
RESOLUTION NO. 2015-26 

 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF MARINA PROVIDING 

DIRECTION TO THE CITY MANAGER REGARDING LOAN OPTIONS AND 

ALTERNATIVES RELATIVE TO THE PLANNED FINANCING AND PURCHASING OF 

PRESTON PARK. 

 

WHEREAS, the City of Marina has been engaged in litigation with the Fort Ord Reuse Authority 

(FORA) regarding the ownership of Preston Park.  The City and FORA have reached agreement 

on the terms of a settlement and expect to enter into a Settlement Agreement and Purchase and 

Sale Agreement whereby the City would purchase Preston Park from FORA, and; 

 

WHEREAS, the proposed settlement will include the City of Marina buying out FORA’s one-

half interest in Preston Park.  In order to meet loan closing deadlines associated with buying out 

FORA’s interest, the City Council needs to provide direction regarding loan financing options.  

The City’s buyout of FORA’s one-half interest in Preston park is proposed to be $35 million 

dollars, and; 

 

WHEREAS, to purchase FORA’s one-half interest in Preston Park will first require establishing 

a new Preston Park Non-Profit Corporation, and then the Preston Park Non-Profit Corporation 

will need to secure a $35 million dollar loan to purchase FORA’s interest in the property, and; 

 

WHEREAS, financing options and alternatives that we are considering would allow the annual 

payments for the $35 million dollar loan to be made from new rent monies which the City will 

receive from FORA’s interest in the property.  These new annual rent revenues are estimated to 

be $1,743,933, and; 

 

WHEREAS, the attached exhibit prepared by Keyser Marston shows three loan options we are 

requesting the City Council consider:  

 

Option 1 - 10 year fixed rate loan 

Option 2 - 30 year fixed rate loan 

Option 3 - 10 year interest only loan. 

 

NOW, THEREFORE IT BE RESOLVED that the City Council of the City of Marina as follows: 

1. Keep our two major preferences, the two ten year interest only and the fixed rate (options 

1 and option 3) on the table for further evaluation and eliminate the thirty year (option 2). 

 

PASSED AND ADOPTED by the City Council of the City of Marina at a regular meeting duly 

held on the 3
rd

 day of March 2015 by the following vote: 

 

AYES, COUNCIL MEMBERS: Amadeo, Brown, Morton, O’Connell, Delgado 

NOES, COUNCIL MEMBERS: None 

ABSTAIN, COUNCIL MEMBERS: None 

ABSENT, COUNCIL MEMBERS: None 

      

Frank O’Connell, Mayor Pro-Tem 

ATTEST: 

 

      

Anita Sharp, Deputy City Clerk  



EXHIBIT A







February 24, 2015  Item No. 11c 

 

Honorable Mayor and Members   City Council Meeting  

of the Marina City Council of March 3, 2015 

 

 

CITY COUNCIL CONSIDER ADOPTING RESOLUTION NO. 2015-, 

PROVIDING DIRECTION TO THE CITY MANAGER REGARDING 

LOAN OPTIONS AND ALTERNATIVES RELATIVE TO THE PLANNED 

FINANCING AND PURCHASING OF PRESTON PARK. 

 

 

REQUEST: City Council consider:  

1. Consider adopting Resolution No. 2015-, providing direction to the City Manager 

regarding loan options and alternatives relative to the planned financing and 

purchasing of Preston Park. 

 

BACKGROUND: 

The City of Marina has been engaged in litigation with the Fort Ord Reuse Authority (FORA) 

regarding the ownership of Preston Park.  The City and FORA have reached agreement on the 

terms of a settlement and expect to enter into a Settlement Agreement and Purchase and Sale 

Agreement whereby the City would purchase Preston Park from FORA.   

 

The proposed settlement will include the City of Marina buying out FORA’s one-half interest in 

Preston Park.  In order to meet loan closing deadlines associated with buying out FORA’s 

interest, the City Council needs to provide direction regarding loan financing options.  The City’s 

buyout of FORA’s one-half interest in Preston park is proposed to be $35 million dollars. 

 

ANALYSIS: 

To purchase FORA’s one-half interest in Preston Park will first require establishing a new 

Preston Park Non-Profit Corporation, and then the Preston Park Non-Profit Corporation will 

need to secure a $35 million dollar loan to purchase FORA’s interest in the property.   

 

Financing options and alternatives that we are considering would allow the annual payments for 

the $35 million dollar loan to be made from new rent monies which the City will receive from 

FORA’s interest in the property.  These new annual rent revenues are estimated to be 

$1,743,933. 

 

The attached (“EXHIBIT A”) prepared by Keyser Marston shows three loan options we are 

requesting the City Council consider:  

 

Option 1 - 10 year fixed rate loan 

Option 2 - 30 year fixed rate loan 

Option 3 - 10 year interest only loan. 

 

As shown in the chart, given the current projected interest rates, option 1 will have a net negative 

impact on the City of Marina’s cash flow of -$170,399 annually.  Option 2 will have a net 

negative impact on Marina’s cash flow of -$436,000 annually.  Option 3 will have a net positive 

impact of $457,000 annually on Marina’s cash flow. 

 



The FORA Board will be considering a 2.54% rent increase for Preston Park rentals at the March 

13 FORA Board meeting.  If this rent increase is passed, it is estimated that it will generate an 

additional annual cash flow of $135,000. 

 

Option 1- 10 year fixed rate loan  

This loan will require that the City either sell the property in ten years, or refinance the loan.  

The attached amortization schedule for this loan shows the remaining loan amount at the end of 

ten years will be approximately $27 million.  This should make it easier to refinance this loan, 

especially if interest rates have increased, from revenue generated from Preston Park beyond the 

$1.7 million of annual cash flow that the City currently receives. 

 

This option has a net negative cash flow of -$170,000.  However, if the FORA Board adopts the 

anticipated 2.54% rent increase, this negative cash flow drops to approximately -$100,000.  The 

remaining negative cash flow could be made up with a reduction in the amount contributed 

annually to the capital improvement projects fund.  Currently approximately $2,000 is 

contributed annually per unit to the capital improvement fund.  If this were reduced to 

approximately $1,700 annually, the remaining negative cash flow would be covered given 

current assumptions.   

 

Option 2 - 30 year fixed rate loan  

This option will most likely require a subsidy from Marina’s existing cash flow and is not 

recommended. 

 

Option 3 - 10 year interest only  

This option will generate a positive cash flow that can either be set aside in a reserve fund to pay 

down the principle at the end of the 10 year loan, or can be used to fund unfunded capital 

projects for Preston Park, subsidize future Preston Park rent increases, or provide additional 

revenue to the General Fund.  At the end of the 10 year loan, if interest rates have increased and 

money has not been set aside to pay down the principle loan, there is a possibility that the City 

would either have to divert a portion of the cash flow that it currently receives from the property 

to fund the debt service on a new $35 million loan, or the City would need to sell the property.  

Relative to municipal financing, best practices as recommended by Government Finance Officer 

Association (GFOA) and California State Municipal Finance Officers (CSMFO) would caution 

against interest only debt products, unless there are extraordinary circumstances to justify.   

 

Staff requests guidance regarding these loans options or other financing alternatives council may 

suggest. 

 

 

REVIEWED/CONCUR: 

 

 

 

____________________________ 

Layne P. Long 

City Manager 

City of Marina 

 

 

 

 

 




