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AIRSPACE LEASE DIRECT NEGOTIATIONS - MORELLI PARK 10-SJX-005-0203-01

RECOMMENDATION:

The California Department of Transportation (Department) recommends that the California
Transportation Commission (Commission) approve a new lease for an existing Airspace tenant.
The City of Stockton (City) is the current leaseholder under a twenty-year airspace lease with an
expiration date of April 5, 2016. The City is requesting a new 25 year lease (SJX-005-0203-01)
that includes the existing parcel and an additional parcel with a new expiration date of July 31,
2032. This is in conjunction with the City’s revitalization plan to redevelop the existing park and
boat launching facilities at the Deep Water Channel that runs through the City. The City has
acquired funds from various agencies to complete this project. The City is also under a deadline
to start construction of its proposed improvements or lose funding for this project.

BACKGROUND:

The subject property is located in the city of Stockton, under Interstate 5. The original lease
encompassed, +171,600 square feet. The new lease area will be + 260,729 square feet. The
subject property is bounded on the north by the southerly line of the Stockton Deep Water
Channel, on the south by the northerly Right of Way line of Weber Avenue, on the northeast by
the southwesterly line of the Mormon Channel, and on the southwest by the southwesterly right
of way line of State highway (see Attachment 1 for the airspace parcel map). The current use of
subject parcel is for a public rest room, boat ramp, parking, and a small park. The new lease will
provide the following improvements:

= Widen the existing boat launch ramp from two lanes to four lanes,

= Vehicular turnaround,

= Reconfigure and expand existing parking area to accommodate 57 trailers and 19
standard spaces (total 76 spaces),

Reconfigure access road, fenced maintenance area,

Rehabilitate existing restroom facility for barrier free access,

Pedestrian sidewalks,

Slope protection and drainage,

New kiosk and entrance gate,
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= Area lighting, and a
= Location for a dry stack boat storage facility to house 150 boats.

Fair market rent was determined by researching the Stockton area and consulting with several
commercial leasing agents as to what the current lease rates were for similar properties that
provided parking/storage and boat launching capabilities. Properties lease in the range of $0.06-
$0.08 cents a square foot to $0.03-$0.04 cents a square foot depending on desirability. Since the
parcel is adversely affected due to the presence of the I-5 bridge, the location, and restrictions
limiting commercial development to that portion of the property outside the drip line of the
freeway structure, it was reasoned that $0.04 cents a square foot was an appropriate rate. The
highest and best use for this parcel, because of the restrictions of airspace, is for parking and
storage.

The original lease, dated April 30, 1997, started at a yearly rental rate of $600.00. The rent is
adjusted yearly using the Consumer Price Index (CPI1). Currently, the yearly rate is $801.00 per
year. The proposed term of the lease is 25 years. Based on the fair market rental rate of $0.04 a
square foot for parking and storage, the new lease will generate an increase in rent to $10,430.00
yearly. Revenue sharing for the dry boat storage facility is not part of the lease agreement. The
City will be the sole proprietor of the facility and the revenue from that facility will help offset
the cost of the increase of the new lease rent. To insure the lease rate continues to reflect market
rate over the term of the lease, CPI adjustments will be applied after the second year of the term
and every one year thereafter. In addition, at the Lessor’s discretion, lease rate reevaluations
may occur during the fourth, sixth, and eighth year.

SUMMARY::

The optimum return for the Department’s parcel would be obtained through a new lease because
of the anticipated higher rate of return due to added acreage and use.

The Department requests permission to grant the City a new lease from date of August 1, 2007,
to an expiration date of July 31, 2032.

Attachments
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