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SUBJECT TERMINATION OF A GROUND LEASE WITH THE ALAMADEN HILLS 
UNITED METHODIST CHURCH 

REASON FOR SUPPLEMENTAL MEMO 

At its January 9, 2007, meeting the City Council voted to approve a lease for a 900-square-foot 
space in a small com~nercial center. This space was identified as an alternative site for the 
Hoffina~flia Monte Neighborhood Center. Additional items associated with this action were 
the tennination of the lease for the original site of the center on the campus of Almaden Hills 
United Methodist Church and the tennination of a Cooperation Agreement between the City 
Council and Redevelopment Agency Board. Based an concerns raised by Church 
representatives, action on these items was defewed until February 13, 2007, so that additional 
discussions with the Church on alternatives to tenninating the lease could take place. This 
supplemental memo provides infomation on those discussions. The recommendation below is 
unchanged from the January 9 defessal actions. 

RECOMMENDATION 

It is recommended that: 

(a) The City Council adopt a resolution tenninating a Ground Lease with the Almaden Hills 
United Methodist Church for the HoffinadVia Monte Neighborhood Center; and, 

(b) The City Council and Redevelopment Agency Board approve the termination of the 
Cooperation Agreement between the City and the Redevelopment Agency for the 
HoffinadVia Monte Neighborhood Center 

OUTCOME 

Termination of the existing Ground Lease for the HoffinadVia Monte Neighborhood Center will 
eliminate the Church property as a site for locating a modular community center. 
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BACKGROUND 

On October 5,2004, the City Council and Redevelopment Agency Board took actions to approve 
a ground lease with Almaden Hills United Methodist Church (AHUMC). The lease secured a 
portion of the property owned by AHUMC at 1200 Blossom Hill Road as the site for the 
Hoffman/Via Monte Neighborhood Center. The Hoffman/Via Monte Neighborhood Action 
Coalition (NAC) identified the Neighborhood Center as its number one priority in the Strong 
Neighborhoods Initiative planning process. 

The initial term of the ground lease was 20 years, with two five-year options. An initial payment 
of $20,000 was made upon execution of the lease and a second payment of $20,000 was made 
upon mutual approval of plans for the Center. At the time the lease was negotiated, the expected 
construction completion date of the Neighborhood Center was spring 2005. Upon completion of 
construction a final payment of $281,353 was to be made to the church for a prepaid rent total of 
$321,353. 

The church site requires the construction of a new building for the Neighborhood Center. 
Changes in design and increasing costs of the proposed new modular Neighborhood Center 
significantly delayed the begiming of construction and, to date, construction has not begun. 
Agency staff received only one bid that was approximately double initial construction estimates. 
The lease allows for either party to terminate the agreement if the Neighborhood Center has not 
been completed by December 3 1,2006. Ultimately, escalating construction costs for the 
proposed modular on the Church property outpaced budget availability. 

ANALYSIS 

As project delays have continued, Agency and SNI staffs have worked with the community to 
identify alternative sites and designs that could be developed in a timelier and cost effective 
manner. At the January 9,2007 Council meeting, staff recommended that the City terminate the 
lease with Almaden HilIs United Methodist Church because: (1) delays in construction of the 
Neighborhood Center are such that construction could not have begun before the December 3 1, 
2006 completion date required in the lease; (2) since there is no reasonable expectation of 
building the proposed modular unit on Almaden Hills United Methodist Church property with 
the current budget, the city should remove the liability for the ground lease property while other 
options are pursued; and, (3) the community, working with staff, has identified a site for the 
Neighborhood Center, which can be used immediately as the search for a permanent site 
continues. There was a total financial commitment of $321,353. If the lease is terminated, the 
Church will retain the $40,000 of the Initial Term Rent that already has been paid. The 
remaining $28 1,353 will not be required to be paid and will be available for alternative projects 
in the Hofhan/Via Monte Strong Neighborhoods Initiative area. In addition, the approximately 
$800,000 remaining in the Agency budget will be used to h n d  other neighborhood priorities. 

The initial intent of the deferral was to allow time for City and Church representatives to discuss 
the elimination of City obligations and liabilities under the Ground Lease and to explore 
potential opportunities for additional programming space. After meeting with the Church 
following the January 9 meeting, both parties have concluded that it is not likely that a modular 
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unit will be built on the Church site due to timing and escalating costs. Therefore, staff is 
recom~neilding that Council tenlliilate the Grourid Lease and the Coullcil and Agency Board 
tenninate the Cooperatioil Agreement. Staff worked closely with Couilcil District 10 on this 
matter. 

POLICY ALTERNATIVES 

Altei-native #1: Construct a rriodular building on ground lease with church 

Pros: Larger facility (2400 square feet) 
Cons: Escalating colistnlctio~l costs limit ability to conlplete project in a tilllely m a n ~ ~ e r  
Reasoil for not recommending: Site not as accessible and niodular collstructioll is less 
financially feasible. 

Alten~ative #2: Do not build a neigliborl~ood center 

Pros: No cost to City 
Cons: Top neighborl~ood priority urif~~lfilled 
Reason for not recoi~~s~~ending: Neighborhood priority for neighborhood center. 

Altei~lative #3: Establish a pel-~~~anent site for a iieighborl~ood center 

Pros: Pel-rnanent facility is in line with Hofhlan/Via Monte Neighborhood Iiilproverileilt Plan 
and neighborl~ood priorities 
Cons: Potential pernlaneiit sites have yet to be identified 
Reasoil for not recommending: Pe~maile~lt site has iiot beell identified. Process is u~lderway 
with NAC to co~ltillue searcllillg for a per~~~aiient  neighborliood center within the HoffillanIVia 
Monte Strong Neighborlioods Initiative area. 

PUBLIC OUTREACH/INTEREST 

This item nieets Criteria 3 noted below for special outreach efforts. In addition to the report 
being posted on the City's web site for public access, Agency and City staffs have met with 
Church officials on a number of occasions. Key nleetings took place with the represelitatives of 
the AHTJMC Comn~unity Center Corninittee in May, July and Septeiilber 2006. Agency staff 
and the project architect met with the AHTJMC Cornlnunity Center Co~l~mittee on July 27, 2006. 
During tlie last week ill November 2006 extensive staff outreach with the HofhlanIVia Monte 
NAC and Residents Associatioll described tlie Neigllborliood Center project alternatives and 
savings achieved by not leasing the Chmch property and coilstructi~ig the modular unit. In 
addition, a letter signed by the City's Deputy City Manager, the Agency's Executive Director, 
and Councilmember Pyle was distributed to the NAC to explain the City's illtelltioil to lease the 
space on Blossoni Hill Road for the Neighborhood Center. Additional illeetiilgs were held with 
Church representatives on Januaiy 23,2007 and Januaiy 24,2007. 

0 Criteria 1: Requires Couilcil action on the use of public funds equal to $1 lllillioil or 
greater. (Required: Website Posting) 
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0 Criteria 2: Adoption of a new or revised policy that may have implications for public 
health, safety, quality of life, or financial/economic vitality of the City. (Required: E-mail 
and Website Posting) 

4 Criteria 3: Consideration of proposed changes to service delivery, programs, or staffing 
that may have impacts to community services and have been identified by staff, the Board 
or Council, or a community group that requires special outreach. (Required: E-mail, 
Website Posting, Community Meetings, Notice in appropriate newspapers) 

COORDINATION 

This item has been coordinated with the Department of Planning, Building and Code 
Enforcement, the City Manager's SNI Office, and the Department of Public Works. The Office 
of the City Attorney has reviewed the agreement and approved it as to form. 

FISCALIPOLICY ALIGNMENT 

The termination of this lease is consistent with the Council-approved Budget Strategy for 
Guiding Principals for Budget and Financial Management in that it respects neighborhood and 
community priorities while preserving our options for the future. 

COST IMPLICATIONS 

The termination of the lease will result in a savings of $28 1,353 that will be available for 
alternative projects in the HoffrnadVia Monte Strong Neighborhoods Initiative area. 

CEQA 

Exempt, File No. PP06-2 18. 

LES WITH 
City Manager Executive Director 


