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PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

On December 8,2009, your Board granted NF Marina, LP ("Lessee") an option ("Option") to extend
the Parcel 8T lease by 30 years from its current June 7, 2021 expiration date to June 7, 2051. The
Option Agreement included an approved form of Amended and Restated Lease Agreement for the
leasehold, to be executed after satisfaction of various requirements, including evidence that the
Lessee had sufficient project financing. Lessee paid a non-refundable option fee of $100,000 upon
grant of the Option and has agreed to spend no less than $20.0 million for renovation of all existing
apartment buildings to include apartment unit interiors, building facades, club house, interior and
exterior common areas, as well as replacement of landscaping, hardscape, and the existing marina,
and upgrading of the waterfront promenade to current Marina standards. Among the other
negotiated points, Lessee agreed to an increase of the County's percentage rent rate for apartment
units to 14.5 percent, subject to certain offsets during the first 20 years of the term.

The Option expired on June 8, 2011. During the Option period, Lessee diligently pursued its
entitlements and was able to obtain them, including approvals from the Department of Regional
Planning and the Coastal Commission, but was not able to complete other required actions prior to
the expiration of the Option. The major reason for Lessee's inability to complete all the required
actions is that Lessee has not been able to secure financing. Lessee has requested that it be given
until December, 2012 to either acquire its financing and complete all the other required actions (e.g.,
final approval of plans) for exercise of the option or find a buyer for the leasehold capable of
financing the project.

In consideration for renewing the Option and extending the expiration date, Lessee has agreed to
the following: (1) payment of an additional $100,000 Option Extension Fee upon signing of the
Renewal of Option to Amend Lease Agreement ("Renewal of Option"), which provides for the
renewal of the Option and an extension of 18 months to December 8,2012; and b) amending the
Option whereby the County will participate in proceeds from any sale or transfer of the property prior
to Lessee's exercising the Option.

Our economic consultant has reviewed the consideration being paid for the Renewal of Option and
has found that the County is receiving fair value for the amount of time that it is granting to extend
the date to implement the transaction as previously negotiated.

Implementation of Strategic Plan Goals

The County Strategic Plan directs that we maximize the effectiveness of the County's processes,
structure, and operations to support timely delivery of customer-oriented and efficient public services.
The recommended action will allow the Lessee to continue its effort towards the proactive
redevelopment of the parcel, which will help the County achieve fiscal sustainability (Strategic Plan
Goal No.1, Strategy No.1).

FISCAL IMPACT/FINANCING

Operating Budget Impact

Upon your Board's approval and the Mayor's execution of the Renewal of Option, the Department of
Beaches and Harbors' operating budget will receive a $100,000 payment. The $100,000 payment
was not included in the 2011-12 Adopted Budget; therefore, it will be accounted for as over-realized
revenue.
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