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We also noted that while rental payments are being recorded in the appropriate accounts on the 
City’s books, staff has not ensured the accuracy of these payments.  We found that the required 
supporting financial documentation has not been regularly requested, received, or reviewed.  As a 
result, there was no way for staff to ascertain whether the rental payments that were received were 
accurate and in accordance with the lease terms.   
 
Such assurance is contemplated in several parts of the lease. 
 
Article 26, Section 4: 

“Within ninety (90) days after the end of each lease year, the LESSEE shall pay to LESSOR 
a sum equal to the annual percentage rental required by Section 2 and 3 of this Article, less 
those amounts of minimum annual rental previously paid during the Lease year, and shall 
further deliver to the LESSOR at said time a detailed statement duly signed by a certified 
public accountant setting forth an itemization of all “gross operating revenues” for the 
preceding lease year, which statement shall further show and indicate the gross operating 
revenues for each of the classifications set forth in Section 3 of this Article.” 
 

Article 28:  
 “The LESSEE herein shall furnish to the LESSOR within one hundred twenty (120) days 

of LESSEE’S fiscal year end an audited financial report performed by a certified public 
accountant licensed to practice in the State of Florida, said financial report reflecting the 
results of operations and the financial condition of the LESSEE during such fiscal year.” 

 
In addition, staff failed to verify that the Capital Improvement Reserve Account (CIRA) is being 
properly funded and utilized. 
 
Article 15: 

Capital Improvement Reserve Account states that, “…LESSEE shall monthly, on December 
20th, set aside funds into the Capital Improvement Reserve Account.  The amount funded into 
the Capital Improvement Reserve Account (CIRA) shall be an amount equal to one-twelfth 
(1/12) of three percent (3%) of the annual Gross Operating Revenue (as that term is defined 
in Article 26.0 hereof) for the preceding lease year (Reserve)”.   It further provides that 
expenditures shall be made from the CIRA only for Capital Improvements to the Property. 

 
While it is clear that the City failed to administer the contract appropriately, it is also important to 
note that management made immediate changes to its oversight practices once it was brought to their 
attention.  
 
Further, Bahia Mar staff have been extremely responsive in having their CPA firm issue the required 
audited consolidated financial statements of Baton Holdco II L.L.C. and Subsidiaries, which includes 
the Bahia Mar Statement of Capital Improvement Reserve Account Balance and Rollforward of 
Carry-Over Capital Improvement Credit [see Exhibit D].   
 
Based upon our review of these documents, we determined that Bahia Mar is operating in accordance 
with Article 15 as stated in the preceding paragraph. The CIRA has a carryover capital improvement 
credit balance in the amount of $28,092,200, as of December 31, 2011. 
 
Attachment(s) 
 
cc:  Lee R. Feldman, City Manager 
 Harry A. Stewart, City Attorney 
 Jonda K. Joseph, City Clerk 
 Stanley D. Hawthorne, Assistant City Manager 
 Susanne M. Torriente, Assistant City Manager  
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