MEMORANDUM

To: Mark Gorman, Administrator
Mayor McConnell and Members of the Assembly

From: Michael Harmon, Director of Public Works
Stephen L. Weatherman P.E. Municipal Engineer %

Reviewed: Robin Koutchak, Municipal Attorney

cc: Jay Sweeney, Finance Director
Date: March 19, 2014
Subject: Long term Material Sales and Property Lease Amendment - Granite Creek

Industrial Area, Site 4

Background:

Tisher Construction has a long term commitment to leasing this site in the Granite
Creek Industrial Area and is providing rock products for various projects in Sitka. They
have leased Site 4 from the City and Borough of Sitka (CBS) from 1985.

The lease was amended in December 2004 to extend the lease time to June 18, 2011
with a 5 year extension allowed until June 18, 2016 with Assembly approval. As staff
was prepared a new lease we became aware of the amendment document and are now
proposing that the current lease be extended to June 18, 2016 to meet the original
goals of Amendment 2

The proposed lease amendment document is attached.

When the existing lease expires in June of 2016 a new lease will be prepared which will
address various issues that have come up during the life of the current leases.

¢ The new agreement specifies more frequent methods of measuring material
removed for royalty payments.

e The new agreement requires a performance bond to provide a guarantee for
payment.

e The new agreement form will be used in the future for all of the material sales at
each quarry currently operating and new quarries being developed for lease.

e Each of the current leases has a different royalty amount which will be adjusted
to the $1.55 rate for all quarries in the Granite Creek Quarries.



e The insurance requirements have increased for the quarries near Harbor
Mountain Road due to public liability and been reduced for the quarries not
adjacent to the public roadways.

Fiscal Note:

Tisher Construction shall pay the City rent in the amount of $100.00 per month per
Acre, $0.35 per ton royaity for rock removed plus city sales tax, for the long term
Material sales and lease of property in the Granite Creek Industrial area.

Recommendation:

Authorize the Administrator to execute a Lease with Tisher Construction from April 1,
2014 to June, 2016 with a royalty rate of $0.35 per cubic yard in place of material
removed from the site and an area lease of $100 per month per Acre.



Amendment No. 3
To Granite Creek Lease Lot #4

Between City and Borough of Sitka
And
Tisher Construction Sitka

The land area leased is as shown on attached “Granite Creek Waste Area Expansion”, Dated
October 1, 2004.

The intent of this lease amendment is to facilitate rock mining and processing for commercial
proposes on the remaining portion of the Reconfigured Lease Area 4.

Section B.1 of the original lease dated June 18, 1996 is deleted and replaced with the following.

“The lease shall expire on June 18, 2016 with no extensions of time beyond this date for the
current lease”

Tisher Construction shall maintain access to Harbor Mountain Road via the existing access road
located on the south edge of the Tisher lease area

At the conclusion of this lease amendment a new lease is required. The new lease will meet all
requirements of current Granite Creek quarry leases including royalty rates, required insurance

and bonding.
City and Borough of Sitka Tisher Construction
Mark Gorman Michael Tisher

Municipal Administrator

Date Date
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