












































































































































































































































































































































































































































May 13, 2015 

Memo 

To: City Manager, Mayor, and City Commissioners – City of Palatka 

From: City Attorney 

Re: Riverfront Restaurant Negotiations 

 In accord with a directive from the City Commission, discussions and negotiations were 
conducted with Scott Lagasse of “PBM” and Rudy Fields and other representatives of Nippers Beach 
Grille.  In addition, a conference was held with Patrick Howard of the Florida Department of Economic 
Opportunity.  Those in attendance at the conference with Mr. Howard included Fred Fox (whose firm 
assisted the City in the Grant Application which is currently pending and which would fund a portion of 
the riverfront development at issue), Jonathan Griffith, Mayor Hill, and the Director of Operations for  
Nipper’s Beach Grille. 

 In an effort to summarize the results of the discussions mentioned above, the following will be 
set forth as brief findings.  Any or all of the findings can be discussed or explained in greater detail 
should any of the Commissioners or Mayor so desire. 

1. Nipper’s Beach Grille (Nippers) remains committed to occupying and operating a Restaurant as 
part of the proposed Riverfront Development pursuant to a lease agreement.  The terms of the 
lease have not been solidified but would involve payment of a lease rate that meets or exceeds 
“market rate” as determined by a Certified Appraiser. 

2. Nippers is a named “participating party” under the Grant Application earlier submitted by the 
City.  PBM is also a participating party under this application.   

3. The Grant Application at issue is in the final stages of approval by the State of Florida.  
Essentially, it appears that funding of the Grant is now a matter of the City’s completing and 
submitting forms, including executed contracts signed by PBM and Nippers.  

4.  Under the Grant, the City would receive approximately $1,050,000.00 to be used in the 
development described in the Grant application. Among the obligations undertaken by the City 
as a condition of Grant acceptance would be an agreement to pay to the State an amount each 
month representing a portion of the revenue generated by the improvements to which the 
grant funds are applied (“the project”).  The “portion” to be paid is a percentage of the net 
revenue generated by the operation of the project, after deductions are made for certain 
allowable maintenance and other expenses.  The percentage is based upon the amount of the 
Grant funds utilized in relation to the overall cost of the improvements to which the funds are 
applied.  The City’s payment is perpetual – meaning that there is no scheduled end to the City’s 
obligation to pay.  On the other hand, if the Restaurant operation is not successful and during 
any period of time, no net funds are generated by the operation of the project to which the 
Grant funds are applied, the City is NOT obligated to pay the State.  Should the City at some 
point determine to sell “the project”, the City would be obligated to pay the State a percentage 
of the net sales revenue generated -  again equal to the percentage of the Grant funds utilized 
as compared to the total cost of the project.   



5. If the City requires that the size of the Riverfront Restaurant be reduced to the approximately 
sixty (60) seat capacity recently discussed, the following will occur: 

a. Nippers will NOT be willing to establish or operate a Restaurant typical of their brand 
within the development.  Rudy Fields (Nippers founder) would be willing to open and 
operate a “raw bar” type facility.  However, he would require a license to serve alcoholic 
beverages (a C.O.P. license rather than the “Restaurant license contemplated for the 
larger restaurant); would not limit the amount of his revenue to be generated by the 
sale of alcohol; and would require the City to acquire the liquor license for him at City 
expense. 

b. The State would allow the Grant already in progress to proceed if the size of the 
Restaurant is reduced (so long as the operator does NOT change).   However, the 
amount of money available under the Grant would be drastically reduced because the 
Grant amount is based upon “job creation”.  The current Grant amount was calculated 
based upon the assumption that 30 jobs would be created, 27 of these in the 
Restaurant. The approximate Grant funding formula is “$34,999.00 for each job 
created”.  Estimates of the number of jobs to be “lost” as the result of reducing the size 
of the Restaurant vary but seem to average at about 21 jobs LOST.   This equates to a 
loss of approximately $734,979.00 in Grant funding.  If, for whatever reason, Nippers 
does not agree to operate the reduced size restaurant and the City seeks a different 
operator with which to contract, the Grant application will be REJECTED by the State.  
While a change in the size of the Restaurant is not a material change in the Grant 
application that will affect Grant award (only the amount of funds available), a change in 
a participating party is considered a material change and will result in the rejection of 
the Grant. Nippers is a participating party. 

c. If the size of the Restaurant is reduced, its operation will theoretically generate less 
revenue.  Since the Restaurant operation is technically pursuant to an agreement 
between PBM and the Restauranteur, a loss of revenue generated by the Restaurant will 
result in decreased revenue available to PBM and will affect its business plan for the 
overall operation of the development, including the operation of the Water Taxis.  This 
will likely result in PBM’s  request that the City provide some consideration/funding to 
offset the lost revenue occasioned by the reduced size of the restaurant in order that 
PBM can operate the development on a profitable basis.  

6. If Nippers does not operate a Restaurant/Raw Bar as part of the development and the City 
withdraws the current Grant Application, or it is rejected, the following will occur.  

a. The City will receive no Grant funding under the current Grant application.  The City 
could apply for a “new” Economic Development Grant.  HOWEVER, the City would suffer 
negative impacts as a result of the withdrawal/rejection of the Current Grant and the 
submission of a “new” Grant application, even if the new Grant application was funded.  

b. The negative impacts are related to the Grant cycle in which Grant applications are 
submitted and funded.  The current Grant application was submitted and funded under 
a “ten year grant cycle” that has just ended.  Any new Grant application would be 
submitted under the “new” ten year grant cycle.   

c. It is likely that submitting a Grant application in the “new” grant cycle and receiving 
funding for it in the same amount as has been approved under the current Grant, would 



result in the loss of at least $750,000 and perhaps as much as 1,500,000.00 in additional 
Grant funds that would have otherwise been available during the “new” ten year Grant 
cycle (concept of loss of future funds verified by Patrick Howard – amount of Grant 
funds lost estimated by Fred Fox).   

d. .   
i. The loss of otherwise available Grant funds during the new cycle is the result of 

the State’s deduction of “qualifying points” for each $20,000 in Grant funds 
already awarded during a grant cycle.  The City would receive NO deduction 
under the current Grant cycle for funds awarded under the previous grant cycle.  
However, funds awarded under the current Grant cycle would negatively impact 
the City’s ability to qualify for future grants during THIS grant cycle.  

7. If the size of the Restaurant remains as contemplated in the plan already submitted 
(approximately 150 seats), a question has been raised regarding the availability of adequate 
parking to service the Restaurant and the other facilities in the immediate area.  Rudy Fields has 
indicated that he has reviewed the “parking issue” and that he is confident that there is 
sufficient parking to accommodate all uses on a normal use basis – excluding use that occurs 
during some high volume parking events such as during certain fishing tournaments, etc.  It 
should be noted that Fields contemplates using “valet parking” for a significant portion of his 
guests as he does at his other locations.  This allows him to utilize “off-site parking” for his 
guests.   Jonathan Griffith will present to the Commission at its up-coming meeting a diagram 
depicting available parking within a reasonable radius of the site at issue, along with a “count” 
of the available parking spaces.   

 

Because of the nature of the impact associated with reducing the size of the Restaurant, it would seem 
most appropriate for the City Commission to make a decision regarding how these negotiations should 
proceed.  If it is the City’s decision to move forward with the Restaurant as “sized” within the Grant 
application currently pending, City staff will proceed to formulate contracts necessary to accomplish this 
goal. On the other hand, if it is the City Commission’s decision to reduce the size of the Restaurant to a 
capacity of 60 to 70 seats, then the City should also decide whether it is willing to accept a “raw-bar” 
type concept of the type which Nippers is willing to operate with all of the attendant circumstances that 
this will entail, i.e. reliance upon alcohol rather than food sales as the primary revenue generator.  If the 
City wishes to reduce the size of the Restaurant but is not willing to accept the “raw-bar” concept 
proposed by Nippers, then a different Restaurant operator must be selected and this will necessitate 
withdrawal of the current Grant application (or its rejection by the State). 

Please contact me with any questions which you may wish me to address. 

Respectfully Submitted,  

 

Don Holmes 
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