TREASURE ISLAND MARINA
FEASIBILITY REPORT

Proposed Site Plan

Existing Facility

Treasure Island Enterprises, LLC
$4,200,000 Private Recreational Marina Loan

SUMMARY
The Boating and Waterways Commission is being asked to provide Advice and Comment on
the Treasure Island Enterprises, LLC (TIE) request for a $4,200,000, Private Marina Loan from
the Harbors and Watercraft Revolving Fund (HWRF) for construction of Phase 1 which would
add 109 slips, Docks “A” and “B”, to the existing marina at Clipper Cove on Treasure Island. If
approved, DBW loan funding would reimburse TIE for construction costs of the slips and related
revenue-generating facilities only. This is the third iteration this project has been brought before
the Commission. This report outlines TIE’s revised plan for developing and repaying this
potential Phase 1 loan.
The total cost for development of Phase 1 is now approximately $18.1 million. This estimate
includes costs for engineering and permitting; construction dredging; construction of 109 slips
(noted above), utilities, gangway, security gates and access system; installation of wi-fi;
entitlements, and other related features, such as trash and other amenities.
The currently proposed marina development at Clipper Cove would be constructed in three
phases and would have 313 slips instead of the 336 slips proposed in November. The existing
106 wooden slips would be removed during Phase 3.
Background: In FY2015/16, TIE requested that the State include a budget item of a
$4,200,000 loan for construction of the first phase of a 400-slip marina. This request was
included in the State’s budget in FY15/16, and although this funding authorization expired, the
same amount was included in the FY16/17 budget. TIE brought its budget request to the
Boating and Waterways Commission in May 2016 and November 2016, at which times DBW
expressed concerns and asked TIE for more information.
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In November 2016, TIE proposed construction of a 336-slip marina that addressed some of the
DBW concerns, and today, TIE is proposing a further-reduced project, totaling 313 slips, which
is estimated to cost $31 million.
Status Update: At the November 2016 Commission presentation, various financial, lease,
public support, and permitting issues remained outstanding. DBW requested that all outstanding
documentation be provided to DBW by March 1, 2017. Supporting documentation for TIE’s
updated project proposal was received by DBW on March 1. Additional items were supplied,
with staff’s permission on March 8, 2017, and both are the basis for this updated review except
where noted.
Due to DBW’s obligation to safeguard public funds and the difficulties involved with recovering
those funds in the event of a default from a business without easily liquid collateral, staff
recommended at the November, 2016 Commission meeting that if the Commission advised
DBW to move forward with this loan, TIE must meet certain conditions to DBW’s satisfaction no
later than March 1, 2017. The status of each of these conditions is as follows:
1. “Final lease agreement with Treasure Island Development Authority (TIDA) shall be
provided and shall include a provision that in the event TIE defaults on its loan with
DBW, that DBW shall have no obligation to make any lease payments to TIDA.”
Status: DBW received proposed new language for the lease from TIE. However, the new
language does not fully address default conditions as it relates to offered collateral,
specifically the lease-lease back instrument. At the time of this report, DBW is still
working with TIE on this requirement. Harbors and Navigation Code (HNC) Section
76.6(b) directs DBW to require collateral in a minimum amount of 110% of the loan as a
condition of any private loan.
2. “Provides documentation confirming that the entirety of Phase 1 is fully funded.”
Status: On March 8, DBW received a letter from TIE’s managing partner stating up to
$13.8 million of his and his partners’ private equity would be provided to cover Phase 1
costs not covered by the DBW loan. Because the letter references partners who are not
personally verifying their commitment to the project, and because the division of
commitment between partners is not made clear in the letter, DBW does not consider full
funding of Phase 1 to be confirmed. California Code of Regulations (CCR) Title 14,
Section 5172(a)(9) requires that the funding plan, including sources of additional
construction funds, be identified.
3. “Marina design shall to be adaptable to National Oceanic and Atmospheric
Administration’s (NOAA’s) 50-year sea level rise projections.”
Status: TIE has stated its understanding of this condition and intent to comply. Ongoing
compliance will be monitored by DBW.
4. “Prior to issuance of loan funding, TIE shall complete a study to determine estimated
accumulation of siltation of the new proposed marina design, the estimated dredge
expense, and the estimated rate of occurrence required to maintain a viable marina.
This study would determine how much money shall be annually budgeted for this
expense and placed into a Maintenance Dredging Reserve Escrow account for ongoing
maintenance dredging.”
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a) Annual reserve payments of the amount determined by the study shall be
deposited into the Maintenance Dredging Reserve Account. Payments shall
begin the third year after the construction dredging is complete (currently 2022).
b) Two years of annual payments shall be placed into the Maintenance Dredging
Reserve Escrow account prior to issuance of any loan funds. The Maintenance
Dredging Reserve Escrow account shall be available for loan payments in the
event of default.”
Status: On March 1, DBW received a consultant’s report that addressed short-term
construction dredging needs. However, the consultant’s study did not discuss future
dredging needs. TIE, in its submittals to DBW, also stated it “is unable to provide DBW
with a cost estimate or rate of occurrence for future dredging given the fact that it is
impossible to know how slow or fast siltation may occur at Clipper Cove and other
intangibles that will only be proven over time.”
TIE proposes to fund a reserve dredging account in the amount of $25,000 annually, up
to a maximum of $225,000. TIE has not provided DBW a basis for estimating the cost of
dredging to be $25,000 per year, but the draft TIDA/TIE lease agreement requires TIE to
make a minimum annual contribution of $25,000 to a dredging reserve fund. Staff is
concerned TIE’s $25,000 estimate may be inadequate given that TIE’s initial estimate for
maintenance dredging was $374,000 annually, and San Francisco Marina West Harbor,
for example, is currently spending $500,000 annually for maintenance dredging.
5. “$640,000 shall be placed in an additional and separate Payment Reserve Escrow
Account which must remain funded until TIE demonstrates that the marina can maintain
a minimum Debt Service Coverage Ratio (DSCR) of 1.25 through the remaining term of
the loan.”
Status: Based on uncertainties discussed in this report, DBW believes there is still a
compelling need for this reserve account to exist until a 1.25 DSCR can be maintained.
TIE’s strategy for generating the revenues needed to support the 1.25 DSCR involves
renting up to 20 slips for liveaboards and charging a flat fee starting at $3,250 monthly,
which, if successful, could provide an increase in revenue from those slips that would
strengthen the DSCR. This is an unusual approach, and if it is not as successful as TIE
anticipates, the project may not meet this threshold for the first nine years of the loan
repayment period. As reminders, this 1.25 DSCR threshold was set by the Commission
for public loans in May 2009. Requiring two years of loan payments be held in a reserve
account when this threshold isn’t expected to be met is a method of gaining additional
security when excess risk is involved. This method has been used multiple times for
DBW loans, most recently with San Francisco Marina West.
The Department of Parks and Recreation, Division of Boating and Waterways (DBW) seeks
Commission Advice and Comment to this proposed $4,200,000 loan (HWRF) to Treasure Island
Enterprises, LLC for the improvements described in this April 5, 2017 Feasibility Report, and
recommends that if the Commission advises the Department to proceed with the requested
loan, conditions be written into the loan agreement. Staff’s recommendations for these
conditions are as follows:
1. No loan funds shall be available until DBW receives the final lease agreement between
TIDA and TIE that incorporates the collateral requirements (specifically the lease-lease
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back) of this loan and includes a provision that in the event TIE defaults on its loan with
DBW, DBW shall have no obligation to make any lease payments to TIDA.
2. As customary with DBW loans, loan funding will be provided on a reimbursement basis
only.
3. No loan funds shall be available for construction until engineers from the Department of
Parks and Recreation, Division of Acquisition and Development confirm that the project
design is compatible with 50-year sea level rise projections.
4. No loan funds shall be available for construction until TIE funds a $300,000 Maintenance
Dredging Reserve Escrow Account.
5. No loan funds shall be available until $640,000 is placed in an additional and separate
Payment Reserve Escrow Account which must remain funded until TIE demonstrates
that the marina can maintain a minimum Debt Service Coverage Ratio of 1.25
throughout the remaining term of the loan.
6. TIE must agree to fund a maintenance reserve account at the customary level of 2% of
the marina’s gross annual revenues.
7. No loan funds shall be made available until TIE obtains DBW’s prior written approval of
the agreement between TIE’s equity partners that confirms how they will fund Phase 1
construction. This is in compliance with CCR Title 14, Section 5172(a)(9) which requires
that the funding plan, including sources of additional construction funds, be identified.
This will also ensure that funding used is not borrowed and subject to debt burden.

LOAN APPLICANT AND PREVIOUS COMMISSION ACTION
Loan Applicant
The loan applicant for this project is Treasure Island Enterprises, LLC.
Commission Site Visit
On May 10, 2016 the Commission visited the site as part of the Boating and Waterways
Commission Meeting tour.
Previous Commission Action
During the May 11, 2016 Commission meeting, the Commission vote did not advise approval or
rejection for $4.2 million in FY2015/16 state funding for Phase 1 of this project. The FY2015/16
state funding was not encumbered and has reverted.
On November 9, 2016, the Commission heard a project status update, and opted to calendar
this project for action at a future meeting.

GENERAL LOCATION AND AREA
Location
The Marina is located in Clipper Cove, on Treasure Island, in San Francisco. From Sacramento
head west on Interstate 80 for 82 miles, exit at Treasure Island Road and follow the signage to
Treasure Island Marina.
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Area and History
The construction of Treasure Island began in February 1936 and was completed in January
1939. To build the 403 acre island, 29 million cubic yards of sand and gravel were transported
to or dredged from the Bay and the Sacramento River Delta. Approximately 259 thousand tons
of rock was used to create a rock wall to contain the Island.
In February, 1941, as American involvement in World War II was becoming more certain, the
island was leased from the City of San Francisco by the United States Government. On April
1st, 1941, it became a military base known as Naval Station Treasure Island which also
included portions of Yerba Buena Island. It became the headquarters of the 12th Naval District.
The islands served as the "Gateway to the Pacific" in the battle of the Pacific.
In 1996 Treasure Island was decommissioned and opened to public control, under stipulations.
Treasure Island is now part of District 6 of the City and County of San Francisco.
Clipper Cove was retained by the Navy for remediation efforts arising from former Navy skeet
shooting activity. The Navy has completed that work and has transferred title of the property to
the Treasure Island Development Authority (TIDA).
The draft lease agreement indicates TIDA intends to lease the marina property to TIE for 66
years. However, this lease agreement has not yet been executed.

Figure 1, Source: Google Earth

Existing Conditions
Treasure Island Marina currently has three floating wood docks with 106 slips. Slip sizes range
from 15 to 55 feet in length. The existing docks would remain in use until the final phase of
marina construction (approximately 2022).
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PROJECT DESCRIPTION
The requested funding for Phase 1 would construct Docks A and B, the rightmost docks in
Figure 2 below. This addition would add 109 new slips of the sizes outlined in Table 1 to the
existing 106 slip marina for a total of 215 slips when Phase 1 is complete.
The existing wooden docks would remain in place until Phase 3, which is planned for
construction in approximately 2022, at which time they would be removed and replaced with
new, reconfigured concrete docks as shown in Figure 2.

Project Scope
Concrete Docks and Wave Attenuator
New concrete Docks A and B would be constructed in a configuration identified in Figure 2
below. A wave attenuator would be built into the east side of Dock A and would extend 185 feet
past the end of Dock A, angled inward toward the other marina docks.
Utilities
All new utilities would be installed, including electric, communications (telephone, wireless
internet, and cable), potable water, and fire suppression systems.
Piles
New concrete piles would be installed and would be engineered to account for anticipated sea
level rise.
Dredging
TIE anticipates dredging a navigation channel and part of the basin during Phase 1 in 2018 and
2019. The estimated expense for this dredging is $6 million.
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Figure 2, Site Plan, Source: TIE submission package dated 3/7/17

Sea Level Rise Consideration
According to projections by the National Oceanic and Atmospheric Administration (NOAA), large
portions of Treasure Island may be permanently submerged within the next 50 years. Therefore
the Marina must be designed to be adaptable to the 50 year expected rise in sea level. This is a
recommended condition of this loan.
Cost Estimate
Per TIE’s revised cost estimate, project engineering, entitlements, Phase 1 construction, and
related activities are expected to cost approximately $18.1 million. If approved, $4,200,000
would be funded by this requested DBW loan, and the remaining balance would be funded,
according to TIE, by the private equity capital of TIE’s general manager and his partners.
Project components and DBW’s proposal for dividing responsibility for paying the costs of each
component are identified in Table 2 below. DBW proposes to only allow loan funds to be used to
reimburse a portion of expenses of constructing Phase 1 slips and related revenue-generating
facilities only.
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Project Status
Project work has not begun. A long term lease of the project area from TIDA to TIE is set for
hearing in April 2017. TIE expects permits to be acquired during the remainder of 2017.
Timeline
TIE anticipates construction of Phase 1 to occur in 2018. Construction of Phases 2 and 3 are
planned for completion in 2020 and 2022 respectively.
Engineering Feasibility
Upon preliminary review, the project appears feasible from an engineering perspective.
Access
To satisfy a condition of all DBW loans, the Treasure Island Marina shall make facilities
available to all on equal and reasonable terms according to that which is consistent with general
commercial business practices, per HNC section 76.3(b), including future restroom and shower
facilities serving the marina.
Environmental Impact and Permits
DBW has received a copy of the certification of an Environmental Impact Report for the transfer
and reuse of Naval Station Treasure Island and expansion of the Marina from 2005. According
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to TIE, permits from Bay Conservation and Development Commission, Regional Water Quality
Control Board, and the US Army Corps are necessary but have not yet been acquired. If this
loan is approved, loan provisions require submission of permits to DBW.
Public Opposition
Since the May 11, 2016 Commission meeting where the public and Commission members
expressed concern regarding balancing uses of Clipper Cove. TIE and the Treasure Island
Sailing Center (TISC) have continued negotiations of a marina design to meet the needs of both
organizations. As of October 25, 2016, a final design was fully agreed on by TIE and TISC.
Recent additional changes to the final design appear to DBW staff to be favorable for TISC.

ECONOMIC ANALYSIS
Three typical factors used by DBW to determine economic feasibility of a proposed loan are the
following: One, the borrower demonstrates that adequate capital is available to finance the
project to completion. Two, the borrower demonstrates that revenues will be sufficient to
operate and maintain the project area, including the repayment of any debt. Three, the borrower
proposes adequate collateral for the loan.
Capital
As identified above, TIE estimates the cost of marina design, entitlements, construction of
Phase 1, and related activities to be approximately $18.1 million. To date, only the $4.2 million
DBW loan has been specifically identified by TIE for Phase 1. TIE’s managing partner has
stated his and his partners’ private equity capital would be used to fully fund Phase 1 of the TIE
marina project up to the anticipated total capital amount needed to pay for costs beyond those
covered by the loan.
When construction is not fully funded by the DBW loan, CCR Title 14, Section 5172(a)(9)
requires that the funding plan, including sources of additional construction funds, be identified.,
In addition, CCR Title 14 Section 5175 (g) prohibits the subordination of DBW’s loan to any
future loan.
Because the letter from the managing partner references partners who have not personally
verified their commitment to the project, and because the division of commitment between
partners is was not made clear in the letter, DBW does not consider full funding of Phase 1 to
be confirmed. Additionally, staff recommends that DBW review the terms of partner’s equity
agreement to confirm that funding used is not borrowed and subject to debt burden.
For example, in a past partner equity agreement, unrelated to subject of this report, DBW
discovered that the initial investment and what was termed “partner equity” was, in reality, a
loan from the equity partners that was expected to be repaid through marina operations at an
interest rate of 12%. This kind of funding condition is a type of “subordination” which is
prohibited. This is why staff recommends that no loan funds shall be made available until TIE
obtains DBW’s prior written approval of the agreement between TIE’s equity partners that
confirms how they will fund Phase 1 construction.
Slip Fee Revenue
Per TIE’s revised proposal, expected slip fees for the proposed marina, in 2019 dollars, are
somewhat commensurate to surrounding marinas except for 80 foot slips; see Table 3. In
addition, according to the most recent documentation submitted, TIE estimates that slip fees
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would increase by 2% annually. Based on the fees shown in Table 3, a 45 foot boat berthed at
Treasure Island Marina would pay a monthly slip fee of $755.10 in 2019.

Liveaboard Revenue
TIE expects to start allowing liveaboard boaters in 2019. TIE anticipates having 20 liveaboard
slips at the conclusion of Phase 1, eventually increasing to 30 once all phases are complete.
TIE’s marina management company will charge TIE a “live aboard surcharge” fee for managing
the liveaboard program. According to TIE, this expense will not vary based on liveaboard
occupancy or TIE’s liveaboard revenue.
TIE intends to charge a fee of $3,250 per month for liveaboards at the marina in 2018, with this
fee increasing to $3,315 per month in 2019 and 2% per year thereafter. TIE has informed DBW
the liveaboard fee will represent the entire berth fee for liveaboards; it will not be an additional
charge on top of the normal slip fee.
According to DBW staff research, other Bay area marinas that allow liveaboards charge a
monthly liveaboard fee in additional to the regular slip fee. Table 4 below lists a sampling of
current liveaboard fees in the Bay area.
Table 4: Current and Proposed Liveaboard Fees
Slip Rental Fee
for 45' Boat
$492.75

Marina
Berkeley Marina

Location
Berkeley

Pier 39 Marina
Marina Bay Yacht Harbor

San Francisco
Richmond

$545.00
$559.98

Brickyard Cove Marina
Westpoint Harbor
Marina Village Yacht Harbor
Treasure Island Marina (TIE
proposed fee for liveaboard
berths, 2019)

Richmond
Redwood City
Alameda

$575.75
$500.00
$652.00

San Francisco

no slip fee for
liveabords

Total Monthly Fee for
Monthly Liveaboard Fee Two People on 45' Boat
$200.00
$692.75
$200 as of 2014 (not
currently taking apps)
$745.00
$200.00
$759.98
$175.00 first person,
$100.00 additional
$850.75
$375.00
$875.00
$350.00
$1,002.00
$3,315.00 flat fee

$3,315.00

Source: DBW research and TIE slip revenue forecast dated 3/6/17
Note: All fees besides Treasure Island Marina's were advertised online as of 3/29/17 unless noted.

TIE is proposing a liveaboard fee that is more akin to the rental of an apartment. According to
TIE, its projected liveaboard fee “is based on TIE’s expectation that future liveaboards will view
the new marina as a unique, and premium live aboard program that is unmatched in the Bay
Area given its proximity to the master development activities of TIDA and its master developer
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program at Treasure Island. There is no comparable for that offering anywhere in the Bay Area.”
TIE has informed DBW it expects the first phase of master development activities to be
completed in 2019. However, until that development occurs, DBW is uncertain whether TIE can
command liveaboard rates at the level proposed.
Although TIE’s ordinary slip rental fees, as illustrated in Table 3, appear reasonable compared
to nearby marinas, the subset of slips that will carry the higher liveaboard fees are significantly
above market. Harbors and Navigation Code Sections 76.7 (c) and (d) forbids private loan
recipients from charging unreasonably high boat berthing fees, and requires DBW to monitor the
berthing fees of private marina owners receiving loans to ensure rates are reasonable and not
exorbitant. Staff is concerned the proposed fee may be exorbitant. Staff is also concerned that if
TIE cannot collect this fee, the project will not generate sufficient revenues to repay the
proposed loan (as discussed below).
Occupancy
TIE expects occupancy rates of existing slips to remain at current levels, and occupancy rates
of new slips after construction to begin at 50% and increase to 90% by 2026. Berkeley Marina,
which has a combination of recently renovated and older slips, is currently experiencing
occupancy rates of approximately 80%. San Francisco Marina West Harbor, which was
recently renovated, has occupancy rates of 92%. DBW has used TIE’s assumptions, including
its projections of increasing occupancy rates, in the revenue projections in Tables 5 and 6.
Revenue
A project’s financial feasibility partly depends on whether there would be sufficient revenue to
pay for project expenses on an annual basis, including the repayment of the proposed DBW
loan. Slip fees, liveaboard fees, and occupancy rates are all significant drivers for TIE’s revenue
estimates.
The pro formas submitted by TIE include revenue and expense forecasts based on completion
of the entire 313-slip project. However, since funding for future phases is not guaranteed,
DBW’s financial analysis must consider only the incremental funding currently being requested.
Tables 5 and 6 include footnotes that list assumptions DBW has made to assess whether the
proposed Phase 1 loan will provide sufficient revenue for operations and loan repayment in the
event that no planned construction work after Phase 1 is completed.
Due to TIE’s liveaboard fee proposal, and the difficulties in predicting how a private entity will
react if it does not realize the profits it hopes to generate from an investment, it is difficult to
determine whether TIE’s business model is sustainable. Therefore, staff has included two
financial analyses with this report; one with the liveaboard program fully realized and one with
no liveaboard element:
•

Table 5 adopts most of TIE’s revenue assumptions, including those associated with its
liveaboard program and the increase of liveaboard revenue by 2% each year after 2019,
the year in which Phase 1 is scheduled for completion.
Table 5 assumes TIE can command the fees it expects for its liveaboard program.
However, if the liveaboard fee needs to be reduced to the point it becomes competitive
with other nearby marinas, the expense of the liveaboard program will exceed the
revenues TIE would collect at even 100% occupancy. In that case, DBW’s financial
analysis assumes TIE never initiates the program and avoids its related expense, as
shown in Table 6.
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•

Table 6 makes all the same assumptions as Table 5, except it entirely removes the
liveaboard program’s revenues (and expenses) from the analysis.

Expenses
Tables 5 and 6 identify anticipated expenses based on TIE’s most recent pro forma, except the
annual maintenance dredging expense and the maintenance reserve as discussed below. Table
6 removes liveaboard-specific expenses (and revenues) for the reasons discussed above.
Maintenance Dredging Reserve
As the rate of sediment accumulation is unknown at this time, staff previously recommended
that TIE complete a study to determine estimated accumulation of siltation of the new proposed
marina, the estimated dredging expense, and the estimated rate of occurrence required to
maintain a viable marina. This study was intended to determine how much money shall be
budgeted for this expense and placed into a Maintenance Dredging Reserve Escrow account
annually (adjusted for inflation) for ongoing maintenance dredging.
TIE has informed DBW it will not provide this analysis, stating: “TIE is unable to provide DBW
with a cost estimate or rate of occurrence for future dredging given the fact that it is impossible
to know how slow or fast siltation may occur at Clipper Cove and other intangibles that will only
be proven over time. TIE will, however, pay all maintenance dredging costs as they may arise in
the future. TIE will put aside a total of $25,000.00 annually into a dedicated future dredge
reserve fund, up to a total of $225,000.”
While DBW hopes the actual need for dredging ends up being as low as TIE’s estimates
indicate, we cannot ignore the possibility that actual costs could be higher and that two other
DBW loans in the bay area have defaulted due to improper budgeting for siltation. In the
absence of new data from TIE, DBW continues to use the same $150,000 estimate for annual
maintenance dredging it used in its November 2016 report, and DBW recommends funding a
dredging reserve account up to a maximum of $300,000 be a condition of the loan.
DBW Reserve Account
TIE’s most recent pro forma does not include a DBW-required reserve account for unforeseen
expenses as required by CCR Title 14, Section 5175(a). TIE proposes to set aside $25,000
annually for maintenance, but this is below DBW’s established minimum requirement of 2% of
gross revenues for all loans. This reserve level has been in place for more than 15 years. DBW
2% reserve requirement is included in Tables 5 and 6. The 2% contribution will be a condition of
the loan.
Collateral
TIE proposes the collateral for the proposed loan would “be the rents from the marina, the
marina personal property and the leasehold interest in the marina.” The collateral documents
would include a lease-lease back, security agreement, recorded collateral assignments of rents
and leases, and ongoing UCC-1 filings.
The minimum collateral amount required by the Harbors and Navigation Code section76.6(b) is
110% of the loan. The proposed improvements meet that minimum requirement. However, in
the event of default, the lease-lease back would make DBW liable for the annual lease
payments to TIDA. According to documentation supplied by TIE, the currently agreed base rent
is $100,000.
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In November 2016, staff recommended as a condition of the loan that a provision be included in
the TIDA lease that confirms the State will not be required to make any lease payments to TIDA
in the event of a TIE default. This has not yet occurred. The latest lease language does not fully
address default conditions as it relates to offered collateral, specifically the lease-lease back
instrument. Staff recommends that proof of this provision, specifically as it relates to offered
collateral, be included in the lease and that this be a condition of the loan.
FINANCIAL MEASURES
Income Expense Ratio
Since 2009, it has been DBW’s practice to require a 1.2:1 income to expense ratio. Table 5
indicates the project meets this requirement in all years after 2018 if the liveaboard program is
successful, while Table 6 indicates that the project does not meet this requirement until 2021 if
the liveaboard program is not implemented.
Debt Service Coverage Ratio
The Debt Service Coverage Ratio (DSCR) is a measure of an entity’s capacity to not only
maintain operations, but also to afford debt. The minimum DSCR established by the
Commission at its May 2009 meeting was 1.25 for public marina loans. A separate DSCR for
private loans has not been established by the Commission, but due to the increased risk of
private marina loans, staff recommends a higher DSCR be considered for private marina loans.
The calculation for determining this ratio is:
DSCR = Net Operating Income / Total Debt Service.
TIE’s success in implementing the premium liveaboard program it proposes appears essential
for the project to meet this ratio. As Table 5 shows, if TIE generates the demand it anticipates
for liveaboards at the proposed monthly fee and occupancy level, TIE will consistently meet
DBW’s DSCR requirement after 2018. However, as Table 6 shows, if TIE determines that the
liveaboard program cannot be profitably implemented, the DSCR will be below 1.25 from 2018
through 2027, even if TIE incurs no liveaboard-specific expenses. And if TIE runs the liveaboard
program at a loss for any length of time, its ability to meet the ratio may be further impacted.
Due to the number of variables that could affect TIE’s ability to cover debt, staff continues to
recommend requiring capitalization of a separate Payment Reserve Escrow Account which
must be funded with no less than two years loan payments totaling approximately $640,000 that
would remain in the escrow account until TIE demonstrates to DBW that the marina can
maintain a minimum DSCR of 1.25 through the remaining term of the loan.

CONCLUSION
The Department of Parks and Recreation, Division of Boating and Waterways (DBW) seeks
Commission Advice and Comment to this proposed $4,200,000 loan (HWRF) to Treasure Island
Enterprises, LLC for the improvements described in this April 5, 2017 Feasibility Report, and
recommends that if the Commission advises the Department to proceed with the requested
loan, conditions be written into the loan agreement. Staff’s recommendations for these
conditions are as follows:
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1. No loan funds shall be available until DBW receives the final lease agreement between
TIDA and TIE that incorporates the collateral requirements (specifically the lease-lease
back) of this loan and includes a provision that in the event TIE defaults on its loan with
DBW, DBW shall have no obligation to make any lease payments to TIDA.
2. As customary with DBW loans, loan funding will be provided on a reimbursement basis
only.
3. No loan funds shall be available for construction until engineers from the Department of
Parks and Recreation, Division of Acquisition and Development confirm that the project
design is compatible with 50-year sea level rise projections.
4. No loan funds shall be available for construction until TIE funds a $300,000 Maintenance
Dredging Reserve Escrow Account.

5. No loan funds shall be available until $640,000 is placed in an additional and separate
Payment Reserve Escrow Account which must remain funded until TIE demonstrates
that the marina can maintain a minimum Debt Service Coverage Ratio of 1.25
throughout the remaining term of the loan.
6. TIE must agree to fund a maintenance reserve account at the customary level of 2% of
the marina’s gross annual revenues.
7. No loan funds shall be made available until TIE obtains DBW’s prior written approval of
the agreement between TIE’s equity partners that confirms how they will fund Phase 1
construction. This is in compliance with California Code of Regulations Title 14, Section
5172(a)(9) which requires that the funding plan, including sources of additional
construction funds, be identified. This will also ensure that funding used is not borrowed
and subject to debt burden.

COMMISSION ADVICE AND COMMENT
DBW seeks Commission Advice and Comment on Treasure Island Enterprises’ request for a
$4,200,000 loan from the Harbors and Watercraft Revolving Fund and staff’s recommended
conditions for the improvements described in this April 5, 2017 feasibility report.
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