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DECLARATION OF SURPLUS PROPERTY

None

City Policy #901-1 sets forth the guidelines for the disposition of City-owned property
which is unused.

It has been since October of 2002 that the City Council last reviewed and/or declared
City-owned property as surpius with the intent to sell said surplus properties.

As the City begins the migration to Lucity, a Computerized Maintenance Management
System (CMMS), it is important to conduct a thorough inventory of all City-owned
property. This inventory is critical to determining the maintenance needs of the City

and its related costs.

The Finance and Administrative Services (FAS) staff conducted this inventory, which
required the review of muitiple databases to compile a complete and comprehensive
list of all unused City-owned property, this report is available online at http:/san-

clemente.org/sc/standard.aspx?pageid=250. The locations staff are recommending

for a declaration of surplus, and related detail, are for your reference. (Attachment I)

While there are a number of parcels of City-owned property, many for unique reasons,
are not suitable for sale. For instance, some are related to easements for utility access
or others are strips of land that are part of a bluff near the beach. After initial review,
FAS determined the following most appropriate for the declaration of surplus and be
considered for sale:

1. Lot on corner of La Pata/Vista Hermosa (parcel # pending)

2. 1030 Calle Negocio former Fire Station on Negocio (APN #68814235)

3. 754 Avenida Acapulco property declared surplus in 2002, but not sold (APN

#69037203)

Pursuant to the Policy 901-1, if the City wants to lease a City-owned property, there
are guidelines for this process. As the City takes ownership of the property located at
1100 North El Camino Real, former Chamber of Commerce building, and begins the
necessary improvements. Staff is requesting the City Council provide authority to
lease this property once improvements are complete.
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Recommended
Action: STAFF RECOMMENDS THAT the City Council take action as follows:

1. Declare the property as surplus and direct staff on disposition of property;
2. Approve the leasing of the City-owned property at 1100 North El Camino Real in
accordance to the Policy #901-1 Section 5.5.

Attachments: 1. Surplus Property Listing
2. #901-1 Property Management Policies and Procedures for Lease and Sale of

of City-owned Property

Notification: None
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Attachment 1

Surplus Property Listing

APN Address Description

N/A Lot on corner La Pata/Vista Hermosa

68814235 1030 Calle Negocio Former Fire Station on Negocio

69037203 754 Avenida Acapulco Property declared surplus by Council 2002-Lund Project
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Corner Lot

Lot an corner of Avenida La Pata and Avenida Vista Hermosa
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688-142-35

Parcel Mumber: 686-142-35

1030 CLLE HEGOCIO, S
Aps CLELIENTE CA 92673

Ownes 1: CITY OF SAN CLELENTE

100 AYEMNIDA PRESIDIO.
Owner 1 Mailing Address - SAN CLEMENTE. CA 9267
7

Site Address :

Gwner 2
Legal Information: N TR 12766 BLK LOT 18
Zoning -
Lot Size (sf) Assessor: 20,292
Lot Size (sf} Calcutaled : 20.952
YearBuitt: 1988
Bullding Ar2a - 8,376
Motes : 0 Results
Documents : 0 Results
Permit Checks :

Former Fire Station location on Negocio
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690-372-03

Parcel Number - 690-372-03

754 AVENIDA ACAPULCO

Site Address : AN CLEMENTE, CA 9267
2

Owner1: GITY OF SAN CLEUFENTE

400 AVENIDA PRESIDIO.
Owner 1 Mailing Address : SAN CLEHENTE, CA 9267
2

Dwner2:
L2gal Information: M TR 8188 BLKLOT 91
Zonlng :
Lol Size (1) Assessor: 7.038
Lot Size (8f) Calculaled : 7,048
Year Buiil:
Building Area :
Notes : 0 Resulls
Documents : 0 Results
Parmit Checks :

Property located at 754 Avenida Acapulco

Part of David Lund’s surplus list October 2002
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Attachment 2

PorLicy AND PROCEDURE

Subject: Property Management Index: Real Property
] __Policies..and Procedures P Management
for Léase and Sale of Number: 901-1 . =

City-owned Property.

EffectiveDate: July 1, 1994 Prepared By: Economic Development

Supersedes: Not applicable. ApprovedBy: ) /&M

1.0

2.0
3.0
4.0

4.1

4.2

PURPOSE: The purpose of these policies and procedures is to establish guidelines
for the identification and/or timely review of City-owned property which is unused or
marginally used and the designating of such property as surplus to the City’s needs;
to provide guidelines for the disposition of such property through competitive sealed
bid, negotiated sale or exchange; and to establish guidelines for the leasing of City-

oowned property. -
ORGANIZATIONS AFFECTED: All Departments/Divisions.

REFERENCES: Government Code Section 54220 et seq.

POLICY:

In conformance with the Government Code and the General Plan, it is the policy of
the City to manage its real estate assets so that municipal needs which rely on these
assets may be properly implemented. The City Council has the authority to review
all City-owned real estate not required for municipal purposes and willdetermine the
appropriate disposition for such property. Those properties needed for municipal
purposes willbe so designated by the City Council. If a property is not needed for
public use within the foreseeable future, it may be made available for lease or sale.
If a property may be needed at a future time, it may be made available for interim
lease. Those properties not required for municipal use or designated for lease may
be declared surplus by the City Council and sold.

It is the policy of the City to optimize the financial return on sale or lease from City-
owned property based upon specific requirements, including 1) an appraisal of the
property which is no more than six months old at the time the recommended
transaction is presented to the City Council; 2) a review of prevailing economic
conditions and recent applicable trends; and 3) a determination of any special
benefits that may accrue from sale, lease or exchange.
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4.3

4.4
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5.1

5.2

It is the policy of the City that property sale or lease transactions will not be
negotiated in open session and, accordingly, the City Council will either approve,
disapprove or return to the City Manager for further negotiation or study, any
recommendation concerning the disposition of City property.

T

Responsibility and authority for implementation and administration of the City’s
property management policies and procedures shall vest with the City Manager.

Real Estate Review - All unused and marginally used City-owned property will be
reviewed bi-annually to determine public facility or service needs and General Plan
Element support needs. The following procedures shall apply:

5.1.1 Department/Agency Review - Appropriate City departments and other
governmental agencies will be requested to review and recommend.

Planning Commission Review - The City Planning Commission will review for
consistency with the General Plan.

LA
[
N

5.1.3 Other Boards and Commissions' - Appropriate boards and commissions may
" provide recommendations. (

5.1.4 CityManager’sRecommendation - Based upon the comments and recommen-
dations received from the Planning Commission, other boards and commis-
sions, other agencies and City staff, the City Manager will recommend
property disposition designations to the City Council. :

5.1.5 City Council Designation - The City:Council will determine the designation
to be applied to the property, i.e.jdeclare it surplus and authorize sale or
authorize the property to be leased. - '

Designation Criteria - City-owned property not required for municipal purposes will
be designated for sale or lease utilizing the criteria listed below. At the time the City
Manager recommends whether property should be sold or leased, the City Council
shall be provided with an appropriate analysis of the alternatives.

Criteria for Sale:
5.2.1 Needed Revenue Source - The sale of property may provide revenues

necessary for public facilities or other qualified purposes which are unfundable
through other revenue sources.

5.2.2 Location of Property - Based upon location, access, topography and other ~

considerations, the only viable alternative is to sell the property.
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5.3

5.2.3 Liability - Elimination of liability associated with location and/or condition of
property.

5.2.4 Economic Development Initiatives - The sale will enhance the City’s position
relative to its economic development planning and program efforts.

5.2.5 Maximize Financial Return - The sale willmaximize the total economic return

Criteria for Lease:

5.2.6 - Legal Restraints - The property can only be leased because of legal restric-
tions, such as tideland grants, dedications and covenants, agricultural
preserves, open space designations, watershed or floodplains.

5.2.7 Probability of Future City Use - The property may be required in the future
for public facilities, other required municipal services or benefit.

5.2.8 Historic Significance - Certain City-owned property and structures may have
historic significance and, by City Council determination, must remain in

City/public ownership.

5.2.9 AreaFuture Uncertain - The property islocated in an area of uncertain future
development and can be leased on an interim basis until future public needs

and/or land use designations can be determined.

5.2.10 City Control Required - The City requires substantial control over develop-
ment, use and reuse of the property. .

5.2.11 High Demand - High Long-Term Return - The property has an immediate
potential for significant long-term economic returns because of high demand
and type of use, e.g.,commercial uses on water front properties.

Sale of Real Estate - Competitive Bid

5.3.1 Competitive Sealed Bid - Subject to provisions of Government Code Section
54220 et seq., City property authorized for sale by the City Council will be
offered for competitive bid unless the property meets the criteria for
negotiated sale as set forth in 5.4. All sales will be made to the highest
bidder, subject to final confirmation by the City Council. The City Council
reserves the right to reject any and all bids.
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5.3.2

5.3.3

. _prior toP

5.3.4

§.3.3

Exception to Highest Bid - Based upon other relevant factors and/or issues,
the City Council is not bound to make its decision of sale based solely on the
highest price offered. BY example, the recommendation of sale may be
predicated upon a particular development O land use which is considered
more desirable than that of the highest bid.

Minimun Acceptable Bid - The minimum acceptable bid will be established
public-notice after consideration of relevant market factors and other
pertinent information. Subject -to the approval of the City Council, the City
may engage a qualified appraiser t0 prepare an Opinion Letter of Value to
establish a range of reasonable market values and the minimum acceptable

price.

Notice of Sale - Notice concerning the availability of property for sale willbe
publicized at least once in a newspaper of general circulation, printed,
published and circulated in the City and by sending written notice 10 all
persons who have expressed an interest in such property. NOTE: The Notice
of Sale must b€ app ved by the City Attorney before it is released to the
newspaper. Applicable State laws may require specific noticing procedures 0
other public agencies prior t0 general poticing.

Bid and Sale Deposits - Sealed bids must be accompanied by a refundable
deposit of one percent (1%) of the amount. bid io the form of cash, or
cashier’s or certified check. The successful bidder must deliver, immediately
following the declaration of sale, 2 deposit of five percent (5%) of the amount
of the successful bid. The form of deposit will be cash, or cashier’s of
certified check. Failure tO deliver this deposit t0 the City before the close of
the next business day may be considered 2 withdrawal of the bid and the City
may then offer the property to the next highest bidder. The deposit may be
refundable subject to jointly executed €sCIOW instructions and/or purchase

agreement.

5.4 Sale of Real Estate - Negotiated Sale

5.4.1

5.4.2

Adjoining Property Owner - Upon the recommendation of the City Manager,
the City Council can determine that the property being offered for sale can
have real value only t0 2 certain owner or Owners of adjoining property.
such a determination is made, the City Manager (or designee) 1S authori

to enter into direct negotiation with the affected property owner(s).

Public Agency Acquisition Proposals - When other governmental, public and
quasi-public agencies submit acquisition proposals, a sale may be consummat-
ed by negotiation. These agencies will include but not be limited to: the
City’s Redevelopment Agency, Federal, State, County and other municipal
agencies, school districts, special districts and regulated utility companies.
Further, through negotiation, the City is authorized to make transfers and
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5.5

5.4.3

5.4.5

5.4.6

conveyances to other publié and quasi-public agencies at less than fair market
value.

501 C-3 Organizations - When qualified nonprofit organizations offer to
purchase City-owned property, a negotiated sale may be consummated
providing the organization has a development commitment to the project and
has the required financing commitments to ensure project completion.

~No Acceptable Bids Recelved - When a property” has been offered-through-a

competitive bid process and no acceptable bids are received, the City Council
may authorize the City Manager to sell the property on a negotiated basis to
any-applicant. submitting an acceptable offer within six months following the

date of the bid. g

Property Exchanges - Real property exchanges may be consummated by direct
negotiation provided that such exchanges will only be considered with other
governmental/public agencies or when there is a decided advantage to the

City.
Entitlement and Due Diligence Contingencies - Substantial unresolved issues
concerning required planning and building approvals, as well as basic due

" diligence requirements, e.g.,soils/geotech conditions and toxics clearance, may

5.4.7

necessitate a negotiated sales process.

City Council Approval Required - In all instances where negotiated sales are
required, prior approval of the City Council must be obtained and all sales will

be subject to final City Council approval.

Leasing of Real Estate

55.1

55.2

553

Rate of Return - The City shall obtain a fair market rate of return on City-
owned property being considered for lease and negotiate terms and conditions

which will continue to sustain a fair rate of return through rent review,
consumer price index adjustments, reappraisals or the application of
percentage rents to gross income. The rate of return willbe predicated upon.
the highest and best use of the property, or a reasonable return commensurate

with the designated public use required by the City. In no event willthe rate
of return be the sole determining factor in the selection of a lessee.

Rental Terms and Lease Terms - Rental terms may be negotiated on the basis
of fixed rates, percentages of gross income, net leases or combinations thereof,

whichever is commensurate with the market place.

Minimum Rent - Subject to negotiation, percentage leases will provide a
minimum base rent, which shall be adjusted at appropriate intervals, and
within a range of-every five to ten years, to reflect seventy-five percent (75%)
of the average annual rent actually paid during the preceding interval. In no
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5.5.4

5.5.5

5.5.6

event shall the adjusted minimum rent be less than the minimum rent in
existence preceding the adjustment.

Selection of Lessee - Leasehold proposals shall be evalnated essentially in
terms of:

5.5.4.1 Consideration offered in the form of rent.
5542 Financial capability. "~ T .
5.543 Expertise regarding the proposed leasehold development and
demonstrated operating experience.
5544 Nature of proposed development
5.5.4.5 Special public/City benefits to be derived (if any).

Amendments - Amendments of leases, including assignments and subleases,
require City Council authorization. Whenever there is a substantial amend-
ment, the City Manager shall provide an indication of the fair market return
for the leasehold. This can be accomplished by appraisal, a survey of the
market rate of return, a combination of the above, or any other relevan

information. '

Financial Encumbrances - The City will generally not subordipate its fee
interest to encumbrances placed against the leaschold by the lessee. On
recommendation of the City Manager, the City Council may approve
appropriate financial encumbrances of the leaschold interest which provide
that all loan proceeds are used for authorized improvement of the premises.
Loans or refinancing, in the form of encumbrances against the lease for the
purpose -of reducing equity or financing the sale of leasehold interest, will not
be allowed until the property is fully developed; such financing may be
permitted so long as there is also substantial benefit to be gained by the City.

When encumbrances are made against a leasehold for its development, City
staff shall -take appropriate steps to insure that the proceeds go into the
leasehold. It is recognized that the steps will depend upon the circumstances
of the case and limitations on staff resources.
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5.5.7 Improvement - Lease improvements installed by the lessee will be removed
at termination without cost to the City, or will revert to the City, at the City's
option. Subject to required planning and building permit approvals, all
leasehold improvements and alterations require prior approval by the City
Council.

5.5.8 Audits - All percentage leases shall be subject to an accounting review in the

___first year of operation to establish proper reporting procedures and at least

-~ once-every-three—years- thereafter: - More frequent reviews-may be made-if -
appropriate. The City shall reserve the right to review all other leases and
agreements if determined warranted.

5.6 Marketing - Competitive offers for lease or sale shall be solicited from the open
market place. This may be accomplished through a number of marketing techniques,
such as requests for proposals (RFPs), a marketing subscription system, direct
advertising, exposure through the real estate media (such as the multiple listing
service, posting the property and any other appropriate means.

5.7 Real Estaté Broker’s Fee - Subject to City Council approval, the City may pay a real
estate brokerage fee for qualified representation of a selected lessee or purchaser of
City property. When the amount of rental or purchase price offered are criteria for
selecting a lessee or purchaser in competitive situations, the selection will be based
on the highest net rental or net purchase price, taking into account any brokerage

fees involved in the competition.

is\policy\901-1
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