MEMORANDUM
March 24, 2015
RE: Proposed Fee to Amend Bridgepointe Master Plan
_____________________________________________________________________________
BACKGROUND
Affiliates of SPI Holdings (“SPI”) own the Bridgepointe Shopping Center (“Shopping Center”)
in the City of San Mateo. The existing building on Lot 5 of the Shopping Center is vacant, and
was previously utilized as an ice rink which had a surface area of 16,888 square feet. The
Shopping Center, including Lot 5, is subject to the Bridgepointe Master Plan (“BMP”), which
SPI proposes to amend in consideration of the fee below.
Land uses on Lot 5 are governed by the BMP, which was originally approved pursuant to
General Plan and Mariner's Island Specific Plan policies mandating a master plan for
redevelopment of the former failed Fashion Island Shopping Center. The BMP was adopted by
the City Council on September 16, 1996. The original BMP provided for an ice rink on Lot 5, as
well as additional retail uses.
On March 2, 1998, the City Council amended the BMP (see Exhibit 1) to revise the description
of uses permitted in the ice rink space to read "ice rink or similar recreational uses" and to add a
condition requiring review and approval by the Planning Commission of any proposed
alternative recreational use.
BRIDGEPOINT REQUIREMENT
The BMP requires that uses on Lot 5 include an ice rink or other [active] recreational uses.
According to the Findings For Staff Recommendation attached to the Administrative Report
amending the BMP, any alternative recreational facility proposed on the site of the former ice
rink shall be of similar size, shall serve a variety of ages and both sexes and shall be designed for
active sports recreation, subject to review and approval by the Planning Commission.
WHAT IS NOT REQUIRED
There is no requirement that the Shopping Center owner operate an ice rink or lease to an ice
rink operator. In fact, consistent with most land use regulations, there is no on-going “operating
covenant” to operate any recreational amenity at the Shopping Center. This point was confirmed
in a letter from the Assistant City Attorney dated April 18, 2012 (attached as Exhibit 2), and is
similar to other land use designations. For instance, when a store closes at a property that is
zoned retail, as Circuit City did when it went bankrupt, there is no violation of city code or
conditions of approval. It is a critically important point that the BMP use is a land use
designation and does not require the owner or a tenant to operate the recreational facilities. With
Planning Commission approval of the alternative use, the owner could lease the space to a tenant

to operate an alternative recreational use, as described above. However, SPI seeks an
amendment of the use designation in the BMP to change the allowed use to retail.

VALUATION
Assuming that the city benefits by having space designated for recreational use available in the
shopping center, the issue of value should focus on the cost, if any, to the city, of losing those
facilities, notwithstanding the private nature of the recreational facility. Ownership, as it has in
the past, benefits from leasing space to recreational use operators, of which the most recent was
an ice rink. The market rate for recreational space is approximately $24/sf. Ownership could
conceivably lease to several tenants providing uses such as yoga, martial arts, spin classes, ballet
or ballroom dancing, tai chi, gymnastics, etc, which would serve a variety of ages and both sexes
as required by the BMP. The opportunity cost to ownership for having the recreational use
designation on Lot 5 is the difference between the market rate for retail space which is $30/sf
and the market rate for recreational space. This is equivalent to the benefit the city receives as in
the absence of requirement for recreational uses on Lot 5, such operators would need to pay
market rate for retail space. Based on the area previously used for recreation, 16,888 square feet,
the annual cost/benefit is ($30/sf - $24/sf) * 16,888= $101,328 annually.
In order to convert a payment stream, such as the $101,328 presented above, to “present value,”
appraisers generally utilize capitalization rates (“Cap Rates”), which as the name implies,
capitalize payment streams, which is to say they calculate the equivalent present value of a
payment stream into a single lump sum. A recent survey (Exhibit 3 attached) by a prominent
national commercial real estate brokerage firm, CBRE, indicated that Cap Rates for Class A
Power Centers, similar to the subject, range from 5.50% to 6.00% for the San Francisco region.
Utilizing the mid-point of this range, 5.75%, the value of a $101,328 income stream is
$1,762,226. Therefore, a payment of $1,762,226 would serve to make the City whole for the
loss of the recreational facility. However, in the interest of assisting the community in enhancing
its recreational offerings, SPI proposes to pay to the City of San Mateo $3,000.000 to eliminate
the recreational use requirement on Lot 5, and acknowledges that the city may use such fee for
community recreational needs determined in its absolute sole discretion. SPI is offering to pay
a premium to move the recreational use requirement off site as it believes it is not in the best
interest of the City of San Mateo or the landlord to utilize the City’s most productive retail space,
as measured by the total sales tax dollars generated, for a recreational use that can be located in a
non-retail environment. The increased value to the City of this enhanced tax base is not the
subject of the proposed valuation exercise. Instead, the valuation will focus on the value of the
loss of the recreational facility in isolation without reference to the countervailing increases in
revenue the City will receive as a consequence of the proposed amendment of the BMP.
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