
 

 STAFF REPORT 

 
City Commission Regular Meeting 

 
June 27, 2024 

 
To: 

 

City Commission 

Dale L. Martin, City Manager 

August 22, 2024 

Proposed Resolution 2024-38- Grant of Easements to DC BLOX for the Purpose of 
Undersea Cable Landings. 

From: 

Date: 

Item Name: 

Background: Over the course of the past approximately eighteen months, DC BLOX, an owner/operator 
of multi-tenant data centers throughout the southeastern United States, entered into discussions with 
several Flagler County governments about the construction of such a center in Palm Coast. City of Flagler Beach 
officials were not part of any broader conversations among other governments related to the proposed project. 

The original proposal sought landing sites for undersea cables at two locations: N. 11th Street and S. 6th Street. 
The proposed S. 6th Street landing site would have encumbered future use of the City parking facility, so an 
alternative landing location at Veterans Park was considered. That site was subsequently rejected by the 
City Commission, and DC Blox efforts returned to a modified S. 6th Street landing site within the S. 6th Street 
right-of-way rather than within the parking facility parcel. The landing at S. 6th Street also requires 
additional underground infrastructure at the Wickline Park property. 

Due to the complexities (financial and technical) of the project, the City retained a specialized consultant to 
assist the City. A copy of the report prepared by Mr. Michael Tammaro is attached. DC Blox has also submitted a 
proposal which is attached. In summary, the latest DC Blox proposal indicates that only the modified S. 6th 
Street landing site will be utilized (use of the N. 11th Street site will be "deferred"). DC Blox would receive thirty- 
five year easements on various parcels required for its infrastructure and a six-month temporary easement on 
the S. 6th Street parking facility for construction operations. 

Mr. Tammaro places a value of the S. 6th Street landing site at $1.2 million, a value to which the DC Blox 
proposal recognizes and accepts: "If we focus on a single landing site with six conduits, it also aligns with Mr. 
Tammaro’s NPV assessment of $1.2M for 6th St. South." Mr. Tammaro argues for fixed compensation associated 
with the $1.2 million value ($800,000 immediately and $400,000 and a defined future date) while DC Blox 
proposes for such compensation beyond the first three ($600,000, or $200,000 per cable) per conditional upon 
the addition of the final three cables. 

Fiscal Impact: If and when received, the compensation received from this project will be allocated to the City's 
General Fund. 

Staff Recommendation: Staff recommends a hybrid compensation proposal: $800,000 within ninety days after 
USACE/FDEP permits have been issued for construction; $200,000 in four years or the installation of a fourth 
cable, whichever is earlier; and $100,000 for each of the final two cables when installed. The associated 
easements would be reviewed and approved by the City Attorney. 
 
 
Attachments: Resolution 2024-28 
  Correspondence, M. Tammaro to Mayor, “Council” (Aug 8, 2024) 

  Correspondence, DC Blox to D. Martin, D. Smith (undated, but received Aug 8, 2024)
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RESOLUTION 2024-38 

 A RESOLUTION BY THE CITY OF FLAGLER BEACH, FLORIDA, APPROVING 
AN EASEMENT AGREEMENT BETWEEN THE CITY OF FLAGLER BEACH AND 
DCB ORCHID TO CONSTRUCT INFRASTRUCTURE WITHIN THE CITY OF 
FLAGLER BEACH AND UTILIZE THE ASSOCIATED PROPERTY FOR THE 
PURPOSES OF LEASING THE INFRASTRUCTURE, PROVIDING FOR CONFLICT 
AND EFFECTIVE DATE. 

WHEREAS, the City Commission wishes to engage with DCB Orchid to construct state of the art 
communications infrastructure; and        

WHEREAS, the easement is necessary to construct the infrastructure within our municipal 
limits. 

NOW THEREFORE BE IT RESOLVED BY THE CITY COMMISSION OF THE CITY OF FLAGLER BEACH: 

SECTION 1.  The Flagler Beach City Commission approves Resolution 2024-38 and the 
Easement Agreement with its attached Exhibits "A" and "B" and authorizes the Mayor to 
endorse.  

SECTION 2.  All resolutions or parts of resolutions in conflict herewith be and the same are 
hereby repealed. 

SECTION 3.  This Resolution shall become effective immediately as provided by law. 

PASSED AND ADOPTED THIS ________ DAY OF AUGUST, 2024. 

CITY OF FLAGLER BEACH, FLORIDA 
CITY COMMISSION 

ATTEST: 

______________________________ 
Patti King, Mayor 

_______________________________ 
Penny Overstreet, City Clerk 
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                   Law Office of Michael S. Tammaro 

113 Pegasus Drive                        Tel: 561-310-3648 

Jupiter FL 33477                                                                             Email: m.tammaro@mst-law.com 

_____________________________________________________________________________________ 

           August 8, 2024 

 

 

Mayor and Council 

City of Flagler Beach 

105 S. 2nd Street  

Flagler Beach, FL 32136 

 

 Re: DC Blox/Request to Purchase Easements 

 

Mayor and Council, 

 
I appreciate the opportunity to assist the City of Flagler Beach in this matter.  I have reached an 
impasse with the requesting party, DC Blox.  This is the status of negotiations as of 8/8/2024:  

DC Blox offer:   

DC Blox is now seeking an easement over city property at only the 6th street location. The company 
proposes to install six conduits from a drill site within 6th street ROW. Two manholes 6’Hx5’Wx7’L 
will be installed in 6th street. A temporary construction area is also required.   Staff will provide you 
with the detailed requirement/plans and drawings.  

 Compensation: DC Blox proposes to pay: 

“Upfront” payment: $600k ninety days after the issuance of the FDEP permit to land/install the first 
cable; $200k for each cable after the third (cables 4.5& 6) are landed, when permits are issued to 
install each of the last three cables. 

Comments: 

 The offer potentially results in a low total compensation of $ 600,000 for the requested approvals. 
Additional payments totaling $600,00 are entirely contingent, being tied to successful marketing of 
conduits 3-6. This event may never occur.  

Assuming all 6 conduits are ultimately occupied, the total compensation proposed of $ 1.2mm is 
consistent with my estimated value of the site, and within the range that I could recommend be 
accepted, based upon past and current transactions in Florida.  However, I cannot recommend a 
contingent compensation proposal. The site has a value that is not dependent on success in 
attracting clients.     

 

    

65

Section 7, Item a.



My opinion of valuation of the requested easements: 

Based on an evaluation of the present value of past transactions and the current transactions of 
which I am aware, my opinion of the approximate low end of value of the 6th street site is $1.2 
Million (includes the park OGB sites) 

Past transactions considered: 

Hollywood Florida, 2000. Compensation @ $600,000 in combined cash and physical 
improvements within the city (sidewalks, a dedicated fiber optic conduit/cable for city use). The 
current value is @$1.1 million.  

Boca Raton Florida, 2000. Compensation $500,000 plus $165,000 annually. The current value of 
initial and first annual payment only is @$1.3 million.  

Sunny Isles Florida. 2007. Compensation $950,000. The current value is @$1.4 million.  

Current negotiations considered: 

Boca Raton 2024. The Telxious communication system is negotiating with the city for a landing site 
in Spanish River Park.  The compensation is not yet public but based on the year 2000 transaction 
and discussions with staff, I expect the decision in approximately 90 days and for compensation to 
settle around $800,000 cash at closing, plus likely annual payments. 

Southwest Florida 2024. Contracts are being drafted for a landing site to install underground 
conduits, one beach manhole, two ground beds and a temporary construction easement.  Non-
disclosure agreements in the contract prevent disclosure of the purchase price, but the price is 
significantly higher than $1.2mm.  

 

DC Blox arguments against my analysis of value: 

        DC Blox argues: 
 

1.  that its target purchasers, “hyperscalers” such as Google, Amazon, Facebook, are different 
than traditional communication carriers and might balk at the expense associated with 
paying the price that traditional carriers have paid. My response: it would not be appropriate 
to reduce my opinion of value based on competitive considerations. DC Blox can make 
these arguments to Council.  
 

2. That historic transactions were inflated because of the “rush” of installations in the time 
period. My response: there is no evidence of that, and current transactions are consistent 
with past transactions updated by CPI. 
 

3. That other states (South Carolina and Virginia) have offered sites for as low as $100k to 
encourage development of the industry. My response: True. The Governor of both states 
offered use of state parks and state property for submarine communication cable landings.  
That was the adopted policy of those state governments, not relevant here.  
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4. That a site in Jacksonville, Florida paid little or no compensation. My Response: True. The 
landing site was a local road right of way that extended to mean high water. Florida statutes 
address use of road ROW by communication carriers.   All work was done in dedicated 
public road ROW. No city or county property was required to be purchased. It was also a 
direct bury (cables trenched up the beach to the manhole in street row).  No conduits were 
installed.  

 

Recommendation  

I recommend that the city accept a non-contingent offer at or above the indicated total value of 
$1.2mm.  A reasonable split of payment might be $800,000 ninety days after issuance of the FDEP 
Environmental Resources Permit (ERP) with the second payment of $400k when the first cable is 
pulled or five years after the ERP is issued.  Regardless of the ultimate agreement on price, 
compensation should be fixed and not contingent on future utilization of the property, and if future 
payments are considerably delayed, the sale price should be adjusted to reflect the time value of 
money.   

 

       Sincerely,  

   

       ______________________________  
       Michael S. Tammaro 
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MEMO 
TO:   Dale Martin, City Manager 
  Drew Smith, City Attorney 
 
CC:  Mike Tammaro, Consultant 
 
SUBJECT :  Updated Proposal for Subsea Cable Landing Location 

DC BLOX received a summary of recommendations and the opinion of value provided to the City by 
Mike Tammaro.  Based on our review of his opinion and communication with Mr. Tammaro, we hold 
material concerns about the approach he used to guide the council on the issue of value and 
payment terms.  The summary below sets forth our concerns as well as the latest financial 
payment we are prepared to offer to the City to continue our efforts to build a world-class cable 
landing Station in Flagler County that could represent up to $100mm in direct investment by DC 
BLOX, drive fiber deployment in the area, provide digital infrastructure to attract other technology 
and communication companies, and generate meaningful tax revenue for your county and schools. 

The use of price comparisons between different landing sites to suggest a ‘market price’ for 
easements and right of way warrant a closer look.   First and foremost, the cost of a landing 
location, whether upfront or recurring cost, is carefully scrutinized by our potential customers, and 
our landing in Flagler Beach will be in competition with available inventory in South Florida, 
Jacksonville, Myrtle Beach, and Virginia Beach.  DC BLOX is making a large up-front investment to 
build the CLS and landing facilities, and our cost for the landing facilities must give us confidence 
we’ll be competitive in the market vs. other options for new cable systems landing on the East 
Coast in the  Southeastern US.   

The location of the landing, fronthaul and most OGB locations that DC BLOX is now seeking, at the 
City’s direction, are located in public Right of Way.  Under FL Stat § 337.401 (2023) DC BLOX is 
entitled to use such right of way, and a city “may not require a provider of communications services 
to apply for or enter into an individual license, franchise, or other agreement with the municipality or 
county as a condition of placing or maintaining communications facilities in its roads or rights-of-
way”  Further, “All fees authorized under this law must be reasonable and commensurate with the 
direct and actual cost of the regulatory activity, including issuing and processing permits, plan 
reviews, physical inspection, and direct administrative costs; must be demonstrable; and must be 
equitable among users of the roads or rights-of-way”. 

As a land use attorney, Mr. Tammaro is surely aware of this fact, which could be why he tied his 
opinion of value to the real interest of easements that we have requested to locate our OGBs 
underground in Wickline Park and our need to pass underground through the small parcel on the 
east side of A1A.  He wrote in emails to us on 8/4, “the requested interest in real property has a 
value that is not dependent on future marketing success,” and in our discussion about the value of 
the Jacksonville Beach landing verses our request he wrote, “no easements were purchased in 
Jacksonville.  There was no real estate transaction.”   
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Mr. Tammaro is correct that FL Stat § 337.401 (2023) does not prohibit the City from requesting fair 
market value for an easement on public land that is not part of the right away.  At the same time, 
there is considerable case law in the State of Florida regarding the concept of fair market value.  
Without diving into this topic too deeply, we believe the concept of fair market value is determined 
by standard valuation techniques, and explicitly not determined by what one company might pay in 
order to execute their specific business plan.  For example, common methods to determine fair 
market value are typically competitive bids, or in the case of easements, appraisals by a licensed 
appraiser, based on comparable sales, an income approach, or a diminished value standard to 
derive easement cost.   

According to the communication we received from Mr. Tammaro, his opinion of the value of each of 
the two landing sites is as follows.   

6th Street site- @$1.2 Million (includes park OGB sites) 
11Th Street site @$1.0 Million 
 
This valuation was described as a Net Present Value that was based on “an evaluation of the 
present value of past transactions (Tyco Communication/Boca Raton, AT&T/Hollywood, 
ARCOS/Sunny Isles and the current negotiations/transactions of which I am aware.”    Below please 
find our thoughts on these comps: 

The Tyco Communications/Boca Raton Landing 

This agreement was reached at the height of the dot com bubble in an era over 20 years ago that 
saw huge investments in carrier fiber systems, most of which ended in bankruptcy proceedings 
after 2002.  This was a deal done in a different era of subsea cables when carrier contracts 
dominated demand, and subsequent deals in the Southeastern US where cables have landed have 
been more affordable.  This easement was $500,000 for 6 cable systems or $83,333 per system, 
and it covered a land area greater than 1.2 acres.  In addition, a fee was charged for the fronthaul 
right of way at $2.00 per conduit foot per year, with no CPI.  We currently estimate that our conduit 
miles in the City of Flagler Beach will be around 5000’ per conduit, making the comparison to Boca 
$10,000 per year per conduit.  Based on these numbers, and 25-year term, and discount rate of 3%, 
the NPV of each landing adjusted for our fronthaul length is $257,464.  However, Mr. Tammaro has 
determined that  the value of our request should be tied to our real interest in the easement, not the 
right of way.  Fees for right of way such as the one charged in this example are no longer permitted 
under law.  As stated above, the easement portion of this agreement was $500,000 for six cables 
and covered an easement area much larger than contemplated in our request. 

ATT/Hollywood 

This agreement was reached in 1998, twenty-six years ago at the beginning of the Internet.  
According to Mr. Tammaro, compensation paid by AT&T to the City of Hollywood was provided in the 
form of public improvements, including building several miles of sidewalks and providing the city 
with its own dedicated terrestrial conduit @ ten miles in length. Estimated dollar value in 1998 was 
$400,000 to $600,000.  Based on further comments from Mr. Tammaro, we also understand this 
was an 8-conduit project.   Adjusted for inflation, this would be $1.154mm or $144.5K per conduit.   
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ARCOS/Sunny Isles 

This agreement was reached 17 years ago.  According to Mr. Tammaro, “compensation paid to a 
private party of $950,000 by developers of the ARCOS telecommunications system for temporary 
construction and permanent easements for three conduits.  No information about the nature of the 
site, size of the easement, duration, etc. was provided.  

Current Negotiations for pending transactions. 

Mr. Tammaro cites “current negotiations/transactions of which I am aware” as a further basis for his 
valuation.  DC BLOX rejects the idea that transactions that have not happened, for potential 
projects that have not occurred, should be used to assign value.  This would be equivalent of 
determining real estate values by the asking price verses closed transactions. 
 
State easement fees. As Mr. Tammaro wrote in his initial report to the council, The State of Florida 
requires a one-time payment for easements of twenty-five years duration. At current rates, each 
conduit and associated cable would be assessed @ $150,000.   
 

Beyond our view of these order comps that Mr. Tammaro referenced, he also dismissed more 
relevant comps that we provided.  Given the challenges of finding suitable locations in South 
Florida and the high cost of the area, most recent cables landing in the Southeastern US have 
terminated in Virginia Beach, Jacksonville, and Myrtle Beach.  Each of these markets currently has 
available capacity, and additional landings are under development in Myrtle Beach and Virginia 
Beach.  These are the primary landing sites that will compete with Flagler Beach for cables, so they 
are much more relevant comps compared to the outdated ones used by Mr. Tammaro. 

Myrtle Beach, South Carolina 

The easements for the landing site were granted by the State of SC for less than $100,000 in one-
time fees. There was no material cost for the right of way nor recurring annual fees.   The City of 
Myrtle Beach also extended special property tax incentives bringing the effective rate to 
approximately 0.4% to align with Virginia Beach.  Mr. Tammaro dismissed this comp saying, “I have 
no opinion about how other states are subsidizing these installations,” however, the valuation of our 
easement in South Carolina was based on statutory process that required a licensed appraiser to 
assess the value.  The appraiser used the diminished value standard, which was further reviewed by 
a governing board.  The valuation in SC was a true fair market value, and it was not based on a 
subsidy of any type.  Mr.  Tammaro also disputed this comp because it is not in Florida, but that 
disregards the fact that Myrtle Beach is a competitive landing site with Flagler Beach.  The value of a 
landing site to customers is not primarily tied to whether they are in a particular State. 

Jacksonville 

The cable landings in Jacksonville are trenched on the beach, and the beach manholes and 
fronthaul are located in the utility right of way.   Our understanding from customers in that market is 
there are little to no annual fees for their use of the right of way, which Mr. Tammaro has not 
disputed.  He maintains that Jacksonville is not a suitable comparison because no easement are 
involved.  This logic is fundamentally flawed because there is no way that a 30 foot easement under 
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a small strip of undevelopable land with a property value of $7326, nor the additional easements in 
the low lying area of Wickline Park, can justify a fair market value increase of $1.2mm.  Further, 
Jacksonville is a relevant comp, if for no other reason, it is an alternative landing spot vs. Flagler 
Beach for a cable terminating on the Southeastern coast of the United States. 

Virginia Beach, Virginia 

There is one existing Telxius landing in Virginia Beach with 4 bore pipes and another permitted 
landing site issued to Globalinx.  Both are $200,000 per bore pipe paid at the time each cable is 
permitted.  The landing area for Globalinx covered over 55,000 sq ft of a parking lot with no deed 
restrictions for commercial development, and the right of way is over 10km within the City with no 
annual fees.  The City of Virginia Beach also instituted a special property tax assessment for data 
centers and cable landing stations at 0.4%.  This is a very valuable landing location due to its 
proximity to that vast data center concentration in Northern VA, arguably one of the most premium 
landing locations on the East Coast.  This easement fee was also charged for each cable at the time 
each new cable landed. 

----------------------------- 

Based on the comps that DC BLOX would compete against to land new cable systems, we are 
comfortable supporting a net present value for a landing site not more than $200K per 
cable/conduit.  This number aligns exactly with Virginia Beach, is ten times more expensive than 
Myrtle Beach, much higher than Jacksonville, and even approaches the NPV of the Tyco/Boca Raton 
landing.   If we focus on a single landing site with six conduits, it also aligns with Mr. Tammaro’s NPV 
assessment of $1.2M for 6th St. South.   

DC BLOX Proposal 

What we receive as part of this proposal: 

• Given Mr. Tammaro’s feedback on the permitting process in FL, and his opinion of value for each 
landing site, we would like to narrow our focus to a single landing site at 6th St. South.   We will 
defer our efforts  at 11th St. North. 

• 35-year easement to pass under the City’s small parcels on the east side of A1A. 
• Easements for up to 2 OGBs on City property in Wickline Park 
• 35-year permits for 4 OGBS located in the utility right of way per our attached drawing.  
• 35-year permits for our use of right of way in the City of Flagler Beach for our one landing site 

and fronthaul.   
• A temporary access easement for up to 6 months to use a portion of the 6th St. Parking lot for 

construction operations.  We expect operations to take 3-5 months. 

Compensation: 

DC BLOX would pay a one-time fee of $200,000 per cable.  An “up-front” payment of $600,000, 
credited $200,000 to the fee for each of the first three cables, would be paid within 90 days after the 
FDEP and USACE permit to construct the outfall is received.  Since the easement will be needed to 
receive the permit, we will add a termination to the easement agreement should the FDEP permit 
not be attained by an outside date.  The remaining fees will be paid within 90 days after receipt of 
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City of Flagler Beach permit to land (i.e. pull into the manhole) each cable.  If a City permit is not 
required for this action, we are open to other language that aligns the timing of the payment to the 
cable landing when we start receiving revenue. 

As it relates to the deferral of payments for cables 4-6, Mr. Tammaro has suggested “payments 
should be fixed and not contingent on future utilization of the property.”  In justification of this 
position, he wrote, “The sites have a value that is not dependent on your success in attracting 
clients.”   DC BLOX maintains that the value the City is requesting for these easement are almost 
exclusively based on our business plan for using them, and not their inherent fair market value of 
the easement itself.  As we stated above, a “fair market value” of an easement to pass under a 
$7326 piece of property doesn’t rise to $1.2mm without assigning the specific value it potentially 
holds to the business requesting it.  In order for DC BLOX to bring a subsea cable landing station to 
the Flagler Beach area, we are already required to take substantial financial risk to build the landing 
station, landing site, and conduit system that links them together.  The City has very little risk or 
cost in granting this easement.  Additionally, our proposal aligns with the payments per cable in the 
Virginia Beach easement, the most expensive from the set of recent completed comps.  It also 
aligns with the very same approach used by the State of FL to charge a fee for each bore bipe 
easement across its public lands. 

Thank you in advance for your consideration of our request.  From the beginning of our engagement 
with the City of Flagler Beach in March of 2023, we have maintained a spirit of open communication 
with City officials, and we have always desired for Flagler Beach to participate in the financial and 
economic development benefits of our project.  We are hopeful this proposal achieves that goal. 
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