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STAFF REPORT
SAUSALITO CITY COUNCIL

MEETING DATE: September 10, 2019

AGENDA TITLE: Second Amendment to the City of Sausalito
Lease of Old City Hall (729/731 Bridgeway) to Gene 
Hiller Inc. (Gene Hiller’s Menswear)

LEAD DEPARTMENT: Administration

RECOMMENDED MOTION: Adopt a Resolution Approving the Second 
Amendment to the Amended and Restated City of Sausalito Lease of Old City Hall 
(729/731 Bridgeway) with Gene Hiller, Inc.

SUMMARY

The City has leased "Old City Hall" to Gene Hiller, Inc. since 1993 for the operation of 
its first class retail clothing business. The existing lease of the Old City Hall property at 
729/731 Bridgeway with Gene Hiller Inc. expires on March 1, 2024. Gene Hiller Inc. has
requested an additional five (5) year lease extension after completing $265,000 worth 
of improvements to the store.

The rent structure under the current lease includes a (guaranteed) minimum monthly 
rent (MMR) and a percentage rent on Gross Sales above what is called the “natural 
breakpoint.” The rent structure results in total rents of 6% of total gross sales with a 
floor, but with no ceiling.  The Lease was amended in 2017 to modify the MMR for 
lease years 3-5 from $20,000 to $17,500.  The proposed amendment continues the 
MMR of $17,500 for the remainder of the Lease term.

BACKGROUND

In 1993, the City of Sausalito entered into a lease agreement of the Old City Hall 
property with Gene Hiller, Inc. The lease was for a ten (10) year term and contained an 
additional ten year renewal option. The option and the term of the lease was extended
for an additional ten (10) years and three (3) months. 

The City entered into an Amended and Restated Lease Old City Hall (731 Bridgeway) 
with Gene Hiller, Inc. (“Tenant”) effective April 1, 2013 (the “Lease”). The Lease expires 
in 2024. The Lease required Gene Hiller, Inc. to pay a minimum monthly rent (“MMR”) 
for the Premises as follows:
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Lease Year (as defined in section 4.06(A)) MMR

Year 1-2 $17,500

Year 3-5 $20,000, provided however, that Tenant may request that the MMR for 
Years 3 through 5 be reduced to 6% of the average monthly Gross Sales (as defined in 
section 4.07) for Lease Years 1 and 2 but in no event shall the MMR be less than 
$17,500. (By way of example, if the total Gross Sales for Year 1 and 2 is $7,400,000, 
the MMR for Lease Years 3 through 5 will be $18,500 [$7,400,000 ÷ 24 months = 
$308,333.33 x 6% = $18,500]) 

Year 6-10 The greater of: (i) $20,000; or (ii) the average monthly Rent (that is, MMR 
and Percentage Rent) for Lease Years 3, 4 and 5. (By way of example, if the total MMR 
paid by Tenant for Lease Years 3, 4 and 5 is $720,000 and the total percentage rent for 
Lease Years 3, 4 and 5 is $110,000, then the MMR for Lease Years 6 through 10 would 
be $23,055.56 [$720,000 + $110,000 = $830,000 ÷ 36 months = $23,055.56]) 

In addition, the Tenant is required to pay a percentage rent equal to 6% of gross sales 
in excess of what is called the "natural breakpoint." (See Lease Section 4.04)

In 2017, the City and Gene Hiller, Inc. entered into the First Amendment to extend the 
MMR of $17,500 for Lease Years 3-5.  Under the proposed Second Amendment the 
MMR of $17,500 will continue for the remainder of the Lease Term.

The Tenant has been in good standing at Old City Hall for over 25 years. Approving the 
Second Amendment allows the Tenant to stably continue leasing Old City Hall through 
2029. In the event that the Council approves the 2nd Amendment the MMR will remain 
$17,500 for the remainder of the Term – that is until 2029..  As gross sales exceed the 
threshold, the Tenant will pay rent equal to six percent (6%) of gross sales. This occurs 
most frequently during high visitor months.

DISCUSSION / ANALYSIS

The Tenant (Tom Gangitano on behalf of Gene Hiller Inc.) has requested a five (5) year 
lease extension under the same terms as the current lease to continue business 
operations in Sausalito downtown. The new proposed term would expire on September 
10, 2029. Gene Hiller’s Menswear has invested $265,000 to update the store including
new computer systems and lighting upgrades.  

Staff has reviewed Article V. 5.01 Use; and 5.02 Limitations of Use 5.01 of the lease 
to concur that the use of the space is for a menswear store as specified in the lease.
Staff confirmed with HdL, the City’s Business License Tax contractor, that Gene 
Hiller’s Menswear has a current Sausalito Business License. Staff also confirmed 
that the company has a valid Occupational Use Permit on file.
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Recommendation from OMIT Committee

Staff brought this lease extension for discussion at the Council’s OMIT Committee 
meeting on July 15, 2019. The OMIT Committee concurred with Staff’s 
recommendations and directed staff to forward Gene Hiller’s Menswear’s lease 
extension amendment to the City Council for approval.

FISCAL IMPACT

The current minimum Rent of $17,500/month would contribute at least $210,000/year to 
the General Fund. Under the current formula, the monthly rent would go up based on 
the increase in the gross receipts. The proposed lease extension will bring in a total of 
$1,050,000 to the General Fund over the proposed five (5) year period.

STAFF RECOMMENDATIONS

Staff recommends that the City Council move to approve the Resolution for the Second 
Amendment to the Amended and Restated Lease of Old City Hall (729/731 Bridgeway) 
with Gene Hiller’s Menswear.

ALTERNATIVES

1) Modify the Staff recommendations
2) Refer the matter back to OMIT and Staff for further research and negotiations

based on the City Council’s recommendation(s).

ATTACHMENTS

Attachment 1 – Resolution and Second Amendment

PREPARED BY: Amy Turner, Management Analyst     
REVIEWED BY: Yulia Carter, Assistant City Manager/Administrative Services Director
REVIEWED BY: Mary Wagner, City Attorney
SUBMITTED BY: Adam W. Politzer, City Manager


