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ORDINANCE

APPROVING A FIRST AMENDMENT AND EXTENSION TO LEASE
OF SURFACE, SUBSURFACE, AND AIR RIGHTS FOR THE
MAJESTIC AND BRADY BUILDINGS, LOCATED AT 202 AND 222 E.
HOUSTON ST, WITH THE OWNERS OF THE BUILDINGS,
MAJESTIC DEVELOPMENT COMPANY.

* * * * *

WHEREAS, in 1988, the City of San Antonio (City) engaged in a coordinated effort with the
Majestic Development Company (MDC) and the Foundation for Cultural Arts in San Antonio
(CASAS) to preserve and revitalize downtown; the efforts focused on the redevelopment of the
Majestic and Empire Theaters as well as the adjacent Majestic and Brady Buildings and the parties
orchestrated a sequence of transactions to preserve and revitalize the historic buildings and
facilitate the creation of workforce housing; and

WHEREAS, as part of that effort, the City acquired the Majestic Theater and Empire Theater as
well as the land beneath the Majestic and Brady Buildings and the City leased the buildings to
CASAS who oversaw their renovation and continues to operate the facilities; the Majestic and
Brady Buildings are owned by MDC, and the City has leased the underlying land to MDC with a
50-year ground lease; and

WHEREAS, the 10-story Brady Building opened at 202 East Houston St. in 1914, and the 20-
story Majestic Building opened at 222 East Houston St. in 1929. The Majestic Building stands
adjacent to the Majestic Theater, while the Brady Building surrounds the Charlene McCombs
Empire Theater. MDC has owned the buildings since 1987, subject to surface, subsurface, and air
rights leases with the City. In 1992, the office buildings were converted to include 96 residential
units at a cost of $6.5 million. Over the past 30 years since renovation was completed, MDC has
invested over $7 million in maintenance of the historic buildings, including repairs and
maintenance of buildings and capital replacement of equipment; and

WHEREAS, the current ground lease for the Majestic and Brady Buildings is in effect through
2038; rent is calculated as 33.3% of net profits, which is defined as gross receipts less: 1) normal
monthly operation expenses; 2) reserves for expenditures such as insurance and property tax; 3)
principal payments on debt; and 4) cumulative losses. MDC submits annual financial statements
which are reviewed and accepted by the City, accounting for net profits and cumulative losses;
The financial statements have never shown net profits as calculated by the lease, and therefore rent
has never been owed; the current lease term expires in 2038; and

WHEREAS, MDC plans to invest $10 million to renovate the Majestic and Brady Buildings; the
investment will include $1.25 million in exterior repair and improvements, $1.65 million in HVAC
replacement, $4.17 million in interior renovations, $1.6 million in elevator upgrades, and $1.34
million in utilities, security, and fire protection; the investment will be made in phases, with at
least $5 million expected to be invested in the building over the next five years; and
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WHEREAS, as is typical for a property subject to a ground lease, lenders require the borrower to
hold a long-term lease of the underlying property in order to secure debt in order to facilitate
financing for the renovations; MDC requests an extension of the lease term for an additional 25
years beyond the current term, plus two additional 5-year options;

NOW THEREFORE,

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF SAN ANTONIO:

SECTION 1. The City Manager or designee is hereby authorized to execute a First Amendment
and Extension to Lease of Surface, Subsurface, and Air Rights for the Majestic and Brady
Buildings, substantially in the same form as Attachment I, with the owners of the buildings,
Majestic Development Company.

SECTION 2. The City Manager or designee is further authorized to execute any and all necessary
documents to effectuate the transaction.

SECTION 3. This Ordinance becomes effective immediately upon its passage by either (8) votes
or more and 10 days after passage upon its approval by less than eight (8) votes.

PASSED AND APPROVED this 27" day of March, 2025.

M A Y Q) R
Ron Nirenberg

ATTEST: APPROVED AS TO FORM:

Debbie Racca-Sittre, City Clerk Andrew Segovia, City Attorney





