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TO: CityCouncil 
.). 

FROM*. James L. App, City Manager 

SUBJIXX Ground Lease Amendment 

DATE: December 7,1999 

NEWS: For the City Council to consider amending its ground lease with Depot Associates to facilitate 
f idh t ion  of project financing. 

FACTS: 1. The City Council authorized a ground lease of City propeq, located at the Multi-md 
station, to Depot Associates for development of commercial buildings. 

2. The lease provided an initial two-year term with an automatic fifty-three year extension if 
. . the performance conditions of the initial term were satisfied. 

3. The performance conditions of the initial 2-year term included rehabilitation of the 
historic rail d o n ,  c o m a i o n  of a 3,030 square foot addition to the historic Station, 
construction of a 3,840 square foot new building, landscaping, and receipt of an 
Occupancy Permit for the listed improvements. 

4. Depot Assodares has advised the City that their bank cannot finance the project with the 
lease as written because the bank is unable to lend on leased property with a term of less 
than ten years (see attached Depot Associates correspondence dated 11/10/99). 

5. Haitage Oaks Bank has confirmed that State Banking Reguladons prohibit the Bank 
'from extending credit secured by a 11 Trust Deed on a leasehold under a lease which 
does not extend at a minimum of 10 years beyond the maturity date of the loan." 
Peference attached 11/17/99 Heritage Oaks Bank correspondence). 

6. The performance conditiodmitial2-year term was included in the lease as a means to 
assure the City that the project as described would be built/completed. 

7. Depot Associates has completed construction of both buildings' foundations, framing 
and mfing. 

8. Depot Assoches has indicated that they cannot proceed with the project without bank 
financing and, therefore, request amendment of the lease to the full 55 year tenn so that 
thqr may secure the needed fmancing. 

9. The Council's Fiscal Committee has reviewed Depot Associates' request and recommends 
approval of a lease amendment to the full 55-year term. 

ANALYSJS & 
CONCLUSION: Depot Associates was awarded the Multi-modal station propexty ground lease pursuant to 

a competitive proposal process initiated by the City. Their proposal was successful 
because it included rehabilitation of the historic portion of the exkting rail station house 
and creation of new commercial space. 

Depot Associates represents that they have completed foundation, fi.armng and roofing 
work on the svuaures with their own cash resources, but now nquire outside private 
fhancing to complete the project. The desired financing cannot be achieved under the 
exkting terms of the lease. And, as Depot Associates has indicated that they cannot 
complete the project without outside financing, it is in the City's best interest to amend 
the lease to facilitate the needed financing. 



POLICY 
REFERENCE: September 1999 Lease between the City and Depot Associates. 

mscm 
IMPACT: No immediate financial impact. However, should Depot Associates not complete the 

struaures, a loss of income potential could be expected (as the lease provides the City the 
promise of a share of future rents - reference Section 4 of the lease). 

OF"l'I0NS: A. Autfiorize the City Manager to Jkecute a Lease Amendment to Effect a Fifty-Five 
Year Lease Term. 

B. Amend, Modify or Reject the Option Above. 

. . 

A. 1 l/l0/99 Depot hsocka Comspondena 
11/17/99 Huitage O& Bank C o r n s p o h  
LePsewithRoposed~esNoted 
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Depot Associgtes 

TO: Jim App City of Paso Robles 

From: Newlin Hastings 
SUBJECT: LEASE CHANGES 
DATE: . . November 10, 1 999 

We arc in the process of financing the Depot project and find a regulation which prohibits the 
Brrnk from making a loan on leased property unless the term of the lease is 10 years or longer. 

Our lease for the Depot provides for a 24 month tcrm, followed by a 53 year term 

Upon review by our ba* we have found that financial institutions are unable to lend on leased 
property with a term of less than 10 years.. see attached "Laws" which makes this requirement 
known. 

- I would like to request that given ow situation, we amend the lease to provide for a 55 year term 
beginning on September 22nd, 1999 and give up the 2 and 53 format. 

W e  have also decided to utilize a general partnership instead of a Limited Liability Company but 
will use the same name, Depot Associates, a General Partnership 

1 would appreciate your prompt considemtion to this request as we an trying to formalize 
our loan so as to continue uuninterrupted" in our construction. 

~ewlin  Hastings, Jr. 

cc Mr. John Seitz 
phone 543-7272 

n r c  Granary 
1 1 1 1 Rivcrsidc Avcuuc, Suite 500 - - . - . . - 

Paso Robles. CA 93446-2668 

T. Nswlin Hasdngs 
Partner Broker 

(805) 237-4040 FAX (805) 237-4041 
has~In~~@,rhearid. net 
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