the State Lands Commission and authorizes the Mayor to execute the agreement.

* * * * * *

I HEREBY CERTIFY that the foregoing is a true and correct copy of a resolution duly adopted by the City Council of the City of Martinez at a Regular Meeting of said Council held on the 3rd day of March, 2010, by the following vote:

AYES:

NOES:

ABSENT:

RICHARD G. HERNANDEZ, CITY CLERK
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