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DATE ISSUED: December 7, 2010 REPORT NO: PC-10-106
ATTENTION: Planning Commission, Agenda of December 16, 2010
SUBJECT: PROPOSED AMENDMENTS TO THE CENTRE CITY, MARINA,

AND GASLAMP QUARTER PLANNED DISTRICT ORDINANCES
FOR THE REVIEW PROCESSES FOR HOTEL PROJECTS —

PROCESS 5
OWNER/
APPLICANT: City of San Diego City Council
SUMMARY

Issue: Should the Planning Commission recommend that the City Council adopt an
ordinance amending the Centre City, Marina, and Gaslamp Quarter planned district
ordinances to require a Process 4 and Process 5 Site Development Permit (SDP) review
for hotels with more than 100 and 200 rooms, respectively, within the Downtown
Community Plan area?

Staff Recommendation: The City Council (“Council”) initiated these amendments on
September 14, 2010, and directed that an ordinance effectuating the proposed
amendments be brought back for adoption by the Council.

Community Planning Group Recommendation: At its October 20, 2010 meeting, the
Centre City Advisory Committee (CCAC), downtown’s official community planning
group, voted 17-0 to recommend that no changes be made to the existing review
processes for downtown hotels. Prior to initiation of the amendments by the Council, the
CCAC had voted 24-0 to oppose the initiation of the amendments on March 17, 2010.

Other Recommendations: On November 10, 2010, the Land Development Code
Monitoring Team (CMT) reviewed the proposed draft ordinance and voted 8-0 to oppose
the ordinance based on its inconsistency with the six goals of the Zoning Code Update
established by City Ordinance O-18451 which the CMT reviews in evaluating new
proposed land use regulations (see attached minutes). The Technical Advisory
Committee (TAC) to the Land Use and Housing Committee will review the ordinance at
its December 8, 2010 meeting, and staff will report any action by this committee at the
Planning Commission hearing.
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Environmental Review: This project is exempt from the California Environmental
Quality Act (CEQA) pursuant to State CEQA Guidelines Section 15061 (b)(3), which
states that “CEQA applies only to projects which have the potential for causing a
significant effect on the environment.” The proposed amendments to the regulations for
the review of downtown hotel projects would alter the entitlement review process for
hotel projects but would not amend where hotels are permitted or the development
standards for hotel projects. Therefore, the proposed amendments do not have the
potential to significantly impact the environment.

Fiscal Impact Statement: None.

Code Enforcement Impact: None.

Housing Impact Statement: None.

DISCUSSION:

On September 14, 2010 the Council voted 6-2 in favor of initiating amendments to the three
planned district ordinances within the Downtown Community Plan area to amend the review
processes for hotel projects. Currently, hotel projects are reviewed and approved by the Centre
City Development Corporation (“Corporation”) through a development permit and design
review process established in 1992 and last revised in 2006, unless there is Redevelopment
Agency of the City of San Diego (“Agency”) property or other financial agreement involved.
The Council directed staff to process the proposed ordinance to require the following:

1. Process 4 SDP review for hotel projects between100 and 200 rooms, requiring a public
hearing before the Corporation Board of Directors in lieu of the Planning Commission,
subject to an appeal hearing before the Council.

2. Process 5 SDP review for hotel projects with more than 200 rooms, with required public
hearings before the Corporation Board of Directors and Council.

An alternative motion, defeated on a 5-3 vote, would have initiated amendments to provide for
Council review of most downtown projects, either on appeal or by automatic review.

Attached to this report is the draft ordinance prepared by the City Attorney’s office pursuant to
this Council direction. Also attached to this report is the Report to City Council for the
September 14, 2010 meeting which includes all of the background information for the proposed
amendments, including public correspondence.
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CONCLUSION:

Amendments to the downtown planned district ordinances require a Process 5 review. The City
Council has directed staff to process the attached ordinance for review by the Planning
Commission and final consideration by the Council for adoption.

Respectfully submitted, Concurred by:

2L -

Brad Richter
Assistant Vice President, Planning i ice’President & Chief Financial
Officer

Attachments: A - Draft Ordinance for Amendments to the Centre City, Marina, and Gaslamp
Quarter Planned District Ordinances
B - City Council Resolution R-306132
C - September 14, 2010 Report to City Council
D - Minutes of the November 10, 2010 Code Monitoring Committee
E - Notice of Public Hearing

s:\richter\pdo updates\2010 hotel reviews\111810 pc.doc



ATTACHMENT A (0-2011-)

ORDINANCE NUMBER O- (NEW SERIES)

DATE OF FINAL PASSAGE

AN ORDINANCE AMENDING CHAPTER 15, ARTICLE 6,
DIVISION 3 OF THE SAN DIEGO MUNICIPAL CODE BY
AMENDING SECTIONS 156.0304 AND 156.0308, AND TABLE
156-0308A; AMENDING CHAPTER 15, ARTICLE 7, DIVISION 2
BY AMENDING SECTION 157.0201; AMENDING CHAPTER 15,
ARTICLE 11, DIVISION 2 BY AMENDING SECTION 1511.0203;
AND AMENDING CHAPTER 15, ARTICLE 11, DIVISION 3 BY
AMENDING SECTION 1511.0301, ALL PERTAINING TO
DOWNTOWN HOTEL DEVELOPMENT.

BE IT ORDAINED, by the Council of the City of San Diego as follows:

Section 1. That Chapter 15, Article 6, Division 3 of the San Diego Municipal Code is
amended by amending sections 156.0304 and 156.0308, and Table 156-0308 A to read as follows:

§156.0304  Administration and Permits
(a) [No change in text.]
(b)  Permit Required
The following permits are subject to the development review and permit
procedures in this Article: Centre City Development Permits, Neighborhood
Use Permits, Conditional Use Permits, Coastal Development Permits, Site
Development Permits, Planned Development Permits, and Variances.
(1) through (3) [No change in text.]
4 Site Development Permit
A Site Development Permit decided in accordance with Process Four
is required for development of a hotel or motel with 100 to 200 guest
rooms except that the CCDC Board shall act in lieu of the Planning

Commission. A Site Development Permit decided in accordance with
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Process Five is required for development of a hotel or motel with

greater than 200 guest rooms except that the CCDC Board shall act in

lieu of the Planning Commission.

§156.0308  Base District Use Regulations

(a)
(b)

[No change in text.]

Previously Conforming Land Uses

Land uses that were legally established under previous regulations but that do

not conform to the land use regulations of this Article may continue to exist

and operate pursuant to Chapter 12, Article 7, Division 1 of the Land

Development Code, with the following exceptions: (1) the gross floor area of

previously conforming uses may be expanded up to 100 percent through a

Neighborhood Use Permit, and (2) expansion or enlargement of previously

conforming hotels or motels with greater than 100 guest rooms or that would

result in greater than 100 guest rooms is subject to Section 156.0304(b)(4).

Table 156-0308A: CENTRE CITY PLANNED DISTRICT USE REGULATIONS

L = Limited Use;

LEGEND: P = Permitted by Right; C = Conditional Use Permit Required; -- = Use Not Permitted;

N = Neighborhood Use Permit Required; S = Site Development Permit Required

Use Categories/
Subcategories

wM® MC |RE |PP |T°

PC

oS

cc?

Additional
Regulations

Main Street/

Commercial

Street/Emp-
loyment
Required
QOverlays

Public
Park/Plaza/Open
Space through
Retail Sales [No
change in text.]

[No change in text.]

Commercial Services

-PAGE 2 OF 7-




(0-2011-)

Animal Grooming
& Veterinary
Offices through
Radio and
Television Studios
[No change in
text.]

[No change in text.]

Visitor Accommodations

Hotels and
Motels

s| s |s| s

156.0304(b)(4)

CS E

Separately
Regulated
Commercial
Service Uses
through Other
Use
Requirements,
Temporary Uses
[No change in
text.]

[No change in text.]

Footnotes to Table 156-0308A

I through 4 [No change in text.]

5 Requires active ground-floor uses along street frontages.

6 through 12 [No change in text.]

Table 156-0308B [No change in text.]

Section 2. That Chapter 15, Article 7, Division 2 of the San Diego Municipal Code is

amended by amending section 157.0201 to read as follows:

§157.0201

(a)
(b)

[No change in text.]

Permits

(1) through (3) [ No change in text.]

(4)  Site Development Permit

(A) through (B) [No change in text.]

©
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A Site Development Permit decided in accordance with

Process Four is required for development of a hotel or motel

with 100 to 200 guest rooms except that the CCDC Board of




(0-2011-)

Directors shall act in lieu of the Planning Commission. A Site
Development Permit decided in accordance with Process Five
is required for development of a hotel or motel with greater
than 200 guest rooms except that the CCDC Board of
Directors shall act in lieu of the Planning Commission.

(D)  Expansion or enlargement of previously conforming hotels or
motels with greater than 100 guest rooms or that would result
in greater than 100 guest rooms is subject to Section

157.0201(b)(4)(C).

Section 3. That Chapter 15, Article 11, Division 2 of the San Diego Municipal Code is
amended by amending section 1511.0203 to read as follows:

§1511.0203 Conditional Use Permits and Site Development Permits

(a) through (c) [No change in text.]

(d

()

A Site Development Permit decided in accordance with Process Four is
required for development of a hotel or motel with 100 to 200 guest rooms in
accordance with Section 112.0507 except that the CCDC Board of Directors
shall act in lieu of the Planning Commission. A Site Development permit
decided in accordance with Process Five is required for development of a
hotel or motel with greater than 200 guest rooms in accordance with Section
112.0509 except that the CCDC Board of Directors shall act in lieu of the
Planning Commission.

Expansion or enlargement of previously conforming hotels or motels with
greater than 100 guest rooms or that would result in greater than 100 gues?

rooms is subject to Section 1511.0203(d).
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Section 4. That Chapter 15, Article 11, Division 3 of the San Diego Municipal Code is
amended by amending section 1511.0301 to read as follows:

§1511.0301 Use Classifications for the Marina Planned District
Use classifications for the Marina Planned District are illustrated geographically in
Diagram 1511-03A of this Planned District Ordinance.
(a) through (d) [No change in text.]
(e) Nonresidential Uses
(1) through (3) [No change in text.]
4) Mixed Hotel/Residential Development
In the area designated Subarea 1 on Diagram 1511-03B of this
Planned District Ordinance, mixed uses including hotel and
residential are permitted except that development of a hotel or motel
with greater than 100 guest rooms is subject to a Site Development
Permit in accordance with Sections 1511.0203(d) and (e).
(A) through (D) [No change in text.]
(5) Hotel Subarea 2
In the area designated Subarea 2 on Diagram 1511-03B, the following
hotel uses are permitted except that development of a hotel or motel
with greater than 100 guest rooms is subject to a Site Development
Permit in accordance with Sections 1511.0203(d) and (e):
(A) through (C) [No change in text.]
Section 5. That a full reading of this ordinance is dispensed with prior to its passage, a

written or printed copy having been made available to the City Council and the public prior to the

day of its passage.
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Section 6. That this ordinance shall take effect and be in force on the thirtieth day from and
after its final passage, except that the provisions of this ordinance applicable inside the Coastal
Overlay Zone, which are subject to California Coastal Commission jurisdiction as a City of
San Diego Local Coastal Program amendment, shall not take effect until the date the California
Coastal Commission unconditionally certifies those provisions as a local coastal program
amendment.

Section 7. That City departments and the Centre City Development Corporation are
instructed not to issue any permit for development that is inconsistent with this ordinance unless
application for such permit was submitted and deemed complete by the Mayor or the Centre City

Development Corporation prior to the date this ordinance becomes effective.

APPROVED: JAN I. GOLDSMITH, City Attorney

By

Heidi K. Vonblum
Deputy City Attorney

HKV:cw
09/17/10
Or.Dept: CCDC
PL# 2010-00272
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I hereby certify that the foregoing Ordinance was passed by the Council of the City of San Diego, at
this meeting of .

ELIZABETH S. MALAND

City Clerk
By
Deputy City Clerk
Approved:
(date) JERRY SANDERS, Mayor
Vetoed:
(date) JERRY SANDERS, Mayor

-PAGE 7 OF 7-
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STRIKEOUT ORDINANCE

OLD LANGUAGE: STRIKEOUF
NEW LANGUAGE: UNDERLINE

ORDINANCE NUMBER O- (NEW SERIES)

DATE OF FINAL PASSAGE

AN ORDINANCE AMENDING CHAPTER 15, ARTICLE 6,
DIVISION 3 OF THE SAN DIEGO MUNICIPAL CODE BY
AMENDING SECTIONS 156.0304 AND 156.0308, AND TABLE
156-0308A; AMENDING CHAPTER 15, ARTICLE 7, DIVISION 2
BY AMENDING SECTION 157.0201; AMENDING CHAPTER 15,
ARTICLE 11, DIVISION 2 BY AMENDING SECTION 1511.0203;
AND AMENDING CHAPTER 15, ARTICLE 11, DIVISION 3 BY
AMENDING SECTION 1511.0301, ALL PERTAINING TO
DOWNTOWN HOTEL DEVELOPMENT.

§156.0304  Administration and Permits
(@ [No change in text.]
(b) Permit Required
The following permits are subject to the development review and permit
procedures in this Article: Centre City Development Permits, Neighborhood
Use Permits, Conditional Use Permits, Coastal Development Permits, Site
Development Permits, Planned Development Permits, and Variances.

(1) through (3) [No change in text.]

4) Site Development Permit

ite Deve ent Permit decided in accordance wi roce ur
is requir velopment of a hotel or motel wi 0 to 200 guest
rooms exce at the Board shall act in lieu of the Plannin
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ission. A Site Dev
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ocess Five is required for devel

cater t 200 guest rooms except

ieu of

lanning Commission.

§156.0308 Base District Use Regulations

(a)
(b)

[No change in text.]

Previously Conforming Land Uses

ment of a hote

(0-2011-)

it decided in accor

ce wi

tel wi

at the CCDC Board

1] act |

Land uses that were legally established under previous regulations but that do

not conform to the land use regulations of this Article may continue to exist

and operate pursuant to Chapter 12, Article 7, Division 1 of the Land

Development Code, with the following exceptions; that(1) the gross floor

area of previously conforming uses may be expanded up to 100 percent

through a Neighborhood Use Permit, and (2) expansion or enlargement of

reviously con

at wou sult i er th 0

Section 156.0304(b)(4).

est

ing hotels or motels with ter 10

oms is subject

uest rooms o

Table 156-0308A: CENTRE CITY PLANNED DISTRICT USE REGULATIONS

LEGEND: P = Permitted by Right, C = Conditional Use Permit Required; -- = Use Not Permitted;
L = Limited Use; N = Neighborhood Use Permit Required; S = Site Development Permit Required

Use Categories/

Main Street/

Retail Sales [No
change in text.]

Subcategories - Commercial
¢ INc [ErR |BP WM |Mc [RE |¥ |T° |pc |o0s |ccg | Additional | Street/Emp-
Regulations loyment
Required
Overlays
Public [No change in text.]
Park/Plaza/Open
Space through
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Commercial Services

Animal Grooming

& Veterinary

Offices through

Radio and [No change in text.]

Television Studios

[No change in

text.]

Visitor Accommodations

Hotels and P s
Motels s PS" |PS | PS |PS|PS| - | |- |PS| - | PS | 1560304(y4) | CS,E

Separately [No change in text.]

Regulated

Commercial

Service Uses

through Other

Use

Requirements,

Temporary Uses

[No change in

text.]
Footnotes to Table 156-0308A
1 through 4 [No change in text.]
5 Upte200rooms-permitted: Requires active ground-floor uses along street frontages.
6 through 12 [No change in text.]
Table 156-0308B [No change in text.]
§157.0201 Gaslamp Quarter Approvals and Permits

(a) [No change in text.]
(b) Permits
(1) through (3) [ No change in text.]
(4) Site Development Permit
(A) through (B) [No change in text.]
() Site Develo it decided in accordance wit

Process Four is required for development of a hotel or motel

wi

Directors shall act in lieu of the Planning Commission. A Site
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Development Permit decided in accordance with Process Five

is required for development of a hotel or motel with greater
200 guest rooms except that the CCDC Board o
irectors ] act in lieu of the Planning Commissio

(D) Expansio enlargement reviously con ing hotels or

motels wi eat 00 guest rooms or that would resul
in greater than 100 guest rooms is subject to Section
157.020 4)(C
§1511.0203 Conditional Use Permits and Site Development Permits
(a) through (c) [No change in text.]
(d)  ASite Development Permit decided in accordance with Process Four is
uired for dev ent of a hotel or motel with 100 to 2 est rooms i
cordance with Section 112.0507 except that the C Board of Directo
all actin li e Planning Commission. A Site Deve ent permit
decided in accordance with Process Five is required for developme a
hotel o el with greate 2 est rooms in accordance with Section
12.0509 except that the CCDC Board of Directors shall act in lieu of the
P ing Commission.
(e) ansj e ement of previously conforming hotels or motels with
eater 00 guest ro or that would result in greater 00 guest
rooms i ject to Section 1511.0203(d).
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§1511.0301 Use Classifications for the Marina Planned District
Use classifications for the Marina Planned District are illustrated geographically in
Diagram 1511-03A of this Planned District Ordinance.
(a) through (d) [No change in text.]
(e) Nonresidential Uses
(1) through (3) [No change in text.]
€)) Mixed Hotel/Residential Development
In the area designated Subarea 1 on Diagram 1511-03B of this
Planned District Ordinance, mixed uses including hotel and
residential are permitted_except that development of a hotel or motel
with greater than 100 guest rooms is subject to a Site Development
Permit i ce with Sections .0203(d) and (e).
(A) through (D) [No change in text.]
®)) Hotel Subarea 2
In the area designated Subarea 2 on Diagram 1511-03B, the following
hotel uses are permitted_except that development of a hotel or motel
i eater than 100 guest rooms is subject to a Site Developm:
ermit in accor e with Sections 1511.0203(d) and (e):
(A) through (C) [No change in text.]
HKV:cw
09/17/10

Or.Dept: CCDC
PL#2010-00272
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ATTACHMENT B
GLERK'S FPILL GO8Y
RESOLUTION NUMBERR-_ 37 K139

DATE OF FINAL PASSAGE _ (JCT @ 1 2010

A RESOLUTION OF THE COUNCIL OF THE CITY OF

SAN DIEGO INITIATING AMENDMENTS TO THE LAND
DEVELOPMENT CODE AND THE CENTRE CITY, MARINA,
AND GASLAMP QUARTER PLANNED DISTRICT

ORDINANCES.
WHEREAS, the City Council may initiate changes to the development controls of a

(R-2011-36 REV.)

planned district by resolution pursuant to San Diego Municipal Code section 151,0202; and

WHEREAS, on May 19, 2010, the Land Use and Housing Committee of the City Counci)
. voted 3-1 to direct the City Attorney to prepare an ordinance that would require a Site
Development Permit in accordance with Process Four for downtown hotel projects with 100 to
200 rooms and a Planned Development Permit in accordance with Process Five for hotel projects

with 200 or more rooms, with the CCDC Board acting in lieu of the Planning Commission;

WHEREAS, this activity is not a “project™ and is therefore not subject to the Califomi_a

Environmental Quality Act [CEQA] pursuant to CEQA Guidelines Section 15060(c)(3); NOW

THEREFORE,

BE IT RESOLVED, by the Council of the City of San Diego that initiation of
amendments to the Land Development Code and the Centre City, Marina, and Gaslamp Quarter
Planned District Ordinances necessary to require a Site Development Permit in accordance with
Process Four for downtown hotel projects with 100 to 200 rooms and to require a Site
Development Permit in accordance with Process Five for hotel projects with 200 or more rooms,

with the CCDC Board acting in lieu of the Planning Commission, is hereby authorized.

-PAGE 1 OF 2-

220



(R-2011-36 REV.)

BE IT FURTHER RESOLVED, that the Centre City Development Corporation is

directed to assist in processing the amendments initiated by this ordinance.

BE IT FURTHER RESOLVED, that the Mayor’s Office is requested to assist in

processing the amendments initiated by this ordinance.

APPROVED: JAN 1. GOLDSMITH, City Attorney

By
Heidi K. Vonblum
Deputy City Attorney

HKV:js:cw

07/06/10

09/20/10 REV.
Or.Dept: LU&H
ProLaw# 2010-00272

I hereby certify that the foregoing Resolution was passed by the Council of the City of San

Diego, at this meeting of
S :
City Cleyk /////,/

By

Deputy C&@l@y !

Approved:

(date) JERRY SANDERS, Mayor

Vetoed:

(date) JERRY SANDERS, Mayor

PLEASE NOTE: The Mayor did not sign this resolution within the
specified time limit. See San Diego Charter Section 280(c)(4).

-PAGE 2 OF 2- ]2\ 06§32



ATTACHMENT C

REQUEST FOR COUNCIL ACTION

CERTIFICATE NUMBER
(FOR COMPTROLLER’S USE ONLY)

CITY OF SAN DIEGO
TO: FROM (ORIGINATING DEPARTMENT): | DATE:
CITY COUNCIL City Council Committees 06/25/2010

SUBIJECT: Potential Amendments to the Centre City, Marina, and Gaslamp Quarter Planned District Ordinances
for the Review of Hotel Projects in the Downtown Community Plan Area

PRIMARY CONTACT (NAME, PHONE):
Stephen Hill, 236-6137 MS10A

SECONDARY CONTACT (NAME, PHONE):
Brad Richter, 533-7115

COMPLETE FOR ACCOUNTING PURPOSES

FUND

DEPT / FUNCTIONAL
AREA

ORG / COST CENTER

OBJECT / GENERAL
LEDGER ACCT

JOB / WBS OR
INTERNAL ORDER

C.1.P./CAPITAL PROJECT
No.

AMOUNT

FUND

0.00 0.00

0.00

0.00

0.00

DEPT / FUNCTIONAL
AREA

ORG / COST CENTER

OBJECT / GENERAL
LEDGER ACCT

JOB / WBS OR
INTERNAL ORDER

C.1.P./CAPITAL PROJECT
No.

AMOUNT

0.00 0.00

0.00

0.00

0.00

COST SUMMARY (IF APPLICABLE):

ROUTING AND APPROVALS

CONTRIBUTORS/REVIEWERS:

APPROVING
AUTHORITY

APPROVAL
SIGNATURE

DATE
SIGNED

City Attorney

ORIG DEPT.

Hill, Stephen

6/30/2010

Land Use and Housing
Committee

CFO

COO

CITY ATTORNEY

COUNCIL
PRESIDENTS OFFICE

JuradoSainz, Diana

8/16/2010

PREPARATION OF:

| Xl RESOLUTIONS | [ ] ORDINANCE(S) | [ ] AGREEMENT(S) | [ ] DEED(S)

That the City Council consider the issues surrounding the review of hotel projects in the Downtown Community
Plan area and direct staff to either 1) prepare potential amendments to the Centre City, Gaslamp Quarter, and
Marina Planned District Ordinances or 2) take no action to initiate potential amendments.




STAFF RECOMMENDATIONS:
Consider alternatives and provide direction.

SPECIAL CONDITIONS (REFER TO A.R. 3.20 FOR INFORMATION ON COMPLETING THIS SECTION)

COUNCIL DISTRICT(S): 2

COMMUNITY AREA(S): Downtown

ENVIRONMENTAL IMPACT: | This activity to initiate amendments to the Downtown PDO is not a "project”
(State CEQA Guidelines Section 15060(c)(3)). The draft ordinance for the
Downtown PDO amendments, when prepared, will be subject to CEQA
review when the specific contents of the ordinance are available for
environmental assessment.

CITY CLERK INSTRUCTIONS:




COUNCIL ACTION

EXECUTIVE SUMMARY SHEET
CITY OF SAN DIEGO

DATE: 06/25/2010

ORIGINATING DEPARTMENT: City Council Committees

SUBJECT: Potential Amendments to the Centre City, Marina, and Gaslamp Quarter Planned
District Ordinances for the Review of Hotel Projects in the Downtown Community Plan Area
COUNCIL DISTRICT(S): 2

CONTACT/PHONE NUMBER: Stephen Hill/236-6137 MS10A

REQUESTED ACTION:

Initiate Amendments

STAFF RECOMMENDATION:

Consider alternatives and provide direction.

EXECUTIVE SUMMARY OF ITEM BACKGROUND: On May 19, 2010 the Land Use and
Housing Committee voted 3-1 (Young, Gloria, Lightner - yea, Faulconer - no) to direct the City
Attorney to prepare an ordinance that would require a Site Development Permit in accordance
with Process 4 for downtown hotel projects with 100 to 200 rooms and a Planned Development
Permit in accordance with Process S for hotel projects with 200 or more rooms, with the CCDC
Board acting in lieu of the Planning Commission.

The intent of the ordinance is to consider these developments as they impact land use
considerations such as noise, traffic, air quality and aesthetics, as well as consistency with other
elements of the General Plan, including the Economic Prosperity Element. The motion also
requests that the Mayor’s office assist in processing these proposed amendments in accordance
with the City’s Municipal Code.

FISCAL CONSIDERATIONS: None with this action. The processing of potential amendments,
if initiated, will require the expenditure of approximately $20-$25,000 for the preparation of
appropriate environmental review documents and public noticing, funds of which are available in

the FY 2011 Centre City Redevelopment Project Budget.
EQUAL OPPORTUNITY CONTRACTING INFORMATION (IF APPLICABLE): N/A

PREVIOUS COUNCIL and/or COMMITTEE ACTION: The Rules Committee referred this
matter to the Land Use and Housing Committee (LU&H) on July 15, 2009. The LU&H
Committee considered the proposal at its October 21, 2009 meeting, accepted public testimony,
and discussed the proposal to initiate amendments to the land use regulations for downtown hotel
projects. The Committee voted to continue the item and requested a legal analysis of the
potential amendments from the City Attorney's office (issued February 5, 2010 and attached) and
an economic impact analysis from the Office of the Independent Budget Analyst (issued May 19,

2010)

On May 12, 2010, the LU&H Committee received a revised amendment proposal from the
attorneys representing Unite Here, a hotel workers union, which requested that Process 4 and



Process 5 land use entitlement reviews be established for downtown hotels in lieu of the previous
design review process amendments. After considering more public testimony, the LU&H
Committee voted 3-1 to take the following action:

Direct the City Attorney to prepare an ordinance that would require a Site Development Permit
in accordance with Process 4 for downtown hotel projects with 100 to 200 rooms and a Planned
Development Permit in accordance with Process 5 for hotel projects with 200 or more rooms,
with the CCDC Board acting in lieu of the Planning Commission.

The intent of the ordinance is to consider these developments as they impact land use
considerations such as noise, traffic, air quality and aesthetics, as well as consistency with other
elements of the General Plan, including the Economic Prosperity Element. The motion also
requests that the Mayor’s office assist in processing these proposed amendments in accordance

with the City’s Municipal Code.

COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS: On March 17,
2010, the Centre City Advisory Committee considered the issue and voted unanimously (24-0) to
recommend that no changes be initiated to the review processes for downtown hotels.

CCDC staff met with the Chamber of Commerce, the Downtown Partnership, and
representatives of the labor community to discuss the proposals.

KEY STAKEHOLDERS AND PROJECTED IMPACTS: the proposed regulations could affect
landowners and developers interested in the development of new hotels in the downtown
community planning area, as well as the future workers in any future hotel.

Hill, Stephen
Originating Department
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L e Corporation REPORT NO. CCDC-10-08
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DATE ISSUED: July 21, 2010
ATTENTION: Council President and City Council
Docket of July 27, 2010

ORIGINATING DEPT.: Centre City Development Corporation
SUBJECT: Potential Amendiments to the Centre City, Marina, and Gaslamp

Quarter Planned District Ordinances for the Review of Hotel
Projects in the Downtown Community Plan Area

COUNCIL DISTRICTS: 2 and 8

REFERENCE: None
STAFF CONTACT: Brad Richter, Assistant Vice President, Planning

REQUESTED ACTION: That the City Council (“Council”) consider the issues surrounding the
review of hotel projects in the Downtown Community Plan area and direct staff to either 1)

prepare potential amendments to the Centre City, Gaslamp Quarter, and Marina planned district
ordinances (“PDOs”) or 2) take no action to initiate potential amendments.

STAFF RECOMMENDATION: That the Council not initiate potential amendments to the
PDO:s for the review of hotel projects in the downtown community planning area.

SUMMARY: The Council’s Land Use and Housing Committee (“LUH Committee”) has
recommended, by a 3-1 vote, the initiation of amendments to the planned district ordinances
within the Downtown Community Plan area to amend the review processes for hotel projects.
Currently, hotel projects are reviewed and approved by Centre City Development Corporation
through a development permit and design review process, unless there is Redevelopment Agency
property or other financial agreement involved. The LUH Committee recommended a Process 4
review for hotel projects between of at least 100, but less than, 200 rooms and a Process 5 review

for hotels with 200 or more rooms.

FISCAL CONSIDERATIONS: None with this action. The processing of potential amendments,

. if initiated, will require the expenditure of approximately $20-25,000 for the preparation of
appropriate environmental review documents.and public noticing, funds of which are available in
the FY 2011 Centre City Redevelopment Project Budget.

PLANNING COMMISSION RECOMMENDATION: If the Council initiates the review of
potential amendments, the Planning Commission will hold a public hearing on the proposals and
will make a recommendation to the Council.

401 B Street, Suite 400 152n Diego, CA 92101-4298 1 Phone 618-235-2200 1 Fax 619-236-9148 1 www.ccde.com

] &3 Printed on recydled poper .



Council President and City Council
Docket of July 27, 2010
Page 2

CENTRE CITY ADVISORY COMMITTEE (CCAC) RECOMMENDATION: On March 17,
2010, the CCAC (downtown’s officially recognized community planning group) considered the
issue and voted unanimously (24-0) to recommend that no changes be initiated to the review

processes for downtown hotels.

COMMUNITY PARTICIPATION AND PUBLIC QUTREACH EFFORTS: Staff has met with
the Chamber of Commerce, the Downtown Partnership, and representatives of the labor
community to discuss the proposals.

BACKGROUND:

In June, 2009, Council President Ben Hueso and Councilmember Donna Frye sent a memo to the
LUH Committee requesting that it recommend to the City Council the initiation of amendments
to the downtown planned district ordinances (PDOs) to allow hotel projects which contain more
than 100 rooms to be subject to a higher level of review, with final design review approval by the

Redevelopment Agency (memo attached).

The LUH Committee considered the proposal at its October 21, 2009 meeting, accepted public
testimony, and discussed the proposal to initiate amendments to the land use regulations for
downtown for hotel projects. The Committee voted to continue the item-and requested a legal
analysis of the potential amendments from the City Attorney’s office (issued February 5, 2010
and attached) and an economic impact analysis from the Office of the Independent Budget

Analyst (issued May 19, 2010).

On May 12, 2010, the LUH Committee received a revised amendment proposal from the
attorneys representing Unite Here, a hotel workers union, which requested that Process 4 and
Process 5 land use entitlement reviews be established for downtown hotels in lieu of the previous
design review process amendments. After considering more public testimony, the LUH
Committee voted 3-1 to take the following action:

Direct the City Attomcy to prepare an ordinance that would require a Site Development
Permit in accordance with Process 4 for downtown hotel projects with 100 to 200 rooms
and a Plapned Development Permit in accordance with Process 5 for hotel projects with
200 or more rooms, with the CCDC {Centre City Development Corporation, or
“Corporation”) Board acting in lieu of the Planning Commission. The intent of the
ordinance is to consider these developments as they impact land use considerations such
as noise, traffic, air quality and aesthetics, as well as consistency with other elements of
the General Plan, including the Economic Prosperity Element.

Under San Diego Municipal Code Section 103.0106, amendments to a planned district ordinance
may be initiated by resolution of the Planning Commission or Council. If the Council initiates
the proposed amendments, the proposals will be further evaluated by staff, environmental review
completed, and specific proposals brought before the CCAC, the Corporation Board, the
Planning Commission, and then to the City Counctl for final consideration.



Cc;uncil President and City Couﬁcil
Docket of July 27, 2010
Page 3

DISCUSSION:

In 1992, the Centre City Redevelopment Project Area (“Project Area”) was established, greatly
expanding and consolidating existing downtown redevelopment efforts. In addition to
conducting the downtown redevelopment functions for the City of San Diego (“City™), the
Corporation was also assigned the City’s planning and development entitlement responsibilities
in order to create a “one-stop shop” to expedite development review in coordination with the
redevelopment efforts and goals of the Centre City and Horton Plaza redevelopment plans. The
City adopted the Centre City Community Plan, establishing clear goals and policies for the
redevelopment of downtown and adopted the Centre City PDO, which established an
administrative review for issuance of Development Permits in order to expedite project review
based on specific development standards to provide well-designed, pedestrian-friendly
developments. In addition, a Program Environmental Impact Report (EIR) was established for
the redevelopment project areas which provides for an expedited environmental review process
consistent with the California Environmental Quality Act (CEQA). These actions were taken in
order to:

1. Eliminate blight in the downtown area,

2. Provide incentives for property owners and developers to participate in the City’s
redevelopment efforts and encourage reinvestment in the downtown area.

3. Provide a clear, comprehensive, and public development review process for the
development community, property and business owners, and residents.

4. Reduce the project review time and eliminate uncertainty which could discourage
reinvestment in the downtown.

5. Base land use decisions on sound planning goals and policies by removing politics from

the process.

The Agency also sought to ensure that downtown projects achieved a high level of design
quality, and Agency Resolution 2130 establishes different levels of design review based on the
size of the project. Resolution 2130 specifically removed the City’s Planning Commission from
the review process in order to expedite the review of development plans. The Corporation Board
is designated as the Design Review Board for the Centre City Redevelopment Project Area. Itis
the review authority for projects that contain more than 50 dwelling units and commercial
projects that contain at least 100,000 square feet of gross floor area (GFA). Smaller projects are
reviewed and approved administratively by Corporation staff. For projects involving Agency
approval of an agreement or use of Agency funds, the Agency is the final design review approval
body. These thresholds and procedures were incorporated into the Centre City PDO in 2006. As
part of the process, the CCAC makes recommendations on all projects going to the Corporation

Board for approval.

Currently, the PDOs, similar to the Land Development Code (LDC), permit land uses by “right”
or by various discretionary use processes under the LDC’s Separately Regulated Use clauses of
the LDC. Hotels and other visitor accommodations are land uses permitted by right in all
downtown land use districts similar to the rest of the City. Separately Regulated Uses, which
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require higher levels of review, such as the Process 4 or 5 reviews suggested in the attached
memo, typically include Homeless Facilities, Correctional Placement Facilities, Transitional
Housing Facilities, and developments that request deviations from the adopted development
standards. These land uses or developments typically have unique characteristics which warrant
discretionary review processes to ensure they are compatible with surrounding land uses, and can
have special conditions attached to a permit to ensure they do not adversely impact the

surrounding neighborhood.

Consolidation of redevelopment and planning functions and the establishment of the current
project review process downtown have resulted in an expedited development review process that
has been cited as a model throughout the state and the country. The July 10, 2009 Performance
Audit of the Corporation found that the current review processes “appear to be in line with
established best practices, including efforts to streamline the design review process”. The review
processes established in 1992 greatly assist in downtown redevelopment efforts to eliminate
blight, attract businesses and development to downtown, and implement the vision, goals and
policies of the Downtown Community Plan. In addition, it provides a clear and public process
for downtown residents, business owners and property owners interested in the implementation
of the redevelopment and commaunity plans for downtown. For projects that require Corporation
Board approval, there are five public meetings that occur before a project is approved.

Requiring additional levels to the review process for hotels in the Downtown Community Plan
area could have the following impacts:

1. Increase the review time and costs for hotel development proposals, eliminating the
efficiency of the current expedited review process.

2. Introduce new uncertainties in the review process, placing downtown hotels ata
disadvantage in attracting hotel operators and financial investors.

3. Create a disadvantage for downtown when compared to other parts of the City.

4. Discourage hotel development downtown which provides important synergies with the
Convention Center and Gaslamp Quarter.

5. Result in the loss of Transit Occupancy Tax revenues anticipated with new hotel

development. Redevelopment efforts have resulted in more than 9,000 hotel rooms being

constructed downtown, resulting in approximately $50 million annually in new transient

occupancy taxes (TOT) for the City’s general fund.

Eliminate potential construction and permanent employment opportunities.

Adversely impact diversity as new conditions could disfavor some small businesses.

Create an additional hurdle to development projects in an already challenged economy.

Adversely affect the redevelopment program for downtown.

0 %N o

During the two LUH Committee meetings, testimony from supporters for the proposed
amendments was almost exclusively focused on the wages and benefits provided to hotel
workers. It was also discussed that the economic impacts from downtown hotels should be
evaluated in the context of the City’s General Plan Economic Prosperity Element due to the
substantial incentives provided to downtown hotels in the form of expedited review, lower
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Development Impact Fees (DIFS), higher densities allowed, and the use of Redevelopment
Agency funds. In its recommendation to initiate the amendments for greater review of
downtown hotel projects, the LUH Committee ciied “land use considerations such as noise,
traffic, air quality and aesthetics, as well as consistency with other elements of the General Plan,

including the Economic Prosperity Element.”

The land use considerations of hotel projects have been evaluated in the adoption of the
Downtown Community Plan, the three PDOs for downtown, and the Program EIR for these
planning documents. Downtown is intended to become a dense, urban mixed-use community
where very large buildings with a variety of land uses including, but not limited to, residential,
retail, office, hotel, and school uses can, and currently do, co-exist in close proximity to each
other. Over the past decade, hotel proposals going through the process have been supported by
the CCAC and surrounding neighbors, with very limited concerns expressed about land use
issues. As evidenced in the LUH Committee meetings, most opposition discussion concerning
hotels has been concerning the wages and benefits of the workers.

If, therefore, the Council is seeking to address the wage and benefit issues surrounding hotel
development the discussion should be based on the Economic Prosperity Element of the General
Plan. In this chapter, the General Plan discusses that visitor-services industries are expecied to
continue to generate employment growth which is not expected to generate a high proportion of
middle-income jobs for San Diego residents. Typically, the average annual salary for employees
in the visitor service industry is half of the regional average wage, ranking it among the lowest of
all of the key industries in the San Diego region. Policy EP-1.23 states “Provide business
incentive programs for private, tourist-related development projects which offer good
employment opportunities with self-sufficient wages, training, and programs that result in career
ladders for employees.”

The higher review processes proposed could require an evaluation of compliance with this policy
if it is found that the City, through its redevelopment programs, does provide business incentive
programs for downtown hotels and therefore should expect that projects provide self-sufficient
wages to their employees. Already cited have been a variety of programs or efforts, which can

be examined as follows:

1. Expedited Review — downtown does have an expedited review process, but this process
applies to all projects, not just hotels, and govemment efficiency through good planning
efforts should not be viewed as an economic subsidy.

2. Higher densities — downtown provides the highest densities in the region with the intent of
accommodating a significant portion of anticipated regional growth, relieving development
and density pressures on older neighborhoods, rather than as an economic subsidy.

3. Lower DIFS — the Centre City DIFS were established for the first time in 2005 for fire
stations and parks and apply to all development downtown. Hotels are not provided with
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lower DIFS compared with any other development downtown which could be viewed as an
economic subsidy.

4. Use of Agency funds — California Redevelopment Law prohibits tax increment funds from
being used directly for the construction of market rate residential or commercial buildings.
The Agency has entered into agreements with developers for the development of hotels, such
as through the sale of Agency owned land for a project including hotel uses. In these cases,
however, the Agency Board (consisting of the City Council members) already must approve
such agreements for each project so there is an opportunity of including conditions through

approval of such agreements.

A key element of the success of the downtown redevelopment program is the certainty of
established regulations and procedures for new development. The Council has adopted the
Downtown Community Plan (the most recent comprehensive community plan update in the City)
and PDOs with very specific development and design criteria in order to assure quality
development and provide clear direction to potential developers. Therefore, if the Council
wishes to address employee’s wages through the land use entitlement process, Corporation staff
would recommend that specific policy criteria be developed rather than addressing wage issues
on a project by project basis. The Council’s ability to render a land use decision based on
consistency with the Economic Prosperity Element should rely on objective criteria that is
universally known and applied consistently, rather than any particular testimony in support or
opposition to a particular project. In addition, any finding of consistency with the Economic
Prosperity Element should be based on specific conditions that may be placed on a project that
are verifiable and enforceable by the City, rather than any potential private agreements which
may be negotiated by a developer. The City Council could, instead, establish requirements of all
hotel projects requesting approvals. For example, this could include compliance with the City’s
Living Wage Ordinance (currently $13.20 an hour or $11.00 an hour plus health benefits).

Environmental Impact — The initiation of potential amendments to the PDOs is not a “project”
under the definition set forth in CEQA Guidelines Section 15378. Therefore, pursuant to CEQA
Guidelines Section 15060(c)(3), the proposed action is not subject to CEQA. Environmental
review will be conducted for any proposed amendments for consideration by the Council when
they are brought forward for consideration for adoption.

CONCLUSION;

Hotels are a benefit to the downtown community by generating significant business for locally
owned restaurants, retail shops and other businesses, which employ thousands of individuals.
Hotel guests also create an active street life, which adds vibrancy and safety to the downtown
neighborhoods. In addition, downtown hotels currently generate in excess of $50 million
annually to the City’s general fund. The creation of additional layers of review could have
adverse impacts to the goals and policies of the redevelopment program for downtown by
potentially politicizing land use decisions and discouraging hotel development downtown, which
is needed for the elimination of blight through economic development, creation of jobs, and
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support for the important tourist industry downtown. Therefore, staff recommends that the
Council not initiate any changes to the existing review processes for hotels in the downtown

ared.

However, if the Council initiates the preparation of amendments to the downtown PDOs, it
should give clear direction on the criteria that future hotel projects should comply with in order

to gain approval through new review processes.

Respectfully submitted, Concurred by:

2 (A

Brad Richter’

E J. Alessi

Assistant Vice President, Planning xecutive Vicé President & Chief Financial

Officer

Vice President, Redevelopment

Attachments: A —

B-
C-
D -
E~

F-

G-
— Letter from James Dawe dated May 14, 2010
I~ Economic Impact Study prepared for the Downtown San Diego Partnership,

H

Memo from Council President Ben Hueso and Councilmember Donna Frye
dated June 22, 2009
Merao from Unite Here! dated June 24, 2009

Redevelopment Agency Resolution 2130
Memo to Mayor Sanders and City Councﬂmembers from the ofﬁce of

Councilmember Todd Gloria dated October 16, 2009
Report to the Committee on Land Use and Housing from the Clty Attorney’s

Office dated February 5, 2010
Report to LUH Committee from Office of the Independent Budget Analyst

dated May 19, 2010
Letter from Schwartz, Steinsapir, Dohrmann & Sommers dated May 10, 2010

dated May 2010

J ~ Downtown Hotel Benefit and Job Creation Information

s:\richier\pdo updates\2009 pdo amendments\2009 hotel review\councilagency report 072710.doc



ATTACHMENT A

COUNCIL PRESIDENT BEN HUESO
COUNCILMEMBER DONNA FRYE

City of San Diego
MEMORANDUM
DATE; June 22, 2009
TO: Honorable City Councilmembers
Honorable Mayor Jerry Sanders

Frederick Maas, Chairman, Centre City Development Corp. (

FROM Council President Ben Hueso, Eighth Council District j'/f ‘ -

Councilmember Donna Frye, Sixth Council District ] ) g :

SUBJECT:  Proposed Changes to CCDC

As the Mayor and Counci) consider revisions of the City’s operating agreements with CCDC, we
propose the following additional changes to increase transparency and public participation in the

downtown planning process:

1. Broaden the representation and expertise on the CCDC Board beyond development-
related disciplines by expanding the list of professions from which directors may be
chosen. Candidates should be drawn from & wide range of fields, including conmunity
development, affordable housing, labor, environmental sustainability or non-profit

services, among others.

2. Direct CCDC to prepare and submit a planned district ordinance amendment to be
considered by the City Council-at a regularly scheduled public hearing within the next
three months that would require downtown hotel projects of 100 to 200 guest rooms be
subject to design review by the CCDC Board in accordance with Process 4 and be

e e emm e e EATABTE WO W€ Ageticy T aiid T hotel projects of more than 200 gliest roomsbe

subject to design review by the Agency in accordance with Process 5.

These proposed changes, like others under consideration, would help make CCDC more
responsive and accountable to the City and the public.

Thauk you for your consideration.

\

CC: Andrea Tevlin, Independent Budget Analyst

DF/cb
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TO: Rules, Open Government and Intergovernmental Relations Committee
FROM: Graham Forbes, Research Analyst UNITE HERE Local 30

SUBJECT: Legislative Basis for Expanding Hotel Projects Subjecet to City Council
Discretionary Review

DATE: June 24, 2009

L SUMMARY
The recommendation that the San Diego City Council direct CCDC to

prepare a planned district ordinance amendment is intended to begin an extensive
public process to facilitate a more comprehensive discussion of the social and
economic impacts that are unique to downtown hotel projects. Downtown hotels
create hundreds of permanent jobs, impact our transportation networks and social
service capacities in communities City-wide and provide a crucial municipal funding
source. The downtown hotel industry is important to everyone in the City of San
Diego, yet CCDC facilitates a very narrow discussion centered on design and |
architecture. We believe that our City Council should be able to take a
comprehensive, long-term approacix to downtown hotel development to assure these

valuable assets further the economic and social goals outlined in our City’s General
Plan to the benefit of all San Diegans.

IL. LEGISLATIVE BASIS

On March 10, 2008, the Council of the City of San Diego adopted a revised

General Plan; and

3737 Camino del Rio So., #300 * San Diego, CA 92708 < £19/516-3737 ¢« FAX 619/516-1383
Jogether, We Wil Make a Difference
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The City of San Diego General Plan provides policy guidance and a
comprehensive “blueprint” for the City of San Diego’s growth over the next
twenty plus years; and ‘

The City of San Diego General Plan links econamic prosperity goals with land
use distribution and employment land use decisions; and

The City of San Diego General Plan acknowledges that the tourism and visitor
serving industries provide many of the lower wage jobs contributing to an
increﬁsingly hourglass economy; and

The City of San Diego General Plan acknowledges that the tourism industry,
bringing in $6.8 billion from visitors in 2000, is the third largest sector,
following manufacturing and the military, in San Diego’s economy and critical
to future economic success of the City and the region; and

In the City of San Diego downtown is the eore of the tourism industry and the
planning area with the greatest prospect for future tourism related
development; and

The City of San Diego General Plan acknowledges that in 2008 the average
annual salary for employees in the visitor service industry was half of the
regional wage average, ranking it among the lowest of all of the key industries
in the San Diego region; and '

The City of San Diego General Plan includes policies intended to improve
economic prosperity by ensuring that the economy grows in ways that
strengthen our industries, retain and create good jobs with self sufficient
wages, increase average income, and stimulate economic investment in our
communities; and

In March of 2008, the Council of the City of San Diego adopted a Downtown
Community Plan ag part of the City of San Diego General Plan, to implement
the vision and objectives of the General Plan in the downtown planning area;

and



e The Centre City, Gaslamp and Marina Planned District Ordinances contain
regulations and controls with the intent of implementing the policies of the
Downtown Community Plan and the General Plan; and

e The Centre City Development Corporation’s permitting process relies primarily
on aesthetic and architectural considerations without sufficient attention to
the broader social and economic impacts associated with commercial tourism

developments;

The proposed legislation is requesting that the San Diego City Council:

e Acknowledge the nexus between economic prosperity by the creation of good
jobs with self-sufficient wages and land use decisions as outlined in the City of
San Diego General Plan.

o Acknowledge the importance of our elected leaders having discretionary
authority of future hotel projects in downtown San Diego to take
comprehensive view of development with City-wide irnpacts.

o Facilitate a broader discussion on hotel projects downtown because of the key
economic and social impaets to our community that are currently not being
discussed.

o Direct staff of the Centre City Development Corporation to return to the City
Couneil with a Planned District Ordinance amendment that would require
downtown hotel projects of 100 to 200 guest rooms be subject to design review
by the CCDC Board in accordance with Process 4 and be appealable to the
Agency; and that hotel projects of more than 200 guest rooms be subject to

design review by the Agency in accordance with Process 5.

Thank you for your consideration.
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LOCAL 30

TO: Rules, Open Government and Intergovernmental Relations Committee
FROM: Graham Forbes, Research Analyst UNITE HERE Local 80

SUBJECT": Legislative Basis for Expanding Hotel Projects Subject to City Council
Discretionary Review

DATE: June 24, 2009

L SUMMARY
The recommendation that the San Diego City Council direct CCDC to

prepare a planned district ordinance amendment is intended. to begin an extensive
public process to facilitate a more comprehensive discussion of the social and
economic impacts that are unique to downtown hotel projects, Downtown hotels
create hundreds of permanent jobs, impact our transportation networks and social
service capacities in communities City-wide and provide a crucial municipal funding
source. The downtown hotel industry is important, to everyone in the City of San
Diego, yet CCDC facilitates a very narrow discussion centered on design and
architecture. We believe that our City Council should be able to take a
comprehensive, long-texrm gpproach to downtown hotel development to agsure these
valuable assets further the economic and social goals cutlined in our City’s General

Plan to the benefit of all San Diegans.
IL LEGISLATIVE BASIS

e On March 10, 2008, the Council of the City of San Diego adopted a revised
General Plan; and

3737 Camino del Rio So., #300 ¢ San Diego, CA 92108 « 619/516-3737 ¢« FAX 619/516-1383
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The City of San Diego General Plan provides policy guidance and a
comprehensive “blueprint” for the City of San Diego’s growth over the next
twenty plus years; and )

The City of San Diego General Plan links economic prosperity goals with Ianﬂ
use distribution and employment land use decisions; and

The City of San Diego General Plan acknowledges that the tourism and visitor
serving industries provide many of the lower wage jobs contributing to an
increasingly hourglass economy; and

The City of San Diego General Plan acknowledges that the tourism industry,
bringing in $5.3 billion from visitors in 2000, is the third largest sector,
following manuvfacturing and the military, in San Diego’s economy and eritical
to future economic success of the City and the region; and

In the City of San Diego downtown is the core of the tourism industry and the
planning area with the greatest prospect for future tourism related
development; and

The City of San Diego General Plan acknowledges that in 2068 the average
annual salary for employees in the visitor service industry was half of the
regional wage average, ranking it among the lowest of all of the key industries
in the San Diego region; and

The City of San Diego General Plan includes policies intended to improve
economic prosperity by ensuring that the economy grows in ways that
strengthen our industries, retain and create good jobs with self sufficient
wages, increase average income, and stimulate economic investment in our
communities; and

In March of 2008, the Council of the City of Sanr Diego adopted a Dowatown
Community Plan as part of the City of San Diego General Plan, to implement
the vision and objectives of the General Plan in the downtown planning area;

and



s The Centre City, Gaslamp and Marina Planned District Ordinances contain
regulations and confrols with the intent of implementing the policies of the
Downtown Community Plan and the General Plan; and

* The Centre City Development Corporation’s permitting process relies primarily
on aesthetic and architectural considerations without sufficient attention to
the broader social and economic_ impacts associated with commercial tourism

developments;

The proposed legislation is requesting that the San Diego City Council:

s Acknowledge the nexus between economic prosperity by the creation of good
jobs with self-sufficient wages and land use decisions as outlined in the City of
San Diego General Plan.

¢ Acknowledge the importance of our elected leaders having discretionary
authority of future hotel projects in downtown San Diego to take
comprehensive view of development with City-wide impacts.

e TFacilitate a broader discussion on hotel projects downtown because of the key
economie and social impacts to our community that are currently not being
discussed.

e Direct staff of the Centre City Development Corporation to return to the City
Council with a Planned District Ordinance amendment that would require
downtown hotel projects of 100 to 200 guest rooms be subject to design review
by the CODC Board in accordance with Process 4 and be appealable to the
Agency; and that hotel projects of more than 200 guest rooms be suhject to
design review by the Ageney in accordance with Process 5.

Thank you for your consideration.
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ATTACHMENT C
|

(RA-93-11)
REDEVELOPMENY AGENCY OF
THE CITY OF SAN DIEGO
<130
RESOLUTION NO.

AUG 111982

ADOPTED ON

A RESOLUTION OF THE REDEVELOPMENT AGENCY OF
THE CITY OF SAN DIEGO REPLACING RESOLUTION
NO. 536, DATED MARCH 18, 1980, APPROVING AND
RATIFYING CENTRE CITY DEVELOPMENT

CORPORATION, INC., AS THE DESIGN REVIEW BOARD .,

FOR CENTRR CITY REDEVELOPMENT PROJECTS AND
THE ' PROCEDURES AND THRESHOLDS FOR REVIEW AND
APPROVAL OF. FLANS FOR PROPOSED DEVELOPMENTS
AND CONSTRUCTION WITHIN THE CENTRE CITY

REDEVELOPMENT PROJECT AREAS.

WHEREAS, the Redevelopment Agendy of The City of San Diego
(the “Agency"), pursuant to the Hérton Plaza Redevelopment Plan
(Sections 130 and 550), the Marina Redevelopment Plan (Section
100.2.J), the Columbja Redevelopment Plan (Section 110;1.Lf and
the Gaslamp-Quarter Redevelopmept Plan (Sections 422 and 423),
have established and implemented design standards with respect to
the design elements of development proposals within the Horton

Plaza, Marina, Columbia and Gaslamp Quarter Redevelopment Project

Areas; and -
WHEREAS, the Agency by Resplution No. §36, adopted March 18,
1980, established the Centré-city Development Corporation as the
design review board for Centre éity redevelopment projects .and
established the procedures for review and approval of plans for

proposed developwents and construction within the Centre City

redevelopment project areas; and

~



C)

WHEREAS, on May 11, 1992, the Agency and City Council
approved and adopted the merger and expansion of the Marina,
Columbia and Gaslamp Quarter Redevelopment Project areas into one

redevelopment project area called the Centre City Redevelopment

Project; and

WHEREAS, on May 11, 1992, the Agency and‘city Council
approved and adopted the Centre City Planngd District Ordinance
and the Centre City Community Plan which regulate and guide
development of land located within the Centre City Redevelopment
Project area; and

WHEREAS, the Agency desires to eliminate the Plaﬁning
Commission from the Agency’s design review process in order to
expedite the review of jlans within the Centre City redevelopment
project areas; and

WHEREAS, the Agency further desires to replace Resolution
No. 536 with a new resolution establishing project thresholds for
the review and approval of plans for propoéed developments and
construction w;thin'the Centre City and Horton Plaza
Redevelopﬁent Project areas; ; NOW, THEREFORE,

BE IT RESOLVED, by the Redevelopment Agency of The City of
San Diego, as follows: )

1. That the Centra City Development Corporation, Inc.
{"ceDC"), is hereby reaffirmed as the Design ReQiew Board with
ail rights, powers, duties, privileges and immunities of such
Design Review Board, as defined in this resolution and otherwise,
vested in the Board of Directors of CCDC, as they may from time

to time be appointed and serve.
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2. That basic concept plans and schematic plans for
propoéed developments and construction within the Centre.cCity and
Horton Plaza Redevelopment Project areas shall be submitted to
the Executive Vice President of ¢CDC for review and approval in
accordance with the applicable Redevelopment Plan and/or Planned
District Ordinance. Further review of such plans shall be
required based on the following project threshoids:

a. Projects rgqgestigg/requiring Agency financial
assistance, projects governed by either a Disposition and
Development Agreement or an Owner Participation Agreement,
and/or projects.requesting an exception to the Marina
Planned District ordinancé shall be reviewed by the
Executive Vice President of ¢CDC, the City Architect of ﬁhe
Ccity of San Diego and the CCDC Board and reviewed and
approved by the Redevelopment Agency.

b. Projects haviﬁg more than 100,000 squaré feet orl
more than 50 dwelling units shall be reviewed by the
Executive Vice President of CCDC and the City Architect, and
reviaewed and approved by the ccDC Board.

c. Proijects haQing between 50,000 to '100,000 sguare
feet or.25 to 50 dwelling units shall be reviewed only by
the city Architec? and reviewed and approved by the

Executive Vice President of c¢nc,
4. Projects having less than 50,000 square feet or

lass than 25 dwelling units shall be reviewsd and approved

only by the Executive Vice President of ccDc.

-PAGE 3 OF 5~
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3. That all plans and documents such as 50% construction.
plans, 100% construction plans, specificatlons, and related
dravings and documents for proposed developments and construction
within the Centre City and Horton Plaza Redevelopment Project
Areag shall be submitted to the Executive Vice President of CCDC
for approval. CCDC =hall approve, approve with conditions or

disapprove such plans and documents.
4.- That CCDC decisions with respect to review of such

plans and documents shall be based upon their compliance with the
detailed design standarde contained in: (a) the Centre City
community Plan; (b) the applicable Redevelopment Plan; (¢) the
Design Guidelines or other design standards adopted by the Agency
for the applicable redevelopment broject; {d) the Planned
District Ordinance for the applicable redevelopment project; (e)
the criteria and standardé contained in any Disposition and
bevelopment Agreement, Owner Participation Agreement or other
such document approved by the Agency with respect to such
development or construction; and (f) the basic concept plans and
schematic plans approved by the agency, the CCDC Board or the
Executive Vice President of CCDC.

5. That this resolution is intended to be declaratory of
the existing policies, procedures and practices of the Agency
with fespect to the designation of CCDC as the Design Review
Board and the review and approval of plans by the Agency, the

-PAGE 4 OF 5~



CCDhC Board and the Executive Vice President of cebC and to that

" end all actions and decisions heretofore taken in cdmpliance with -

this resolution are approved and ratified.

AFPROVED: JOHN W. WITT, General Counsel

Allisyn Ii. Thomas
Deputy Counsel

ALT: 1le
07/23/92

Or .Dept:CCDC
RA=83-11
Form=ra.t
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AUG 114982
Passed and adopted by the Redcvelopmenl Agency of The City of San Diegoon ....... veereterivatans erearserernen ’
by the following vote:
Members Yeas Nays Not Presgnt Ineligible
Abbe Woltsheimer D D [2'7" D
Ron Roberts M D D D
John Harlley E] D m/ E]
Gearge Stevens M D D D
Tom Behr g o i O
Valerie Stallings o ] I
Judy McCarty e O OJ ]
Bob Filner D D m/ D
Chair Maureen O'Connor H D D D
AUTHENTICATED BY:
................... !!:*.‘.’.‘.‘!%‘??.‘.Q’.‘E‘.’.W.‘QH-
Qulr of the Rdwdopmm Agency of The City of San th Califemnln,
(Seal) cmnuas G. ABDELNOUR

..........................................................

“The City of San Dicga, Callformia.

Oflice of the Redevelopment Agency, San Diego, California
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ATTACHMENT D

OFFICE OF COUNCILMEMBER TODD GLORIA
City of San Diego

MEMORANDUM

DATE: October 18, 2009

TO: Mayor Jerry Sanders
Clty Councilmembers

FROM: Councilmember Todd Gloria éfﬂﬁ/ 6“” Yo

SUBJECT:  Proposed Amendments fo the Downtown Planned District Ordinance

On July 15, 2009, the City Council's Rules, Open Govemment and Intergovernmental Relations
Committee voted unanimously to refer ltem 2 proposed in the June 22, 2009, memo from
Councll President Ben Hueso and Councilmember Donna Frye regarding proposed changes fo
Centre City Development Corporation’s (CCDC) development pracess fo the Land Use and

Housing Committee.

As the Mayor and City Cound| conslder revisions of the Clty's operafing agreemsnt with CCDC
and as we collectively seek fo Increase oversight of outside agencies, Council President Hueso

and Councilmember Frye specfﬁwlly requested the following:

"Direct CCDC fo prepare and submit a2 planned district ordinance amendment to be
considered by the City Council at a regularly scheduled public hearing within the next-
three months that would require downtown hotel projects of 100 to 200 guest rooms be
subject to design review by the CCDC Board in accordance with Process 4 and be
appealable to the Agency; and that hote! projects of more than 200 guest rooms be
subject to design review by the Agency In accordance with Process 5."

In place of and to accomplish the original memo's intended goal of increased transparency and
public participation In the downtown development process, [ am proposing the following

altemative process:

Direct CCDC to work with Redevelopment Agency General Counsel {o begin the
Iniiation process for a planned district ordinance amendment that would allow for a
"FInality of Actions" process. This will serve as an appeal process modeled after the
process already In place at the San Dlego Housing Commission pursuant to Municipal
Code Section 98.0301 (g). (See page 3 oi 4 in San Dlego Housing Commission Policy

No. PO000.001)



The proposed “Finality of Actions” process is as follows:

(1) Alt actions of the CCDC Board shall be final seven (7) days after action by the Board,
except for actions of the Board for which a review by the Redevelopment Agency has
been requested and except for those actions which require final action by the

Redevelopment Agency.

(2) One or more of the persons set forth below, In the manner set forth below, may elect
to refer a matter to the Redevelopment Agency for final action, within seven (7) days

after the date of the action:
a. The CCDC Board, by motion,
b. The Executive Director of the Redevelopment Agency, by notifying the

Chairperson of the CCDC Board.
¢. Three (3) members of the City Council or the City Manager, by written notice

to the Executive Director.

(8) If a matter Is refarred fo the Redevelopment Agency for final action, the Executlve
Director shall promptly set the matter on the next available agenda of the
Redavelopment Agency, and the action taken by the CCDC Board shall be advisory.

This new process would help make CCDC more responsive and accountable to the City and
public.

Thank you for your consideration.

TG:pi
Attachments:
1. June 22, 2008 Memo from Councilmember Frye and Councll President Hueso

*Proposed Changes to CCDC”
2. San Diego Housing Commisslon Policy No. PO000.001

ce: Centre City Development Board of Directors
Community Planners Committee
Independent Budget Analyst



Attachment 1

COUNCIL PRESIDENT BEN HUESO
COUNCILMEMBER DONNA FRYE

City of San Diego
MEMORANDUM
DATE: June 22, 2009
TO: Ronorable City Coune{lmembers
Honorable Mayor Jerty Sanders

FROM Council President Ben Hueso, Bighth Council D1stnct //// .

Councilmember Donna Frye, Sixth Council District”

- SUBJECT:  Proposed Changes to CCDC

As the Mayor and Council consider revisions of the City's operating agreements with CCDC, we
propose the following additional changes to increase transparency and public participation in the

downtown planning process:

Broaden the representation and expertise on the CCDC Board beyond development-
related disciplines by expanding the Iist of professions from which directors may be
chosen, Candidates should be drawn from a wide range of fields, including community
development, affordable housing, labor, envivonmental sustainability or non-profit

services, among others.

Direct CCDC to prepare and submit a planned district ordinance amendment to be
considered by the Cily Council at a regularly scheduled public hearing within the next
thres months that would require downfown hote] projects of 100 to 200 guest rcoms be
subject to design review by the CCDC Board in accordancs with Process-4 and be
appealable to the Agency; and that hotel projects of more than 200 guest rooms be
sabject to design review by the Agency in accordance with Process 5.

1.

These proposed changes, like others under consideration, would help make CCDC more
responsive and accountable to the City and the public.

Thank you for your consideration.

CC: Andrea Tevlin, Independent Budget Analyst

DF/cb



Attachment 2

Subject: SAN DIEGO HOUSING COMMISSION CREATION: MUNICIPAL CODE SECTION 98.0301

San Diego Housing Commission
POLICY

Number: P0000.00%

Effective Date: 12/6/78 f Page 10of 4

SAN DIEGO MUNICIPAL CODE CHAPTER IX

Article 8 Housing

Division 3 San Diego Housing Commission

§ 98.0301 San Diago Housing Commission

{a) Creation of Commlsslon; There Is hereby created a Commission to act as a Housing Commlssion under
the Housing Authority Law of the State of California. The name of the Commission shall be the San Diego
Housing Commisslon. The San Diego Housing Commission is granted all rights, powers and dutles of a
Housing Authority pursuant o the provisions of the Calffomia Health and Safely Code except those
expressly retalned by the Housing Autharity of The City of San Diego in this section.

(b) Definitions: As used in ihis article, the Pllowing definitions apply:

(1)
%)
(3)

(4)
(®)

(6)
)

fnvestigatory and Advisory Functlons of the Commission:

"City" shall mean the Clty of 3an Dlego;
"Clty Councif" shall mean the City Council of the City of San Dlego;
"Commission” shall mean the San Diego Housing Commission, a public ageney created pursuant

fo State Heaith and Safely Code;
"Housing Authority” shall mean the Housing Authorlty of he Cily of San Diego, a stale agency

created pursuant to section 34200 ef seq. of the State Health and Safety Code;

"Mayor" shali mean the Mayor of the City of San Diego;
"Member” shall mean 2 member of the San Diego Housing Commlsslon.
“Person of low income” shall mean a group or family which lacks the amount of income which is

necessary as determined by the Housing Authority fo enable it without financia assistance to ltve in
decent, safe, sanitary dwellings without overcrowding. :

: The investigatory and advisory functions of

©
the San Diego Housing Commission shall include, but not necessarily be fimited to, the following:

(1)
@

3)
4)

G

Investigate living, dwélﬁng and housing conditions in the City of San Diego and the means and

methods of improving such conditions;

Determine “wheré 1heré' 7§ a shortage of deceiit, safé aii@ " sanitary dWellhg aTCoNTHicaEtons for
persons of fow income, :

Engage in research, studies and experimenis on the subject of housing.

Make recommendsations to the Housing Authority for changes or revisions in policles of the Housing

Authority.
Review and recommend revisions to personnel policies and procedures.

Approved by:

Efizabsth C. Morrs, Chlef Executive Officer

r

Y



Subject: SAN DIEGD-HOUSING COMMISSION CREATION: MUNIGIPAL CODE SECTION 98.0301

San Disgo Housing Commission
POLICY

Number; POG0D.001

Effective Date; 12/5/78 Page 2 of 4

(6)
"

(8)

(d Administrative Functions of the Commission:

Review and recommend action on annual administrative and operating budgets.
Perform such other functions as may be delegated from flme to time to the Cormission by the

Houslng Authority.
Review and mzke recommendations on afl mattess to come before the Housing Authorify prior to

thelr actlon, except emergency matters and matlers which the Commission, by resolutlion,
excludes from Commission review and recommendation.

The administrative functions of the Commission shall

include the following:

(1)

@

(3
(4
(5)
(8)
@)
(8)

Approve plans and specifications, authorize advertisements for bids and proposals, accept and
reject bids and proposals, and approve expendifures for goods, serwvices, publlc works, land
clearances, loans, grants, claims, leases and other Interests in real property, and other contracts
and agreements; however, the programs, projects or acfivitfes for such expendftures shall have been
previously approved by the Housing Authority, or the expenditures shall be for items included in
budgets previously approved by the Housing Authority.

Approve submission of appllcations for funds where such applications do not constitute & binding
agreement fo accept such funds, if awarded; and approve confracts for the receipt of such funds if
the program, project or activity for which such funds are recelved has been previously approved by

the HousIng Authority. . .
Approve guidelines for the adminlstration of programs previously approved and funded by Housing

Authority,
Approve agreements assigning the rights and obfigetions of a party to a contract with the Housing

Authority, fo a new party.

Approve conflict of inferest codes prior o adoption by the Housing Authority.

Approve lease forms, grievance procedures, ccoupancy policles, renf and ulllity schedules, tenant
councll agreemients and other HUD-required documents for the administration of publfc housing and

rent subsidy programs.
Act upon such ofher matters as the Housing Authorify may from time to time delegate by resolution

1o tha Commlssion.
Notwlthstanding Section 88.0301(d)(1) through (7), the actions of the Housing Commission upon the

BlleWing adminlstrative rmattars shall be auvisory owly:

0] Approval of any proposed acqulsition, sale, or lease of real property for a term In excess of

five-(5) years;

Approval of any development project or rehablifitation loan commitment Mwvolving the

expenditure of more than $250,000 by the Housing Commission;

()] Approval of any contract for acquisifion of goods or services (other than a construction
contract for a development project) volving the expendifure of more than $100,000 by the

Housing Commission; _
The establishment or approval of any major new poliey refaling to the method of gperations

of the Housing Commission.

)

(i)

The recommendation of the Housing Commission on these matiers shall be referred for final action at the
next available agenda of the Housing Authority. By resolution passed by majosity vote, the City Councll
may, at any time, add, delete or otherwise modify the items on which the Housing Commission Is advisory.

Nofwithstanding anything to the contrary in Secfion 98.0301(d)(8), in circumstances where it Is not feasible
to obtain review and approval by the Housing Authority on or before the estabiished deadline, the Executive

Director shall have the authority to execute documents required fo be executed by the



San Dlegoe Housing énmmlssion
POLICY

Subject: SAN DIEGO HOUSING COMMISSION CREATION: MUNICIPAL. CODE SECTION 98,0301

Number: P0O000.007 Effective Date: 12/5/78 Page 3 of 4

United Stetes Department of Housing and Urban Developmant ("HUD") or other agencies In a timely manner
in order fo meet any deadlines imposed by those agencles. In addition, the Executive Director shall have
the authority, without prior Housing Authority approval, to prepers and submit applcations for funding in
support of programs consistent with the Housing Commission's approved mission end goals.

{e) FInzlity of Actions:

1) All actions of the Commission taken pursuant to Section 98.6301(d) shall be final seven {7) days
after action by the -Commission, except for actions of the Commission for which a review by he
Housling Authority has haen requested pursuant to Section 98.0301{e) and except for those acticns

which require final action by the Housing Authority pursuant to Section {d)({1)(8).

2> One or more of the persong set forth below, in the manner set forth below, may elect to refer a
matter to the Housing Authority for final action, within seven (7) days sfter the date of the action:

The Commission, by motlon.

b.
Commissfon.

C.
Executive Diractor.

a.
The Executive Director of the Housing Authonly, by notifying the Chairperson of the

Three (3) members of the City Council or the City Manager, by wrilten notice to the

3 If a matter is. referred to the Housing Authority for final action, the Execulive Direcior shall promptly
set the matter on the next avallable agenda of the Housing Authority, and the action taken by the

Commission shall be advisory.

O Appointment of Commisslon Memhers. The Commission shall consist of seven {7) members who shall
be appoinied by the Mayor with the approval of the City Councll. Four members shafl constitute a quorum
and the afiirmative vote of four members shall be necessary for any action by the Commisslon.

Two (2) commissioners appointed pursuant to this section shall be tenants of housing authorty

(1
units. At least one (1) commissioner 5o appointed shall be over 82 years of age.

{2) ‘The term of office of each member shall be four (4) years, except that the tems of office of the twa
{2} members who are tenants of Housing Authority units shall be two (2) years and as sét fosth in

Section 34272 of the Health and Safety Cade of the State of Califomnia.

(3) Vacansier osUmng during 2 WrnT Shall -be fillsd Tor e Triexpitet! Term™ by tREMaysy with e
approval of the City Council. A member shall hold office until his successor has been appointed

and qualified.

4) Esch member shall receive as compensation the sum of Fifiy Dollars ($50.00) for each Commisslon
meeting attended: provided that the total compensation for each member shall not exceed One
Hundred Doitars ($100.09) in any one monih. In addition, each member shall recelve necessary
travel and subsistence expenses incurred in the discharge of his dutles. Any member may waive
compensaztion by filing a writtlen walver of compensation form with the Executive Direcior.

For inefficiency, neglect of duty, or misconduct in office, a member may be removed upon the

{5)
affirmative vote of a majority of the members of the City Council,

) Organization of the Commission: At its first meefing the Commission shall ‘determine the tims, place
and frequency of its meetings, The Commission may adopt rules of procsdure for the conduct of s

bustness and may do any other thing.necassary or proper to cany out its functions.



Sun Diego Houslng Cormimission
POLICY

Subject: SAN DIEGQ HOUSING COMMISSION CREATION: MUNICIPAL CODE SECTION 98,0301

Number: PO000.001 Effective Date: 12/5/78

Page 4 of 4

h) Indenmnification of Membears: To the fullest extent that Commission woulld itself be permitied by law, and
to the extent that insurance and other resources available to Commission are inadequate, Cly shall
indemnify members of the Commisslon, including former members, against al expenses, judgments, fines,
seltlements and other amounts aciually and ressonably inctrred by them In connection with any threatened,
pending or completed action or proceeding, whether civil or administrative. Expenses shall include, without

iimitatlon, attomey's fees and any expenses of establishing a right to indemnification.

Chy shall, where Indemnification 1s warranted as provided above, advance expenses incurred by a member in
defending any such proceeding, before final dispasilion thereof, on receipt by City of an undertaking on behalf of that
member that the advance will be repald uniess it Is ultmately determined that the member is eniitied to be

indemnifled by City for those expenses.

(Old Section 98.29, added 12/3/68 by 0-9925 N.S.)
(Amended 10/21/69 by O-10160 N.S.)

(Amended 4/21/70 by O-10272 N.S.)

(Amended 3/24/76 by O-11817 N.S,)

(Amended 3/20/78 by O-12319 N.S)

(Amended 12/5/78 by O-12515 N. 8., titie changed to San Diego Housing Commission)

(Amended 8/6/84 by O-162566 N.S.)
{Amended and renumbered 9/30/885 by O-16511 N.S)
(Amended 10/6/86 by O-16721 N.S,)

{Amended 9-8-87 by O-16935 N.8.)

{Amended 1-31-34 by O-18030 N.S.)

{Amended 4-25-34 by O-18062 N.S.)}




ATTACHMENTE |

o LATIZARAMY : OFFICE OF CIVIL ADVISORY DIVISION
ASBISTANT CITY ATTORNEY

: 1200 THIRD AVENUE, SUITE
HEID{ VONBLUM THE CITY ATTORNEY XD AVENUE, SUITE 1620
DEPUTY CITY ATTORNEY - SAN DIEGO, CALIFORNIA 921014172

CITY OF SAN DIEGO TELEPHONE (619) 236-6220
FAX(619)236-7315
JAN L. GOLDSMITH :
CITY ATTORNEY
February 5, 2010

REPORT TO THE COMMITTEE ON LAND USE AND HOUSING

PROPOSED CENTRE CITY PLANNED DISTRICT ORDINANCE AMENDMENTS
CONCERNING HOTEL DEVELOPMENT DESIGN REVIEW.

INTRODUCTION

On October 21, 2009, the Land Use and Housing Committee [Committee] discussed
Councilmeiber Frye’s and Council President Hueso’s request to amend the Centre City Plapned
" District Ordinance [Centre City PDQ] to subject downtown hotel projects consisting of 100 to
200 hotel guest rooms to design review by the Centre City Development Corporation [CCDC]
Board in accordance with Process Four and appealable to the Redevelopment Agcncy, and to
subject hotel projects consisting of 200 or more hotel guest rooms to design review by the
Agency in accordance with Process Five. At the October 21, 2009 hearing, the Committee
directed the City Attorney’s Office to provide a legal analysis ‘of the proposal and to prepare an.
ordinance for consideration. The requested draft ordinance is included in this Report as -
Attachment A. In-addition, Councilmember Lightner discussed the p0551b1hty of extending the
applicability of the proposed amendments to include all deyelopment — not just hotel

development — in the downtown area.

For the reasons set forth in more detail in this Report, we conclude that the Centre City
PDO may be amended, as requested, provided that there is a rational basis for requiring & higher
level of design review for hotel developments. However, such an amendinent would be less
likely to be subject to a legal challenge if the proposed amendmient was extended to apply to all
downtown development. I considerivig the proposed amendments, this Office cautions that the
purpose of the proposed design review regulations must be founded upon an appropriate use of

the City’s police powers.
- BACKGROUND

Under the Centre City PDO, hotels are permitted by right in most downtown zoning
districts. San Diego Municipal Code [SDMC] § 156.0308, Table 0308-A, However, a Cenire
City Development Permit is required for projects involving construction of 1,000 square feet or
more of gross floor area not within an existing structure. SDMC § 156.0303(b)(1). Centre City
Development Permits are issued by the CCDC President. However, the CCDC President may not
issue Centre City Development Permits until all required design review approval has been
obtained. SDMC § 156.0303(e)(1){A). Currently, the CCDC President conducts design review
for projects that propose less than 100,000 square feet of gross floor area and/or less than 50



" THE COMMITTEE ON 2 February 5, 2010
LAND USE AND HOUSING _

dwelling units. SDMC § 156.0303(e)(1)(B)(i). For projects proposing at least 100,000 square
feet of gross floor area and/or at Ieast 50 dwelling nnits, the Centre City Advisory Committee
[CCAC] reviews and makes a reconimendation to the CCDC Board, which ultimately is
responsible for the design review of the prOJect. SDMC § 156.0303(e)(1)(B)(ii): Fmally, where a
project requires Redevelopment Agency review and approval for any form of agreement or
financial assistance, the Redevelopment Agency has final design review approval authority for

such projects. SDMC § 156.0303(e)(1)(B)(iif).

On June 24, 2009, Local 30 of Unite Here [Unite Here] submitted a letter to the Rules,
Open Govemment and Intergovernmental Relations Committee of the San Diego City Council.
This letter proposed an amendment to the Centre City PDO that wonld subject 100 to 200 hotel
guest room projects to design review by the CCDC Board in accordance with Process Four and
be appealable to the Redevelopment Agency, and that would subject 200 or more hotel guest
room projects to design review by the Redevelopment Agency in accordance with Process Five,
Unite Here’s letter asserts that such arnendments would “facilitate a more comprehensive
discnssion of the social and economic impacts that are unique to downtown hotel projects.”

Itis unclear what proponents of the proposed armendmient mean by the terms “in
accordance with Process. Fowr” and “In accordance with Process Five.” The current Centre City
PDO does not define Process Four and Five and only refcrences these processes in the sense that
CLCDC is required to administer Process Two, Three, Four, and Five applications in accordance
with Chapter 12, Article 6 of the San Diego Municipal Code [Municipal Code]. Chapter 11,
Article 2, Division 5 of the Municipal Code describes the discretionary decisionmaking
processes. Process Two and Process Three decisions are staff-level and hearing officer,
respectively, appealable fo the Planning Commission. SDMC §§ 112.0504, 112.0506. Process
Four decisions are made by the Planning Commission and may be appealed to the City Council.
SDMC §§112.0507, 112.0508. For Process Five decisions, the Planning Commission generally
makes a recommendation to the City Comncil, which then approves, conditionally approves, or
denies the application. SDMC §112.0509.

Under the Centre City PDO, in lien of the Planning Commission, the CCDC Board hears
Process Two and Three Appeals. SDMC § 156.0303(c). Process Four and Process Five decisions
are not specifically defined or discussed within the Centre City PDO. Therefore, the-above-
discussed Citywide regulatory process would apply. As such, the proposed amendment does not
correspond with the existing regulatory process under the Municipal Code. The existing Centre
City PDO requires design review by the Redevelopment Agency for projects that regnire
Redevelopment Agency (a separate legal entity) review and approval for any form of agreement
or financial assistance. However, where Redevelopment Agency review and approval is not
otherwise required, the City Council, rather than thie Redevelopment Agency, would have
jurisdiction over such land use matters. Therefore, for purposes of this discussion, it is assumed
that the proponents of the proposed amendment simply intend that 100 to 200 guest room hotel

. projects be subject fo design review by the CCDC Board with a right of appeal to the City
Council, and that 200 or more guest room hotel projects be subject to design review by the City

Council.
Additionally, at the October 21, 2009 Commiﬁee hearing, Councilmember Lightner

mentioned that she would like to consider expanding the proposed amendment.to apply not only
to hotel development but to all development that falls within the criteria set forth in
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. Redevelopment Agency Resolution 2130, which requires design review and approval by the
CCDC Board for projects proposing more than 100,000 square feet or 50 dwelling umits.

DISCUSSION

The issue is whether the proposed amendment — to subject projects consistihg of 100 to
200 hotel guest rooms to design review by the CCDC Board with a right of appeal to the City
Council, and projects consisting of more than 200 hotel guest rooms to design review by the City

Council ~1s legally pernissible.

A A City’s Use of Its Police Power Includes Aesthetic Regulations

The City may use its police power to promote the public’s health, safety, and welfare,
which includes aesthetics and other quality of life concerns. Penn Central Transportation Co. v.
New York City, 438 U.S. 104 (1978). Design review refers to the process by which cities and
counties consider the proposed design of buildings and other developments, and then issue.an
approval or denial for that proposal. 1 Adam U. Lindgren et al., California Land Use Practice
455 (Continuing Education of the Bar 2009). Design review is a legitimate exercise of the local
police power. Briggs v. City of Rolling Hills Estates, 40 Cal. App. 4th 637 (1995). Therefore,
amending the Centre City PDO to subject development to design review would be within the

City’s police powers.

B. Aesthetic Regulations Must Be Rationally Related to a Legitimate
Goverament Interest

The Fourteenth Amendmeént Equal Protection Clause of the United States Constitution
provides that no state shall “deny to any person within its jurisdiction the equal protection of the
laws.” U.S. Const., amend. XIV, §1. When no suspect class or fundamental right is involved, an
action will be upheld on equal protection grounds so long as the action is rationally refated to a
legitimate government interest. City gf New Orleans v. Dukes, 427 U.S. 297, 303 (1976);
Christensen v. Yolo County Bd. of Supervisors, 995 F.2d 161, 165 (Sth Cir. 1993). Legislative
acts that are subject to the rational relationship test are presuined valid, and such a presumption
is overcome only by a “clear showing of arbitrariness and irrationality.” Kawaoka v. City of
Arroyo Grande, 17F.3d 1227, 1234 (9th Cir. 1994) (quoting Hodel v. Indiana, 452 U.S. 314,

331-32 (1981)).

A court will not strike down an othierwise constitutional statute on the basis of an alleged
illicit legislative motive, Wal-Mart Stores, Inc. v. City of Turlock, 483 F. Supp. 2d 987, 1009
(B.D. Cal 2006) (citing Int'l Paper Co. v. Town of Jay, 928 F.2d 480, 485 (1st Cir. 1991)).
However, even with a rational basis, an equal protection challenge can be based on a claim that
the proffered rationale for the action is pretextual if there is evidence that the City’s asserted
rationale is pretextual. See Squaw Valley Dev. Co. v. Goldberg, 375 F.3d 936, 945 (5th Cir
2004); Lockary v. Kayfetz, 917 E.2d 1150, 1155 (Sth Cir. 1990). -

The proposed amendment would subject hotel development to a greater level of design
review than other similar development, in that hotel development would be subject to appeal to
or approval by the City Council. To prevail on an equal protection claim, the record must contain



THE COMMITTEE ON 4 February 5, 2010

LAND USE AND HOUSING

information that the heightened leve] of design review is rationally related to a legitimate
government interest, such as desthetics or other quality of life concerns.

To strengthen the defensibility of an equal protection challenge, the City Council may
wish to consider extending the proposed amendment to apply to all development greater than
100,000 square feet of gross floor area and/or 50 dwelling units, This suggestion is consistent
with the comments by Councilmeniber Lightner at the October 21, 2009 Committee heating.
Under this option, all development greater than 100,000 square feet and/or 50 dwelling units
wonld be subject to design review by the CCDC Board with an appeal to the City Council. Any
potential equal protection, challenge to the ordinance would likely be eliminated because the
higher level of design review would be imposed on all development over a certain size.
Howevet, & rational basis for the legislation still would need to be inclnded in the record.

While the higher level of design review would apply to larger developments (more than
100,000 square feet and/or 50 dwelling vnits) and 1ot to smaller developments, a rational basis to
support that distinction could easily be made as larger buildings tend to have greater adverse
effects on the aesthetic qualify and visual character of the community. Therefore, an alternative
to more broadly regulate larger developments within the Centté City i5 shown in Atfachment B.

‘We caution, however, that while a city may use its police power, such as design review,
to regulate private activity to promote the public health, safety, and welfire, it is inappropriate to
use the design review context to address other non-design related.concerns. See Friends of Davis
v, City of Davis, 83 Cal, App. 4th 1004, 1012-1013 (2000); 1 Adam U. Lindgren et al.,
Cafifornia Land Use Practice 46] (Continxing Education of the Bar 2009). Based on tite
assumptions discussed above and so Iong as the record contains a factnal basis of the City
Council’s intention to promote the public’s health, safety, and welfare, the Centre City PDO
could be amended as shown in Attachment A.

CONCLUSION

The Centre City PDO may be amended as requested provided that a rational basis is set.
forth for requiring a higher level of design review for hotel developments that is related to
aesthetic regulation. However, the amendment contained in Attachment B requirinig all large-
scale downtown development to be subject to a higher level of design review, would strengthen

the City’s position if challenged..

JAN 1. GOLDSMITH

it
by - ordan

Heidi K. Vonblum
Deputy City Attorney
HKV:js
* Attachment
RC-2009-32



§156.0303

(e
1

ATTACHMENT “A”
DRAFT ORDINANCE

Administration and Permits

Centre City Development Permit Process

Review Procedures. Centre City Development Permits shall be subjectto
the following rules:

(4)
(B)

[No change.]

Design Review. The Cenptre City Development Corporation shall
serve as the Design Review board for Centre City projects, subject
to the following thresholds and procedures for review and approval

of such projects.

® [No change.]
(1)  Projects containing 100,000 square feet of GF4 and/or 50

dwelling units or greater or containing 100 to 200 hotel
guest rooms shall be reviewed and appraved by the CCDC
Board of Directors. The Centre City Advisory Commitiee
(CCAC), or other designated commmmity planning group,
shall also review the project and make a recommendation

to the Board. For projects corisisting of 100 to 200 hotel
guest rooms, the decision of the CCDC Board of Directors

shall be appealable to the City Council.

(iii)  Projects that require Redevelopment Agency review and
approval for any form of agreement or financial assistance
shall alse be reviewed and approved by the Redevelopment
Agency, which shall have the final Design Review approval
authority for such projects.

iv Projects consisting of more than 200 hotel puest rooms

shall also be reviewed and approved by the City Couneil,

which shall have the final Desien Review approval
authoritv for such projects.




§156.0303
)
(1)

AFTACHMENT “B”
DRAFT ORDINANCE

Administration and Permits
Centre City Development Permit Process

Review Procedures. Centre City Development Permits shall be subject to
the following rules:

(A)  [Nochange.]

(B)  Design Review. The Centre City Development Corporation shall
serve as the Design Review board for Centre City projects, subject
to the following thresholds and procedures for review and approval
of sizch projects.

@) {No change.]

(i)  Projects containing 100,000 square feet of GFA and/or 50
dwelling units or greater shall be reviewed and approved by
the CCDC Board of Directors. The Ceatre City Advisory
Committee (CCAC), or other designated community
_planning group, shall also review thie project and make a
recommendation to the Board, The decision of the CCDC
Board of Directors shall be appealable to the City Council.

(i) [No change.]




ATTACHMENT F

OFFICE OF THE INDEPENDENT BUDGET ANALYST REPORT

Date Issued: May 14, 2010 IBA Report Number: 10-42
Land Use & Housing Committee Meeting: May 19, 2010
item Number: 8

Proposed Amendments to the Downtown
Planned District Ordinances

OVERVIEW

On October 21, 2009 the Land Use and Housing Committee discussed a proposal to
amend the Centre City, Marina and Gaslamp (“Downtown’) Planned District Ordinances.
The proposed amendments, originally presénted in a June 22, 2009 memorandum from
Council President Hueso and Councilmember Frye, would require that downtown hotel
projects with 100 to 200 rooms be subject to design review by the Centre City
Development Corporation Board (CCDC) in accordance with a Process 4 review
(Planning Commission approval, with appeal to the City Council), and that hotel projects
with more than 200 guest rooms be subject to design review by the Agency in accordance

with a Process 5 review (City Council approval).

At the LU&H meeting on October 21, the issue was referred to the City Attomey’s
Office for legal analysis, and to the IBA with direction to analyze the economic impacts
to development downtown, as well as the impact to workers downtown. Subsequent to
the LU&H meeting, an alternative proposal was issued in a February 5, 2010 letter to
Councilmember Gloria from the Counsel to UNITE HERE Local 30, a labor union
representing workers in the hotel and other industries. The alternative proposal moves
away from design review, and instead focuses on the issuance of Centre City
Development Permits for hotel projects. Under the alternative proposal, issuance of a
Centre City Development Permit for hotel projects with 100 to 200 guest rooms would be
subject to a Process 4 review, while a Process 5 review would be required for hotel
projects with more than 200 rooms. This alternative proposal will be considered by the

LU&H Committee on May 19, 2010.




FISCAL/POLICY DISCUSSION

The Centre City Planned District Ordinance (PDO) was adopted in 1992 along with the
expansion and consolidation of downtown redevelopment project areas. The PDO was
created in order to provide specific development regulations for the downtown area, and
to establish an administrative review process for issuance of development permits in
order to expedite the review process. The Centre City Development Corporation
(CCDC) is charged with administering the PDO to implement and ensure compliance
with the Downtown Community Plan.

The Centre City PDO also established review procedures for required development
permits, including a Centre City Development Permit, Neighborhood Use Permit,
Conditional Use Permit, Coastal Development Permit, Site Development Permit and
Variance. While most of these permits are administered by CCDC in accordance with
Chapter 12, Article 6 of the Land Development Code, separate procedures are established
for the Centre City Development Permit.

Section 156.0303(b)(1) of the Centre City PDQ stipulates that a Centre City
Development Permit shall be required for all new construction involving 1,000 square
feet or more of Gross Floor Area not within an existing structure. The CCDC President
may approve the Centre City Development Permit pursuant to a Process 1 (ministerial)
review, subject to design review approval. A permit will only be granted if the project
found to be consistent with the Downtown Community Plan, Centre City Redevelopment
Plan, the Centre City PDO, and other applicable plans and regulations.

The proposal currently under consideration would amend the Centre City PDO to require
that hotel projects with 100 to 200 guest rcoms be subject to a Process 4 review as
defined in Municipal Code §112.0507 and §112.0508, and that hotel projects with more
than 200 guest rooms be subject to a Process 5 review as defined in Municipal Code
§112.0509. Under a Process 4 review, a permit application may be approved,
conditionally approved, or denied by the Planning Commission, with appeal to the City
Council. Under a Process 5 review, permit applications are decided upon by the City

Council.

Overall, the economic impact of the proposed amendment on downtown development
and downtown workers cannot be adequately determined because the legislative intent of
the proposal is unclear. In general, anything that increases costs, lengthens the timeline
for review, or increases uncertainty in the permit approval process could have a negative
impact on development. On face value, the proposed amendment would simply require a
heightened level of review and approval for certain downtown hotel projects. According
to CCDC, a Process 4 application may take four to six weeks longer than an
administrative review process, while a Process 5 application may take up to three months
longer. This delay would lengthen the approval process, but would not seem to create a



prohibitive delay for potential development projects. However, increased uncertainty
with respect to the ultimate outcome of this heightened review process is likely to have a

more significant impact on development,

Furthermore, without clarification of the policy goals and intended outcomes, it is not
possible to determine the economic impact that the proposed amendment would have on
downtown workers. Possible outcomes that could benefit workers might be higher wages
or increased employment opportunities. However, such economic impacts can only be
determined if policy goals and intended outcomes are more clearly defined.

Proponents from UNITE HERE have stated that the goal of this amendment is to provide
for a more thorough discussion of the economic impacts of hotel development,
particularty with respect to the creation of low-wage jobs. The Center for Policy
Initiatives (CP1) has echoed this sentiment; and both proponents have cited the Economic
Prosperity Element of the General Plan, which includes the goal of retaining and creating
good jobs with self-sufficient wages. According to the General Plan, the average annual
salary for employees in the visitor service industry is half of the regional average wage,
ranking it among the lowest of all the key industries in the San Diego region’.

Average Annual Industry Wages, San Dlego Reglon, 2008
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While the General Plan notes that the success of the visitor industry has resulted in an
increased percentage of relatively low-wage employees in the City, it also recognizes the
importance of tourism and the visitor-service industry to the region’s economy. As stated
in the Economic Prosperity Element, “the. visitor-services industry contributes to the
diversity and stability of the local econemy, including its ability to maintain a relatively
low unemployment rate and generate fiscal revenue.”

Indeed, tourism plays a critical role in San Diego’s regional economy. According to the
San Diego Convention and Visitor’s Bureau, in 2008 approximately 31.1 million visitors
traveled to the San Diego region, with nearly 15.2 million being overnight visitors.
Direct visitor spending in 2008 was an estimated $7.9 billion, resulting in a total
estimated economic impact of $18.1 billion, or approximately 10.7 percent of gross
domestic product for the San Diego region.

In addition, tourism is a primary employment driver in the region. According to data
from the California Employment Development Department (EDD), in 2009 the Leisure
and Hospitality sector generated an estimated 155,200 jobs in the San Diego region,
accounting for approximately 12.5% of total industry employment. While total jobs in
the Leisure and Hospitality sector declined from an estimated 164,000 in 2008, the long-
run trend has reflected a general increase in Leisure and Hespitality employment, both in
absolute numbers and as a percentage of total regional payroll employment. This is
reflected in the table below.

Lelisure and Hospitality Payroll Employment, San Diego Region
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The creation of low-wage jobs is a significant challenge to the City’s economic
development goals, and an issue that warrants more comprehensive discussion.

However, also we believe that this discussion would be more appropriate within the.
context of a city-wide economic development strategy, not on a project-by-project basis.
Absent more specific policies and regulations designed to implement the City’s economic
development goals, we are concemed that prospective developers would be subject to
vague permitting requirements and a high degree of uncertainty in the approval process.

Furthermore, it is unclear what findings or decisions could be made on a project-by-
project basis that would benefit downtown hotel workers. One possible outcome of the
proposed amendment may be a requirement to use either Project Labor Agreements
(PLAs) for hotel construction, or unionized labor for hotel operation. Without such an
outcome, it is difficult to see how hotel workers would otherwise benefit from the

proposed amendment.

Issues related to the use of PLAs, unionized labor, or even living wage ordinances are
complex and diverse, and beyond the scope of this report. There is extensive academic
literature on the economic impact of these issues, covering a variety of topics from
numerous perspectives. These studies generally lack consensus, and often result in
contradictory findings. Ultimately, if the legislative intent is to provide higher wages for
low income workers — whether through PLAs, unionized Jlabor or some other mechanism
- we believe that it would be more appropriate to identify and propose such an initiative
directly. This would allow the economic impacts of a specific proposal to be more
thoroughly investigated, and for such a proposal to be evaluated on its merits.

Finally, the proposed amendment would provide the Council greater oversight and
control over downtown development projects, which is certainly within the Council’s
purview, However, we would offer a few observations with respect to this outcome.

First, the City Council (and Redevelopment Agency) recently adopted revised Operating
Agreements and Bylaws for CCDC and the Southeastern Economic Development
Corporation (SEDC) in an effort to strengthen oversight and accountability of the two
nonprofit redevelopment corporations. These governing documents were ratified by the
CCDC Board on April 14, 2010, and by the SEDC Board on April 28, 2010. Given that
these revised governing documents have only very recently been adopted, we would
advise that sufficient time be granted in order to gauge their effectiveness before new

measures$ are implemented.

Second, it is unclear why concern with greater oversight and control would be specific to
downtown hotels. Other development projects such as office buildings and multi-family
residential complexes have similar land use and development characteristics, and would
continue to be permitted by right in most downtown land use districts. Furthermore,
outside of downtown, hotel development would continue to be permitted by right in



several zoning classifications, such as Commertcial-Visitor (CV), Commercial-Regional
(CR), Commercial-Community (CC), and Residential-Multi Unit (RM). Provided that
hotel projects within these zones do not require a variance, an amendment to the
applicable land use plan, or other action requiring Council approval, they currently can be
approved ministerially. The higher approval threshold under the proposed amendment
could potentially put downtown hotel development at a comparative disadvantage.

Finally, the Centre City PDO is essentially just a mechanism to implement and ensure
compliance with the Downtown Community Plan. Adopted by the City Council in
March 2006, the Community Plan establishes the guiding principles for future growth
and development in downtown, and was developed through extensive community
outreach and stakeholder participation. Many of the land use designations established in
the Downtown Community Plan specify hotels as an intended use, which should be given
due consideration. Ifthere are concems with particular land use or development
characteristics associated with downtown hotels, then it may be more appropriate to
identify specific regulations that can be incorporated into the Centre City PDO.

CONCLUSION

The proposal corrently before the Land Use and Housing Committee would amend the
Centre City Planned District Ordinance to require that the issuance of a Centre City
Development Permit for hotel projects with 100 to 200 guest rooms be subject to a
Process 4 review (Planning Commission approval, with appeal to City Council), and that
the issuance of a Centre City Development Permit for hotel projects with more than 200
guest rooms be subject to a Process 5 review (City Council approval).

Overall, the economic impact of the proposed amendment on downtown development
and downtown workers cannot be adequately determined because the legislative intent of
the proposal is unclear. While on face value the proposed amendment would simply
result in a heightened review and approval process for certain downtown hotel projects,
the increased uncertainty with respect to the ultimate outcome of this process may have
significant impacts for downtown development. Furthermore, without clarification of the
policy goals and intended outcomes, it would not be possible to determine the economic
impact of the proposed amendment on downtown workers. Possible ontcomes that could
benefit downtown might be higher wages or increased employment opportunities.
However, such economic impacts can only be determined if policy goals and intended
outcomes are more clearly defined.

[SIGNED] , [SIGNED]
Tom Haynes APPROVED: Andrea Tevlin
Fiscal & Policy Analyst Independent Budget Analyst
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Members of the San Diego City Council

Land Use & Housing Committee

City of San Diego

202 "C" Street, MS 10A

San Diego, California 92101

Re:  Proposed endment Regaxdi own Hofel Developme

Dear Haonorable Councilmembers:

Our office is counsel to UNITE HERE Local 30, We are writing to you with
respect to a matter pending before the Land Use and Housing Committee.

On October 21, 2009, the Commitiee voted to “, .. direct staff to provide analysis
of the proposal . . . for a planned district ordinance amendment that would require
downtown hotel projects of 100 to 200 guest rooms be subject to design review by the
CCDC Board in accordance with Procesa 4 and be appealable o the Agency, and that
hotel projects of more than 200 guest rooms be subject to design review by the Agency

in accordance with Process 5."

The objective of this motion is ensure that new hotel projects in the Downtown
area are consistent with the City Codes, Plans and policies and that the Counci has an
opportunity through either Process 4 or 5 review to ensure such compliance and
address any mitigation needs where projects may fall short.

We submit that Process 4 and 5 review is particularly impartant to such projects
due to the role that tourism and hotels play int the economy and develcﬁ;nent of the
Sigr. Visitors to 8an Diego speit about $7 billion locally in 2009, according to a visitor
ndustry forecast prepared by Tourisin Economics for the San Diego Convention &
sitors Bureau, or ConVia. The hotel occupancy rate in San Diego last year was
33.2 percent according to ConVis. Despite a nationwide fourism downturn, San Diego
aved better than most destinations; however, and the Jocal tourism industry should
how a modest improvement this year and return to peak levels in 2011, according to

he forecast. -

. 'The Economic Prosperity Element of the General Plan recognizes the important
ole that Visitor Industries play and states as one of its goals that the tourism industry
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"also benefit the existing residents and support community reinvestment."” As the Plan
acknowleclges, “currently, the average annual salary for employees in the visitor service
industry is half of the regional average wage, ranking it the lowest of all of the key
industries in the San Diego region.” (Beomomic Prosperity Element EP-28) The Plan
ortance of the creation of middie-income employment opportunities

recognizes the imlp
and businesses which offer sustainable wages and demonstrate the use of fr: or
other programs resulting in career ladders for employees.

The Plan finds that such projects should also be designed to enhance San Diego's
cultural and natural amenities and compatible with historic districts. (Bconomdc
Prosperity Element EP-29) Further, the Plan provides that projects should algo consider

the impact on local business already in place or that may be attracted by such new

development.
As noted, the "Bconomic Prosperity Element links economic prosperity goals
with land use distribution and employment land use policies." It is critical that the City

Council give particular oversight to hotel projects in the Downtown area to ensure that
they comply with the General Plan and the Centre City Plan to the benefit the City of

San Diego and its residents.

Using a use permit process to achieve that goat is well recognized. "Use permits
are struck from the mold of the zoning law, the zoning Jaw must comply with the
adopted general plan, and the adopted general plan must conform with state law; the
validity of the permit process derives from compliance with this hierarchy of planning
laws, (Neighborhood Action Group v. County of Calaveras (1984) 156 Cal.App.3d 1176.)

P

Indeed, courts have upheld Cities applying general welfare standards to use permits.
The application of the General Plan and its elements would be equally defensible, (See

also Hawkins v. County of Marin (1976) 54 Cal.App.3d 586; Snvw v. City of Garden Grove

(1961) Cal.App.2d 496.)

Coutts have repeatedly found in recent years that zoning ordinances may be

used to address the economic impact that development produces. (Ensign Bickford
Reglty Corp. v. City Council (1977) 68 Cal.App.3d 467, 477-478; Bakersfleld Citizens for Local

Control v.n(’l'z'ty of Bakersfleld (2004) 124 Cal. App.ath 1184, 1205; Wal-Mart Stores, Inc. v,
City of Turlock (2006) 138 Cal. App.4th 273.) Requiring compliance with the General Plan
and the Economic Prosperity Component would certainly be consistent with these

decisions.

To achieve this objective, rather than attaching the Process 4 and 5 review,
respectively, to design review of certain hotel projects, such review should attach to the
Centre City Permit process for suchprojects. This would be consistent with San Diego
Municipal Code Chapter 11: Land Development Procedures 112.0501, which provides
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that applications for pérmits shall be actéd upon in accordarice with one of the five
decislon processes established in this division and depicted on Diagram 112-05A.

. We recommend that the following underfined language be added to section
§156.0304 as rermumbered and amended by the Coundil on April 27, 2010.

§ 156.0304 Administration and Permits

(b)  Permit Required

The following permits are subject to the development review and
permit procedures in this Article; Centre City Development Permits,
Neighborhood Use Permits, Conditional Use Permits, Coastal
Development Permits, Site Development Permits, Planned
Development Permits, and Variances.

ey

(2)

3)

(4)

(5)

Centre City Development Permit
A Centre City Development Permit shall be required for

construction with 1,000 square feet or more of gross floor area

not within an existing structure. Construction with less than
1,000 square feet of gross floor area, or within in an existing

' struchsgg shall obtein all building permits from the City of San

Diego and comply with the provisions of this Article,

A permit is not required for modifications, repairs or othexr
alterations that do not require any permitissued by the City of
San Diego.

Tenant improvements exceeding $250,000 in value shall install
public improvements consistent with the Centre City

Streetscape Manual.

Hotel developmenis of 100 fo 200 guest rooms that require a Cenfre
City Development Permit or Planned District Permit under CCDC
r%' shall Eﬁ subé'ecf %Pmc%f Four, ag set forth in section
156.0304{c){4}. The CC, oard will act in Hew of the P T

Comission.

Hotel developments of 200 guest rooms or greater that require a
Centre Cify Developinent Permit or Planned Distyict Peryt under
CCDC review shall be subject to Process Five, ag set forth in section
156.0304(e)(5), . . ]

100412.LTR.COUNCIL. 10973[434.MAF.15}
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This language lgrovic[es more comprehensive review, as the Council would be
" looking at all factors for the permit——notjust design review.

The Center City Development Permit process has the following Required

Bindings:

“A Centre City Development Permit may be granted if the decision-maker finds
that the development, as submitted or modified, is consistent with the Downtown
Community Plan, Centre City Redevelopment Plan, Centre City Planmed District

Ordinance, CCDC Land Development Manual, San Diego Municipal Code, and any all

other adopted plans or policies of the City of San Diego or Redevelopment Agency
pertaining to the Centre City Planned District,” :

Applying Process 4 and 5 review to hotel projects that require a Centre C'iéy
permit or Centre City Corparation review is therefore consistent with the legislative
purpose of providing process 4 and 5 review for such projects —i.e., so the Coundl can

review the impact on the City and consistency with City laws.

The City Attorney for the City of San Diego has suggested that the current
version of the Hotel Development Design Review Ordinance might be vulnerable to an
equal protection challenge because it only applies to hotels, rather than to all
development greater than 100,000 square feet of gross floor area and/or 50 dwelling
units, ile a broader ordinance would almost certainly survive such a challenge, the

aurent Ordinance should also pass eqtial protection review.

Both California and the federal courts follow the same general approach to equal
protection analysis. If a statute makes distinctions relatirig to a protected class or
impinging on a fundamental right, then the courts will apply the strict scrutiny
standard to it, approving it only if it is justified by a compelling governmental purpose
for which no less restrictive alternatives are available. (Bowens v. Superior Court (1991) 1
Cal.4th 36, 42.) On the other hand, if the statute does not burden the exercise of a
fundamental right or draw invidious distinctions then it will be upheld so long as it
bears a rational relationship to a legitimate state purpose. (People v. Rhodes (2005) 126

" Cal. App.4th 1374, 1384).
entie to the Ordinance a challenger

In order to sustain an equal protection chall
muist show that there is no conceivable state of facts that could provide a rational basis

for the Ordinance. Asthe Supreme Court held in Kasler v, Lockyer (2000) 23 Cal 4th 472,
this s an exceptionally difficult task:

*As both the United States Supreme Court and this court
have explained on many oceasions, ‘[ijn areas of social and
economie policy, a statutory classification that neither

1004121 TR.COUNCIL. 1B373[434.MAF.15]
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proceeds along suspect lines nor infringes fundamental
constitutional rights must be upheld against equal protection
challenge if there is any reasonably conceivable state of facts that
could provide a rational basis for the classification. Where there
are "plausible reasons” for [the classification] "our inquiry is

at an end. .

(23 Cal 4th at 481-82 (emphasis added), guoting Warden v. State Bar (1999) 21 Cal.4th 628,
640-641 (citations omitted); accord Minnesota v. Clover Leaf Cregmery Co. (1981) 449 U S.

456, 466).

This policy of deference to the distinctions drawn by the Legislature outside the
sphere of fundamental rights and suspect classificationsrests on (1) the fundamental
distinction between courts and legislatures that underlies our constitutional separation
of powers and (2) a practical understanding of the necessity for drawing lines in any
ease in which the government undertakes economic regulation. As the Unifed States
Supreme Couxrt stated in FCC v. Beach Conununications, Inc. (1993) 508 U.S. 307;

On rational-basis review, a classification . . . comes to us

bearing a strong presumption of validity, and those

attacking the ratiomality of the legislative classification have

the burdin “to negative every conceivable basis which might
supportit.” Moreover, because we never require a
legislature to articulate its reasons for enacting a statute, it is
entirely frrelevant for constitutional purposes whether the
conceived reason for the challenged distinction actually
motivated the legislature, Thus, the absence of "legislative

facts' explaining the distinction "[oJn the record,” has no
significance in rational basis analysis, In other words, a
legislative chaice is not subject to courtroom factfinding, and
may be based on rational speculation unsupported by
evidence or empirical data. "Only by faithful adherence to
this guiding principle of judicial review of legislation is it
possible to preserve to the legislative branch its rightful
independence and its ability to function.™

These restraints on judidial review have added force "where
the legislature must necessarily engage in a process of line-
drawing.” Defining the class of persons subject to a
regulatory requirement—mmuch [ike classifying
governmental beneficiaries—"inevitably requires that some
persons who have an almost equally strong claim to favored
keatnent be placed on different sides of the Iine, and the

10041 ZATR.COUNCH. 18373[434.MAF1 5)
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fact [that] the line might have been drawn differently at
some points is a matter for legislative, rather than judidal,
consideration.”. .. Such scope-of-coverage provisions are
unévoldable components of most ecoriomiic or social
legidlation. In establishing‘the franchise requirement,
Coh?gess had to draw the line somewhere; it had fo choose
which facilities to franchise. This necessity renders the
precise coordinates of the resulting legislative judgment
virtually unreviewable, since the legislature must be allowed
leeway to approach a perceived problem incrementaily.

(508 1.8, at 315-16 (citations omitted).)
The California Supreme Court elaborated on this point in Kasler:

"Past decisians also establish that, under the rational
relationship test, the state may recognize that different
categories or classes of persons within a larger classification
may pose varying de of risk of harm, and properly may
limit a regulation to those classes of persona as to whom the
need for regulation is thought to be more crucial or
imperative. (See, e.g., American Bank & Trust Co, v,
Comnrunifty Hospital (1984) 36 Cal.3d 359, 371; Willlamson v.
Lee Optical Co, (1955) 348 U.S. 483, 489 ['Bvils in the same
field may be.of different dimensions and proportions,
requiring different remedies. Or so the leglalaiure may
think. [Citation.] Or the reform may take one step at a time,
addressing itself to the phase of the szoblem which seems

most acute to the legislative mind.')

(23 Cal.4th at 482, quoting Warden, 21 Cal4th at 644-45.)

The Proposed Ordinance does not touch on any fundamental rights or rely on
any suspect classifications, As such, the Cify does not have to show that ifis the best
possible solution; as the Supreme Court held in Hele v, Morgan (1978) 22 Cal.3d 388,
"The wisdom of the legislation is not af issue in analyzing its constitutionality, and
neither the availability of less drastic remedial alternatives nor the legislative failure to
solve all related ills at once will invalidate a statute,” 22 Cal.3d af 398, A challenger
would have the burden of showing that the Ordinance has no rational relationship to
any "concefvgble legitimate state purpose.” (Kasler, 23 Cal.4th at 480 (emphasis added);

Hernandez v. City of Hanford (2007) 41 Cal.4th 279, 301-02.) No challenger could make

that showing.
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Honorable Councilmembers
City of San Diego

May 10, 2010

Page 7

The distinction between hotels and other development projects is a rational one,
As discussed above, Process 4 and 5 review is particularly important to such projects,
due to the role that tourism and hotels play in the economy and development of the

City. (See Hernandez, supra.)

Moreover, the City has historically made distinctions between different kinds of
projects that require Process 4 or 5 review. For example a Site Development Permit

q
decided in accordance with Process Four is required for a variety of projects from
certain buildings in historical districts ot where historical resources are present to the

Development of alarge retail estabishment of 100,000 or more square feet gross floor
area in all commercial and industfial zones, and in all planned districts. Similarly, a Site
Development Permit decided in accordance with Process Five is required for the
designated types of development such as development in the Clairemont Mesa Height
Limit Overlay Zone, where an exception fo the height limit s requested. San Diego

Municipal Code Chapter 12: Land Development Reviews §126.0502,

Thank you for your kind consideration of this information. Please feel free to
contact the undersigned with any questions in this regard.

Sincerely,
SCHWARTZ, STRINSAPIR, DOHRMANN
& SOMMERS LLP
Margd A."Peinberg ,_,,
MAF:mlk
cc: Bridgette Browning
Graham Porbes
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ATTACHEMENT H

 JAMES R. DAWE

2100 SYMPHONY TOWERS « 7808 STREET » SAN DIEGO, CALIFORNIA 92101 « (510) 885-3080 » FAX (810) 7028807

May 14, 2010

YVia Hand Delivery

City of San Diego

Land Use and Housing Committes
c/o Mr. Steve Hill

202 C Street, MS 3A

San Diego, California 92101

Re:  Land Use and Housing Commitiee
Meeting - May- 19, 2010 — Agenda Item 8
Potential Amendments to the Centre City, Marina, and Gaslamp Quarter Planned
District Ordinances for the Réview of Hotel Projects

Dear Honorable Chair and Members of the Committee:

I am submiiting this letter 45 an individinal who has long been a supporfer of the
econornic health and vitality of Downtown San Diego. 1 was the Vice-Chair of the
Steeting Committee which recommended the current Downtown Community Plan,
Aftached is a copy of the list of members of the broad-based committee (Attachment
“A™ and the list of Steerinig Committee meetings (Attachment “B”). The extensive
community outreach program led to the sugcessful approval by the City Council of the
Centre City Community Plan Update and the Planned Distriet Ordinance Update.

Requested Action
I concue with the CCDC staff recommendation that “no changes be made to the review
processes for hotels in the Centre City Community Planning Area™.

Discussion

1. The CCDC design review progess works,
One need look no further than the Performance Audit of the Centre City Development

Corporation dated July 10, 2009, prepared on behalf of the City Auditor hy Sjoberg
Evashenk Consulting, Inc. to confirm that the current design review process, indeed,

represénts g best practice for the industry, Attached for your convenience are excetpts
from the Performance Audit (Attachment “C*).



The Performaunce Audit distinguishes between CCDC’s role as a “design review board for
Downtown San Diego and as a policy setting body providing oversight of CCDC’s
operations”. Although Item 8 on the Land Use and Housing Committee’s agenda
purports fo request improvements in the design review process, that is exactly an area of
performance- which the Performance Andit confirms CCDC has heen successful. The
Performance Audit poinis out that, during the three fiscal years between July 1, 2005, and

June 30, 2008:

“CCDC was actively engaged in inguaging, administering, or reviewing a myriad
of development projects in Downtown San Diego, including, .processmg over
300 developmment, conditional use, and neiphborbood use permits while serving as
the Design Review Board for Downtown Sen Diego, aud estabiishing a ‘one-stop
shop” for design. review and permit processing for private development and
public-private redevelopment projects®.

2. The ¢ City Community Plan 1] ed District

Attachments: “A” and “B” document how-the Steering Commitice represented a broad
spectrum of comunity interests and had an extenslve community outreach program. At
your October 21, 2009, meeting you heard extensive commients by residents and other
interested parties éxpressing satisfaction with the current process, Sincé your meefing,
the. Centre City Advisory Committee — the efficial Planning Advisory Comm:ttee- voted
unanimously to support the CCDC staff recommendation,

It is clear that the people-who are most interested in the review of the design of hotels and
other buildings do not want the Gouncil to create obstacles to development when such
development is consistent with the Centre Clty Community Plan and Plan District

Ordjnance Updates.
Conclusion

CCDC clearly has been successful processing entitlements for hotels and has established
what the Performance Audit refers to as a “widely recognized best practice”,

The existing design review process hes been a key component of the success of CCDC,
The current effort to modify the process, especially for reasons unrelated to design
review, is, at a2 minimum, inappropriate, and, very likely, deleterious to the efforts to
continue to create a successful, mixed-use Downtown,

We urge you to aceept the CCDC staff recomitnendation, -



Thank you for your consideration on the foregoing,

Office of the Mayor
Attn, Phil Rath (via Electronic Mail)

Councilmember Lightner (via Electronic Mail)
Councilmember Faulconer (via Electronic Mail)
Councilmiember Gloria (via Electronic Mail)
Councilmember Young (via Electronic Mail)
Counsilmetnber DeMaio (via Electronic Mail)
Councilmember Frye (via Electronic Mail)
Councilmember Emerald. (via Blectronic Mail)
Council President Huesc (via Electronic Mail)
City Attorney: Jan 1. Goldmsith (Via Electronic Mail)
Deputy City Attorney Heidi K. VonBlam (via Bleetronic Mail)
Centre City Development Corporation

Attn: Frank Alessi (via Electronic Mail)

Attn: Brad Richter (via Electronic Mail)

JRD:jt



Attachment “A”
San Diego Downtown Community Plan
Steering Comimittee



Safz g&e 0 :
DBWNTOWN COMMUNITY PLAN RN

STEERING COMMITIEE Julie Ditlon AD HUOC MEMBERS (VOTING)
Centre Lify Development Eorporation
Hal Sadler, Chalrman Chair— cCDC
Representing Office of Moyor Slster RayMonda Duvall . z
) Soclai Services Provider Presidant—CCDC . ~
fi Dawe, Vice Chalman . ‘ ’
Seltzer Caplon Tom Fat Mayor, ity of San Dlego
. Little ltoly Assoclation “ o
District 2 Councit Member
Sub-Commlttee Chairs Salvatore Glametia
Coleen Clementson, Circutation Sah Diego Conventlon & Visitora Bureau CCDC PROJECT STAFF
Subcommittas Co-Chalr Sherry jones, Scott Turcotte :
# /]
City of Son Diego Planning Departiment Westfleld Shopping Center Owner and Gary Papers, AlA
Kevin Defreltas, Nelghhorhaods Manager Monager~ Architecture & Planning
Subcommlitee Chalr
Stath Karras Alexandna Ellas, AlCp
East Villoge Assodlaton Economle Bevelopment Congoraﬂan SanlorPIonner'
Gaty Gallegos, Circulation Subcommittee Relnt Relnders
Co-Chalr
San Dlego Assaclatlon of Gayernments Son Dlego Convention and Visitors Bureau CCDC BOARD OF DIRECTORS
' Paul E. Robinson Jennifer LaSar, Chalr
Robert Latkford, Economic Development.  ytecht, Solberg, Robinsarn, Gaidberg, Bagley '
Commerclal Developer e Fred Mans, Vice-Chalr
el 16
Candlce Lopez, Arts and Culture . mﬁnﬁ%ﬁu@odmpﬂ Harold (Fll johnson, Sacretay
ig’;";‘}‘;fgfe‘ Chair : Robert A McNeely, Treasurer
Greg Shannon
Rab Qulgley, Urban Deslgn Subcommittee Downtown Son Dfego Partnership Wayne Raffesberger, Director
Chalr
! Gary S .
Representing Council District 2 Dzznt:zntl't: Resldents Assoclotion .
Joyre Summer
Steering Committes Members Centre Clty Advisory Committes
Susanah Agullera (Leslgnated Communtty Planning Group)
U.-s- ” Wy 7 ‘.
Carol Wallace
Neal Arthur Convention Center Corporotion
San Diego Housing Commission
, Laon Willams
Malln Burnham "\ Metropqlltan Transit Development Bogud
Burnham Reol Estote Services "
" Steve Willlams
Donald Cohen ’ Bullding Owner & Manogar
Center far Poljcy Inftiatives
Dougtas Wilson . o
Greg Cox Residentlol Project Developer Prepared by
County Board of Supervisors
- Tom WOmham
Steve Cushman f San Diego Reglonol Chamber of Cammerce azfifk&ghﬁﬁﬁizﬁ
San Diego Uniffed Port Pistrict
John bavies

Allen Matkins
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Dovwmtown Community Plan Update
Mecting Summaries



Meeting Summaries Page 1 0f2

LATEST NEWS'. & ~ WORKING DOCUMENTS

MEETING SUMMARIES

dick meating to download POF of summary
AHigh spaed connectlon recommiended o dewnidad.

You will need te download the latest version of Acvobat Reader (
to view the follewing documentss:

Steering Commalitee Meeting 21
Friday, January 21, 2005, 8:00 a.m. to 10:30 a.m.

Steering Commttee Meetihg 20
Friday, Novembet 19, 2004, B:00 a.m. to 10:15 B.m.

Steering Committee Meesting 19 « handouty
Steering Commitfea Meeting 19 ~ ndtes & presentation
Friday, Aprl} 2, 2004, 8:00 a.m. to 10:30 a.m,

Steerfng Committee Meeting 18
Friday, February 20, 2004, 8:00 a.m. to 10:30 &.nt.

Steering Committee Meeting 18 - presantation
Steering Commitee Meeting 18 ~ handouts

Steering Committee Meetihg 17
Friday, February 8, 2004, B:00 a,m, to 10:30 a.m.

Steering Committee Meetlng 16 ~ STREEN (LOW] RESOLUTION

Steering Committee Meeting 16 — PRINT [HIGH] RESOLUTION
FHddy, Janusry 16, 2004, B:00 2.m, bo 10:30 a,m.

Stesring Compmittee Meeting 15
Friday, December 12, 2003, 8100 a.m. te 10:30e.m.

Stesring Committee FMeeting 14
friday, Navambar 7, 2003, B:00 a.m. & 10:30 a.m.

Steering Commitieg Meeting 13
Friday, September 16, 2003, 8:15 a.m. to 11:38 a.m,

Steering Committes Meeting 12
Friday, August B, 2003, 8:15 a.m. to 11:30 a.m,

Steering Committee Meefing 11
Friday, July 11, 2003, 8:15 a.m. to 11:30 a.m.

Steering Committee Meeting 10
Friday, June 27, 2003, 8:15 a.m. to 11:30 a.m.

http:/fwww.cede.com/planupdate/mesting. himl 4/20/2010



Meeting Sumniaries

Steering Committee Meetlng 9
Friday, Mey 30; 2003, 8:15 a.m. to 11:30 a.m.

Steering Committee Méeting 8
fiday, May 16, 2003, 8:15 a,m. to 11:30 a.m.

Steering Committee Meeting 7
Fiday, April 4, 2003, 8:00 a.m. to 11:30 a.m.

Steering Committee Meating 6
Friday, January 24, 2003, 8:00 a.m, to 11:30 a.m,

Steering Commities Megting 5
Friday, November 1, 2002, 8:15 a.m, t6 1530 aum,

Steering Committeé Meeling 4
Friday, Oc¢tober 4, 2002, 8:15 a.m. to 1130 a.m:

Steeflng Commitfce Meeting 3
Friday, July 19, 2002, 8:30 a.m, t6 10:45 d.m.

Steering Committes Meeting 2
friday, May 17, 2002, 8:30 a,m. to 11:00 a.m.

Steering Compnittee Meeting 1
saturday, Apelt 13, 2002, 9 a.m. to 2:00 p.m.

hitp:/fwww.cedc.com/planupdate/meeting hitm]

Page 2 of 2
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Councll President and City Councll . .
Honorable Chair and Members of the Redevelopment Agenty

Dacket of January 31, 2006

Page 4’

At Its regular meetlng of, October 28, 2005 the Corporation Baard of Dlrectors voted
unanimously to racommend that the Planmng Commissior:
.» Reconmend that the City Counclf adopt the Proposed Cofamunity Plan, and the -
Proposed Centre City Planned District Ordinance; and
s Recommend that having reviewed and considered the Proposed Tenth
Amendment to the Redevelopment Plan for the Centre City Redevelopmalit
Projact the proposed Final EIR and other documents and Informafion submiited;
and having determinsd that the Proposed Tenth Amendment Is In conformity with
the General Plan, that the Redevelopment Agency adopt the Proposed Tenth
~ Amendment to the Redevelopment Plan; and. .
« Recommend that the Clty Council certify the proposed Flnal Environmental
Impact Report thet has been prepared for the Proposed Community Plan, -
Proposed Centre Clty PDO and the Proposed Tenth Amendment lo the

Redavelopment.

Plannint_Co on_Actions ecommendations — Tho Planning Commission
held a workshop on May 18, 2005 for. a preliminary dfsctsslon of the Propased
Community Plan and Related Doouments, and stbsequently held four public hearings
to consider a recommendation to the Redevelopment Agency and Clty Councli. The
four public hearings took place on October 27, 2005, November 10, 2005, December 8,
2005 and January 12, 2008, Actions taken by the Planning Commlsszon (as contained
In adopted reso|uﬂons) and a complete [ist of its recommendations are contained in the
project binder under Tab 11, Appendix C. Issues of parficular Interest to the
Commlsslon (described in the 'Recommendaﬂons") were:

» Parks

« Bontss, Incentive, and Transfer of Development Rights (TDRY) program

*  Minimum parking ratlos

These, toples are discussed Ih mére detall Jn aﬁachments 1,2 and 3 of this staff report
{also under Tab 1).

~ -

COMMUNITY PARTICIPATION AND PUBLIC OUIgEAGlj EFFORTS

The public participation-effort Itcluded:
e Inifal Intervisws with 80 Individual stakeholders;

» Creatlon of @ 35-member Steering Coimmittee representing a broad spactrum of
business and communliy Inferests that provided Incremental Input to the project
team and acted as the primary venue for public input during.the process. The
Steering Commilttes held 20 publiomeetings; -~ .
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Gouncll Presldent and Gity Courioil ' L
Honorabla Chalr and Membets of the Redevelopment Agency _ cor

Docket of January 31, 2006
Page 5

» Subgommiitees of the Steerdng Committee In five top!cal areas (arts & culture,
aconomlc development, urban design, nelghborhood amemt!es and
transporiation & circulation), .t

« Four large public workshops and meetings (in addiﬂon to CCAC/CCDCIPlannan ’

- Commlssfon workshops); :

» Profect website at www.ccde.com/planupdate; ' '

Four newsletters distibuted to CCDC's maling Hst and pames Interested. In the

Community Plan process; and
» Outreach to ad]acent neighborhobd and oommunity groups

The project outreach resulted In over 1,500 Individuals partlclpaﬂng directly In one or
more [evels of the procass, .

-, s

cope and Purpose of the Co ity Plan Update
The Centre City (now “Downtown”) Gommunity Plan, which was Iast comprehansively
Updated In 1892, is the downtown component of the Progress Guide and General Plan
for the Ciy of San Disgo. The adopted Strateglc Framework Element of the General
Flan calls for downtown to be the reglon's center (see p.-60). Speciflcally:

“The City of Villages strategy encourages the further inlenstication of Downtown to
increaso jts role as a reglonal hub by maintaining, and enhancing its role as the pre-
eminent business center Iy this region and developing as e major urban residentlal
center with the Jargest concentration of high density multi-family housing in the

reglon.”

cRa

The Proposed Community Plan contains new and specfﬁc components that work to

achieve this role for Downtown:
Floor Area Ratlo (FAR} minimums have been instituted In all areas to achieve a

minimum leve) of anticipated growth;
» General intensification of land uses over approxlmatefy 40% of downtown’s iand

ama| r ".‘ -

AOOORD A Gpmmwity Coaliion fpr Responsibls Developsien), Barta Logan (Redsveiopment Agsacy Siaif), Bulliing immatty
Assoclalion, Celifornia Coastal Commnission stalf, Caltrans, Catholla Dlocesa of San Diego, Gentar on Palley ntiialives (CPI),-Cily of
San Dlago P{annlhg Depariment, Clty'tf San megoFoauoDwamwm. Commission for.Alln & Cuiture, Dovriown San Dega
Parinasship Urban Deﬁgn Gommitee, Downtown 8an Dlego Perinarship Transportalion Committes, Eastvmaga Asaoelpuon Bost
Vifage Communky Action Network (EVCAN), Exviranménted Health COaﬂl!nn. BrantHWSham Helghts Revitalization
Soclal Service Providers, indusirial Emvironmental Assodiation, Litde Ilsz Community Plan Task Forca, Maﬂne Temninal
Community Commiise; San Disgo Assodation of Gevammenty (SANDAG) stff, San Diego Assoclation of Bovemmetits . -

Transporiation Coinmites, Sen Diego B Cuafion, San Dlego Clly 8 San Dlsgo Counly Reglonal Aliport Autho ,San
Dlago Organtdny Projsct (SDOP), gn ngg Thealtes/Convectiion Cendar, San'biagb tnifed Pﬁyukm Werking Wi mgk

Group .
f
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City of San Diego

Office of the City Auditor

Performance Audit of the
Centre City Development Corporation

July 10, 2009

SJOBIRG LVASIIINK

UM ULLENG INC

————— o

455 Capito] Mall*Suite 700+Saceamento, Califomias95814 ¢Tel 946.443.1300+Fax 916.443.1330



i
SJOBERGE {CVASHENK

E@N—SU%.?&NG. iNC

July 10, 2009

Eduardo Lung, City Auditor
City of Sani Diego:
1610 Second Avenne, Suits 1400

14th Floor Bast Tower, MS 6148
San Diego, CA 92101

We respectfully submit our report or the Performance Aundit of the Centre City
Development Corporation, This fepott wag prepared on behalf of the City Auditor of the
City of Sen Diego by Sjoberg Evashestk: Consulting, Inc., and includes our fitrdings,
recomrizendations and responses from the Centre City Development Corporation and
representatives of the Redevelopment Agenay of the City of San Disgo. This
performance audit was condutted in accordanee with Genérally Accepted Government
Auditing ‘Standards (GAGAS).

Sjobérg Evashenk Consulting was pleased t6 work with the Offive of the-Clty Auditor ont
this impoxtant preject, and appreciate the direct assistance we received from you and
metnbers of your tearn throughqut.the atidit.

Respectfully submitted,

THE HBUATIONFOR EXCRLLENCE

455 CAPIFOL MALY., SUITH 700 - SAGRAMENTO, CALIFORNIA 95814 - (916) 463130 - FAX (01631431350 «
W WSBECTEAR.COM



CCDC’s day-to-day activities; inoluding participating in menagement and project team
meetings, Thisis in addition to CCDC’s regulasly held Board and commitfee meetings,
resulting in the dedication of a significant amount of ime and effort on the part of

CCDC’s voluntary Board.

Neverthéless, opportunities remain for CCDC to increase public transparency and tighten
controls to provide reassurance that public fimds are used responsibly and efficiently,
Some improvements can be made with relative ease and a¢ liftle to no cost to the Agency;
internal controls can be tightened in 2 manner that will not impede the productivity,
 flexibility, or inngvation necessary for a well-managed tedevelopment organization,
According to CCDC managers, other improvements such a5 evhancing performance
reporting methods may require additional resources or expertise. Key issues are

summarized below.

CCDBC’s Rédcvclopment Activities Have Bean Surccessful, but Opportuniiies for
Jmprovement Exist

Since its inception, CCDC has employed many best practices—such as design review and
permitting, public works project management, and long range planning—ofien exceeding
the level of involvement of other redevelopment organizations. CCDC has utilized
subcessful methods to mitigate blighting conditions in the downtown project areas by
constructing nufilerous public improvements, encouraging privaté investments, and
creating “catalyst” projects, such as the Horton Plaza Shopping Center and Petco Park,
However, wa found that CCDC was not &s engaged in ecotomic development activities
as were other peer redevelopment organizations, and we found that CCDC did not meet
its projected goals for affordable housing production in thie Centre City and Horton Plaza
project areas—two areas requiring CCDC’s consideration.

Furiher, with the expiration of CCDC’s project areas in sight—perhaps within 13 years—
CCDC is faced with a multitude of planned projects, including more than $500 miltion in
public improvements such as parks, fite stations, sidewalk and lighting improvements,
and more, However, stakeholdars expressed coneems that CCDC’s substantive vision for
Downtown San Diego will be lefi incomplete when CCDC's project areas expire.
Enhancing the marmer in which CCDC reports its progress and achievements, as somg
benchmark organizations have done, would provids a more complete picture of CCDC’s
performarice and its progress as the potentizl expiration of the Centre City and Horfon

Plaza project areas approaches.

N - CCDC’s cwrrent framework for
Indieators of CCDC's Succoss measuring and reporting perforinance in

v Pfupa‘g' Value I;megrlga relation to organizational goals is not
Redavelopment Projoot Aross sufficient to account for the full range of

¥ Ratio of Pyblic Investment to Increased goals addressed in the City’s Downtown
Property Values of 1: Community Plan, Agency’s

v Increased Affordsble Housing Inventory Redevelopment Plan and Tmplemeritetion
by 28% between 2004 and 2009 Plan, and CCDC’s annual Work Plans;

v High Lovels of Customer Satisfaction nor does it cover the breadth of activities

sjtbergevashenk iv



Exhilit 3: Redevelopment Plan Limitations for Project Aveas

TIF Racslvedas  Polentad TIF |
Year Final TF  TIF Umifstlon
Project Ama Adopted Date (i milliona) of 8/30/U8 lning
Cantre City . '
Marine Sub-Area 1076 122002027 AR
Colunbia SubrArea 1978 122912027
Gaglamp QuarterSub-Aroe | 1082 77282038 SN
Expanslon Sub-Arag 1902 iz
Total Cerntre Ciy
Horton Plaza 1972 7282028
Total All Project Areas

Scarcel OCDC's intemal Long-Tetm Planning Adalysis (as-of Yons 30, 2008)

Each project area will expire eitirer due to reaching the end of the project lifo oras a
resnlt of reaching the TIF cap. However, while the precise iming is unknown, evidénce
quggests that the TIF cap will be reached sooner then the final project expiration date. If
the Agency’s recéipt of $130 million in annusl tex increment funds for the Cantre City
and Horton Plaza project areas retanin constant, the cap could be reached in as fow as 18
years—resulting in the fermination of two project sub-areas before they reach their final
TIF date. However, sccording 2o CCDC management, the cap could ba reached in as fow

ag 13 years.

With this end in sight, CCDC is faced with critical challenges. The City’s Downtown
Commumity. Plas, the Agency’s Redevelopment Plan and Implementation Plan, and
CCDC's Work Plans set forth undreds of goals and resources available for achieving
them are limited. Not only does it appear that CCDC will reach its TIF cap seoner than
originally expected, significantly abbreviating the timeframe available to achieve thess
goals, but its primary funding stream eould be reduced in the near future. Bxisting tax
sharing sgreements require CCDC 1o divert spproximately 15 percent of its TIF
allocation to other government agencies—amounting to $19 million of CCDC"s budgeted
$133 million TIF allocation for Fiscal Year 2009-2010, This percentage is expected to
increass to nearly approximately 30 percentin Fiscal Year 2011-2012, amounting to
$40.2 million of CCDC’s estimated $138 million TIF allocation. Not only does CCDC
still have much to achieve, but it now must achieve its goals in an abbreviated timeframe
and with outside obligations restricting more of its funding strezm. According to
CCDC’s projections, it will have approximately $500 million in available TIF resources
within the next 13 years to complete a myriad of public imprevement and redevelopment

projects.

Many of CCDC'’s Redevelopment Activities Are Consistent with Best
Practices for Redevelopment Organizations

When we tompared CCDC with eight cities fn the United States that angage in
redsvelopment activities, we found thatno twe redevelopment agencies were alike with
Tegard to *how’ redevelopment activities are pursued in their respective cities. Despite
this, we found that CCDC s core functions appear to be in line with established best
ractices, including efforts to sireamline the design review process, facilitate public

siphergavashenk



infrastructire improvements, offer a varisty of financial assistance programs, perform
needs assessments and studies, and reach out to populations impascted by redevelopment.

CCDC Successfully Reduced Barriers ini its Design Review/Permitting Proeess

CCDC’s mole as the Design Review Board for Downtown Sar Diego is an important
activity contributing to its success a3 8 redevelopment organization; in fact, this function
is relatively unique-among its peers. Although redevelopment agencies are urged to
smprove the business climate by coordinating and streamlining looal government
reguletions within a redevelopment project, such as those related to land use and
pertnitting,* it is noteworthy that we found o other redevelopnent organization 1o be as
(involved in thig activity as is CCDC, In fact, this model reduced barriers by simplifying
forms used to apply for 8 development permit, lowered or eliminated foes associated with
permit applications, reduced the number of agencies or buresucratic steps required to
obtain approvals, and developed long-range plans that describe the strategic vision and
design guidelines within specific geopraphic areds, By mitigating bartiers to
development and reducing the time and cost associated with obtaining entitlenents,
CCDC ingreased incentives for private developers to develgp or tehahilitate property in
LaLeas suffering from blighted conditions or where incentives are otherwise lacking.

Unlike the City’s Redevelopment Division and the Southeastern Bconomic Development
Corporation (SBDC), CCDC is responsible for the permit design review process
ordinarily performed by the City’s Development Service Department for all discretionary
permits, including developinent, conditional nse, and neighborhood use permits.® CCDC
used this authority to-employ a “one-stop shop” to process entitlement applications,
enforce design guidelines through the imiplefentation of thres discrete-Planned District
Ordinances, and facilitate community input and feedback by conducting public hearings
and commmunity outreach. Staff engaged irt this activity developed a Centre City
Development Permit Application Packsge that provides specific submiital guidelines to
prospective applicants, and work closely with epplicants to ensure design plans meet
applicable design standards before a permit application is formally submitted.

According fo the Development Service Department, two factors differentiate CCDC’s
project review approach from the City’s approach. First, with regard to Iand use issues,
Downfown San Diego is the only region of the City that is covered under a Masfer -
Bavironmental Impact Review; developers seeking entitlement rights are not required to
conduet a full environmental impact review for each project, but are only required o
conduct and provide a far inore succinct secondary review. In contrast, outside the

4 Califorpia Debt Advisory Commission, “Recomimended Practices for Californiz Redevelopment
Agenoies,” April 1995, p. 40.

% In' 1978, the Redevelopment Agency adopted & rasolutios; to formatize CCDC's role as the Design Review
Boar! for the Centre City/Harton Plaza projeot areas by appointing members of the CCDC Boerd of
Directors as members of the “Design Review Board for all Centre City redévs{opatent prajects;” and in
1992 eliminated “the Planning Commission from the Agenoy*s design review protess in oxder to expedite
the review of'plans within the Centre City redevelopment praject areas.” (see San Dicgo Redevolopment
Agenoy Resolistion No. 364, Adopted January 24, 1578;and San Diegs Redevelopment Ageney Resolution

No, 2130, Adopted August11, 1992).

sjobergavashenk 10



downtown area, developers must conduot full environmental studies as part of the design
review process for each development, Second, the bifurcated relationship between the
Development Service Department and $an Diego’s Redevelopment Division and SEDC
requires developers to negotiate development agreements with the Redevelopmerit
Division or SEDC and then {o navigate the design review process with the Development
Servive Departinent. CCDC has the ability to manage both processes concurrently,
which can significantly reduce the time and expense associated with negotiating and
executing a8 development agreement. -

In addition to these differences, CCDC management noted certain recent improvements
that it has made to its design review process. First, CCDC responded to concems bronght
by the community, expressing & desire-for public input info projects at an earlier stage in
theprocess, and by developess, exprassing the desire o hear about concems of the Board
-and the public in a timely manner so as to avoid unexpected delays. In light of these
concerns, CCDC established a “pre~design” phase in its permit review process, thereby
allowing for a preliminary review of deyelopinens projects by the Board’s Real Bstale
Committee and the Centre City Advisory Committes, and facilitating forumns for public
comment on development projects at an early stage. In addition to this, CCDC also noted
that it began employing independent architeets to work with CCDC planners and
developeis to review plans, and established a panel of experts to mezt on a quarterly or as
needed basis to review plans for large projects—both with the intent of providing
increased service and'support to develojpers aud to belter ensure consistency with the
newly-adopted 2006 Downtown -Commumity Plan,

As a result, CCDG’s madel has gamered wide praise among developers and other
commmity members for simiplifying the pathway to nev construction downtown. In
fact, many stakeholders from the developmient community informed us that CCDC far
excesds other agencies in their ability to initiate projects promptly. Part of this success,
according to these stakeholders, is due to CCDC’s shility to process entiflements,
assemble land parcels, ieqrporate public input, and issye permits more quickly than
other city-controlled agencies—cutting costs for developers and making the process more

predictable.

CCDC Facilitates Infrastructore Improvements and Exercises Sirong Project
Management

Similar to ifs design review and permitting processes; CCDC is also unique among its
peers relafive fo its approach to implementing public improvement projects. Between
2005 and 2009, CCDC entered into 19 public improvement construction contracts,
totaling approximately $38.5 million that included parks, fire stations, sireet
improvements, sidewalks and streetlights, a pedestrian bridge, and a variety of other
projects. Public improvement projects are essential to removing blight and revitalizing
downtowns, business districts, indastrial areas, and residential neighborhoods.

While this appears widely recognized, CCDC is the only redevelopment organization
identified through our benchmark survey that actively manages public improvement
projects—although other agencies provide funding for public improvements as part of

sjobergevashenk 11
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EXECUTIVE LETTER

The purpose of this analysis is to evaluate the fiscal and economic impacts of proposed amendments to.
the City of San Diego’s review processes for hotels within San Diego’s Downtown Community Planning
Area. The proposal that we evaluated would effectively add a layer of review. This wonld represent a
departure from the current process whereby these projects are subject to review by the City Council under
certain specific guidelines, but the normal review process ends with CCDC Board approval.

We have focused on the concern that labor costs, in particular, will rise with this proposed process
change. Will an expected increase in labor cests significantly impact the feasibility of new projects? And

if so, what is the econoric impact?

First, we analyzed the feasibility of developing a protetypical 300 room hotel under two different
scenarios: developing and operating the hotel with and without union labor. Our overarching
conclusion is that the hotel is feasible using non-union labor but is not feasible using union labor.

In broadly analyzing thé feasibility of future hotel projects, we have determined that if labor costs
increase, hotel projects cannot and will not be built. In addition, the inability to build and operate hotels
would jeopardize the current effort to expand the San Diego Convention Center with a third phase,
because that phase must be accompanied by the development of hotel rooms to accommodate visitors.

Ironically, a proposal that will likely result in.increasing the cost of both developing and operating hotel
projects will have the opposite impact than what is. intended by its sponsors. Rather than causing hotel
developers and operators to pay higher salary levels to workers, the proposal will likely prevent future
hotet projects from being developed, thereby eliminating these prospective jobs. This proposal
jeopardizes San Diego’s ability to continue to grow and prosper as one of America’s great destination,
¢convention and tourism centers.

Based on the 12 hotels comprising 3,142 rooins that are currently proposed in Downtown, the following
summarizes the significant diréct-economic impacts that will be lost:

> $207 Million in T ransient O ccupancy T ax R evenue {over a 10 year period) — the average
anrinal TOT revenue equates to approximately $20.7 million per year.

» $8.2 million in Sales Tax Revenue to the City (over a 10 year period) — the average annual sales
tax revenue equates to approximately $820,000 per year.

» 10,071 construction jobs

> 1,571 permanent hotel service jobs

» $379 Million in Tax Increment Revenue (over a 30 year period) ~ $75.7 million in statutory
pass through; $75.7 million for housing; and $227 milljon in cash flow (bonding capacity of $80

raillion). In addition, the $75.7 million for housing translates to 510 affordable housing units,

In addition to the direct impacts, there are cumulative indirect and induced impacts which were beyond
the scope of this study. These impacts npplc through the local economy through additional rounds of
expenditure and would add to-the economic benefit that wil] be lost.
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INTRODUCTION

The London Group Realty Advisors has completed an assessment of the economic impact of
proposed amendments to the City of San Diego’s review processes for hotels within the
Downtown Community Planning Area. These changes would take the form of amendments to-
the downtown planned district ordinances (PDO’s) to require hotel projects that are sized over
100 rooms to be subject to a higher level of review, with final design review approval by the

Redevelopment Agency.

This review would represent a departure from the current process whereby these projects are
subject to review by the City Council under certain specific guidelines, but the normal review

process ends with CCDC Board approval.

The sponsor of this additional review,_process is “Unite Here!” Local 30, a union group affiliated
with various labor and frade councils, generally promoting the interest of hotel workers.

The London Group has been asked to analyze the feasibility of projects, as well as the economic
and fiscal impacts, if the proposed amendments are implemented. A key concern with these
amendmerits is that they will result in higher costs and potential project labor agreements

(PLA’s).

We have focused on the concern that labor costs, in particular, will rise. The question becomes,
will this expected increase in labor costs significantly impact the feasibility of new projects? And
if so, what is the economic impact?

Our analysis is strictly financial and economic in nature. We take no position regarding the
efficacy of PLA’s, except to address their likely economic impact.

Research for this project was completed in May 2010. Conclusions and recommendations are
strictly those of The London Group Realty Advisors. Users of this information should recogpize
that assumptions and projections contained in this report will vary from the actual experience in
the marketplace. Therefore, The London Group Realty Advisors is not responsible for the actions
taken or any limitations, financial or otherwise, of property owners, investors, developers,
lenders, public agencies, operators or tenants.
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CONCLUSIONS

The purpose of this sectiofi is to summarize our conclusions. Our approach to this study was to
focus on the potential impact of PLA’s on the feasibility of a hypothetical hotel project:

We also analyzed the potential impacts to the economy if the absence of feasible new hotel
projects results in a virtual moratorium on the development of these projects.

Our conclusions are as follows:

Project Feasibility

We have analyzed the feasibility of the developing and operating a prototypical 300 room hotel
in Downtown San Diego based on two sets of assumptions: using non-union vs. union labor, The
assumptions which drive this analysis are strictly based on the differential in labor costs.

The best test of project feasibility is to determine the Internal Rate of Refurn (IRR). The IRR is
the calculation of the overall annualized rate of return. Investors would normally target an IRR. of

15-20%.

The following summarizes the IRRs for a prototypical 300 room hotel development and ongoing.
operations with and without union labor:

1. Non-Union Proforma: Using non-union labor results in a feasible hotel project and yields
an IRR of 15%..

2. Union Labor Proforma: Using union labor this same hotel project would result in an IRR
of negative 4%. In addition; the hotel would not be able to. convert a construction loan to
long-term financing, eliminafing any reasonable prospect for development.

Our overarching conclusion is that the hotel is feasible using non-union labor butis not
feasible using union labor. Furthermore, such a project would not actually be built because a
construction lender would realize, through their independent forecasts of net operating income,
that the project value is significantly reduced. This, in turn, means that the project would not
qualify for long-term financing to successfully repay the construction loan. A construction lender
would not lend on such a project unless there was a clear path to full repaymient.

The following reasons detail the effects of union labor expenses on hotel development
feasibility:

e Using union labor adds $1.3 million to construction costs:

e The biggest impact of union labor is on operating expenses. Based on a five year
project investment, union labor decreases net operating income ANOD) by
approximately $1.2 million (Year 1) to $1.8 million (Year 5): The total loss in

income in five years of operations is projected to be $7.6 million.

S

Economic Impact Study for Downtown San Diego Parinership Page 50f 58



o The decrease in NOI redhices the value 6f the project by $25 million at disposition
after five years of operation.

o At the time of refinance, the maximum loan amount would be $48.6 million. This
renders the project unable to refinance because it falls $4.7 million short of the
remaining construction loan balance of $53.1 million. A constriction lender
would not provide the original loan based on these NOI projections.

o For perspective, to make the hotel project feasible using unionized labor, the
Revenue Per Available Room (RevPAR) would need to increase 51.5%, from
$117 to $164 in today’s market. This would require an initial average daily rate
(ADR) in Year 1 of operationis of $274 with all other aspects of the proforma
remaining constant. It is extremely unlikely that this can occur in the foreseeable

foture, if ever.

In addition to the impact of rising labor costs, adding a layer of review to the approval process
would have unintended consequences in the development of new hotels including delays and
unknown risk such as market volatility and increased difficulty in obtaining financing. These
factors would exacerbate the inability of hotels to be built with any certainty of costs and secured

financed.

Economic Impact

The following table summarizes the lost economic impacts, based on the conclusion that future
hotel projects are no longer feasible.

o

First 10 Years of

' Operations Annual Average
Total TOT of Proposed Hotels $207,318,952 $20,731,895
Total Saks Tax Revere to the City $8.150,413 $815,041
Total Impact to City General Fund $215,469,365 $21,546,936
Total Construction Jobs 10,071 Jobs
Total Permanent Jobs 1,571 Jobs

Source: London Geoup Realty Advisors, RA. Rauch & Associates, CA Board of Equalization

Over a ten year period, the City’s General Fund is estimated to lose approximately $215 million -
$207 million in TOT and $8.2 million in sales tax revenue. In addition, an estimated 1,571
permanent hotel jobs and 10,071 temporary construction jobs will not have been created.

These estimates are based on the 12 hotels totaling 3,142 rooms that are currently propesed to be
built in Downtown San Diego. We believe this estimate to be the conservative minimum impacts
because it ignores any other hotels that could be proposed as the local economy emerges from

the recession.
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The following table demonstrates the 30-year tax increment impact that would be lost if these
hotels were nof built. The tax of 1.125% levied on the incremental assessed value over 30 years
represents $36.1 million of tax increment. Of this tax increment, 20% ($7.2 million) passes
through to the City’s General Fund; an additional 20% ($7.2 million) is designated to provide
affordable housing for low income residents; and approximately $21.7 million (60%) is available
for the redevelopment of Downtown San Diego, including funding for infrastructure or

public/private partnerships.

AXINCRMT«IMPACTAFTER 30.YEARS:
Prototype Total Impact
300-Room of 10.5
Hotel Impact Prototype Hotels

Incremental Levy 1.125%  $36,149,395 $378,604,662
Statutory Pass Through 20% $7,229,879 $75,720,932
Increment Housing 20% $7,229,879 $75,720,932
Increment (Cash Flow) 60% $21,689,637 $227,162,797
Cunmilative Debt Level o . $7,625,686 $79,866,348

Source: London Group Realty Advisors

The total 30-year tax incremient impact of the 10.5 prototype hotels proposed in Downtown
represents approximately $379 million. An estimated $75.7 million is earmarked for affordable
housitig. Based on CCDC’s subsidy per unit of the recently built affordable housing pro;ect Ten
Fifty B, we have determined that 510 affordable housing umits could be built, which in tumn can

provide housing for 1,363 people.’

Conclusion

Our overarching conclusion is that if labor costs increase, these hotel projects cannot and
will not be built. As a result, significant economic impacts that would have been realized
will ha ve been f oregone. I n a ddition, the i nability t o bu ild a nd operate ho tels w ould
jeopardize the current ef fort t o expand t he San Diego C onvention C enter w ith a t hird
phase, b ecause t hat p hase m ust b e a ccompanied by the development ofhotel rooms to

accommodate visitors.

Ironically, a proposal. that will likely result in increasing the cost of both developing and
operating h otel p rojects will ha vet he o ppesite i mpact than w hati s i niended byits
sponsors. Rather than causing hotel developers and operators to pay higher salary levels to
workers, the proposal will likely prevent future hotel projects from being developed, theéreby
eliminating these prospective jobs. This proposal jeopardizes San Dxego s ability to continue fo
grow and prosper as one of America’s great destination, convention and tourism centers.

" Based on Affirmed Housing Group’s estimated stabilized occupahicy of'a'ri average of 2.7 residents per unif,
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Existing Unionized Hotels

There are three existing hotels in Downtown San Diego that were both built, and are currently
operating, with Union labor. These hotels are operating under a wholly different set of
economics and market circumnstances, to wit:

¢ They are premium hotels operating at the best locations garnering top-of-the-market
room rates. This report projects that most proposed hotels cannot operate at this level.
Thus, the economics of high labor costs do not work.

¢ The economic basis for which these hotels were built can support higher labor costs.

We have also been able to identify two downtown hotels that have some union labor, but these
jobs are balanced by a hotel work force that is mostly non-union.

None of these circumstances can be replicated by the proposed hotel projects which would be put
in jeopardy based upon the conclusions in this report.

Most importantly, these hotel owners and operators have elected to employ union labor without a
City requirement. There are no rules currently in place in which the City requires non-union”
labor. If future hotels elected to include union labor to either build or operate their hotels, there

are not rules in place to prevent this.

It is up to the labor negotiators to cut the best deals on behalf of their membership. And it is up to
hotel owners and operators to determine which labor option is most economically viable for their

project.
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HOTEL IMPACT ANALYSIS

The purpose of this section is to describe our analysis of the effect that higher labor costs will
have on the construction of new projects as well as the impact on hotel operations. To analyze
the impacts we have utilized a hotel prototype comprised of 300 rooms, which is a 3.5 to 4 star
full-service hotel. We have assumed an investment timeframe of 6.5 years from beginning
construction to disposition, including an 18 month construction period with the asset being held

for 5 years thereafter.

We have prepared two proformas that are included in the Appendix of this report:

» Non-Union Proforma: Assuming that the hotel prototype is constructed and operated
with non-union labor.

» Union Preforma: Assuming that the hotel prototype is both constructed and operated
with union labor.

The following sections detail the assumptions and results for each proforma.

Non-Union Praforma.

Development Costs

In this scenario, we have used non-union labor expenses for the construction of the hotel. The
total development costs for the project is approximately $84.1 million. Based on a loan to cost of
70%, the- construction loan is approximately $58.8 million. The balance of $25.3 million
represents the equity investiment, which includes a land acquisition cost of $9 million.

The labor costs for builditig and site work, using non-union workers, are approximately $13.1
million, representing 30% of building and site work costs, The total direéct costs in this scenario
are $52 million, as shown in the following table:

DIRECT COSTS (USING NON-UNION TABOR)- = a

Total Phase Cost Per Cost Per|

s Cost Bldg S.F. Room|
Building and Site Work (Exchiding Labor)  $30,520,000 $156 $101,733
Buflding and Site Work (Labor Only)  $13,080,000 $67 $43,600
FE&E $8.400,000 $43 $28.000
Total Direct Costs ‘ $52,000,000 $266 $173,333

Source: London Group Realty Advisors, Smith Travel Research, Goodwin & Associates
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Qpergtions

The first year of operations is assumed to achieve an average occupancy rate of 60%. The
occupancy increases to 68% in Year 2 and stabilizes at 76% for Year 3 and subsequent years.
The Average Daily Rate (ADR) in Year | is initially $195 and increases to $205 in Year 2, $215
in Year 3, and $224 in Year 4. Subsequent years increase by 3% per year, as shovwn in the
following table:

Year [ of Year2 of Year 3 of Year 4 of Year 5 of
Operations Operations QOperations QOperations Operations

Occupancy Rate 60% 68% 76% 76% 76%
Average Daily Rate $195 $205 $215 $224 $230
RevPAR $117 $139 _$163 $170 $175

Source: London Group Realty Advisors, Smith Trave! Rescarch, Goodwin & Associates

In this scenario, we have used assumptions about room expenses and food and beverage
expenses from the Smith Travel Research Hotel Operating Statistics Study 2009. Room expenses
for Year | of Operations are 28% of room revenue and decrease to 27% in Year 2 and 25.7% in
Year 3 as occupancy stabilizes. Food and beverage expenses are 75.8% of food and beverage
revenue, as shown in the following table. The total five-year expenses for rooms and food and
beverage are approximately $49.6 million.

. NON:UNTON-LABOR: ROOM-AND FOOD & BEVERAGES EXPENSESY. o
Year 1 of Year 2 of Year 3 of Year 4 of Year S of
Operations ~ QOperations  Operations  Operations ~ QOperations
Rooms:
" %-of Rooms Revenue 28.0% 27.0% 25:7% 25.7% 25.7%
Rooms Expenses $3,587,220  $4,116,335  $4,598,054  $4,781,976  $4,925,435
Food & Beverage
% of Food & Beverage Reveme 75.8% 75.8% 75.8% 75.8% 75.8%
Food & Beverage Fxpenses $4,215679 $5.016,658  $5.887,195  $6,122.683  $6,306,364
Total Food & Beverage Expenses _ $7,802,899  $9,132,993  $10,485,249  $10,904,659 $11,231,799

Sotirce: London Group Realty Advisors, Smith Travel Research; Goodwin & Associates

Investment Performance

The following table demonstrates the investment cash flow from operations of the hotel ufilizing
non-union labor. The initial investment represents a $9 million land acquisition and an additional
$16.3 million is invested for development costs during Year 1. The hotel begins operations after
18 months of construction, halfway through Year 2. The NOI is approximately $1.9 million i
Year 2, which is used to begin repaying the construction loan.

It is important to note that the total five-year net operating income generated from the project is
$27.8 million, which is based on non-union labor expenses.
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We assume the project is refinanced after two years of operations (Year 4) at a loan to vaiue of
75%. The maximum loan amount based on a 75% LTV would be $65.8 million after loan fees,
which successfully repays the outstanding construction loan balance of $48.7 million and yields
net refinance proceeds of $17.1 million. The NOI is approximately $5.5 million in Year 4 and
debt service for the permanent loan is approximately $1.3 million, resulting in approximately

$17.4 million available to begin repaying equity.

The project is sold halfway through Year 7 resulting in approximately $93.8 million in gross
proceeds after closing costs, which successfully repays the outstanding permanent loan balance
of $64 million. The resulting IRR of the equity cash flows is 15%.

R TUNION FABOR IPROJECT, CASH-FLOWS, AND: INVES TMEN T PERRORMANCE & S e
Year t of Year 2 of Year 3 of Year 4 of Ycar S of Year 6 of Year 7 of
Initial Investment: Investrment tment  Investment  fovestment  Investment
Equity Contributions ($9,000,000) ($16,267,917) $0 50 30 $0 $0 $0
Net Operating Income 50 $0 $1,906,728  $4,289,785  $5,470,560  $6,298,508  $6518,338  §3,307,334
Construction Loan Repsyment $0 $0 ($1,506,728) (34,289,785) (33,926,808) 30 $0 $0
Permanent Loan Repayment $0 $0 $0 30 ($1,254,544) (§5,018,175) (85,018,175) ($2.509,088)
Construction Logn
Grots Proceeds from Refinance (Less Loan Fees) 50 $0 $0 $0 $65,829,956 $0 $0 $0
.C i a 50 s0 0 $0 ($48,682.658) $0 S0 $0
Net Refinance Proceeds $0 S0 $0 50 $17.147,338 $0 $0 $0
Permanent Loan
Gross Proceeds from Project Sele (Less Cost of Sak) $0 £0 $0 50 $0 SQ $0 $93,786,550
Less: Loan Bahince 1] 80 £ 1] $0 $0 0 ($64,006,028Y |
Nect Sale Procecds $0 $0 $0 $0 $0 $0 $o $29.780,523
Equity Cash Flows (3%9,000,000) ($16,267,917) $0 $o §17,436,546 51,280,333 $1,500,163  $30,578,765
Project IRR: 15%
Source: London Group Realty Advisors
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Union Proforma

Development Costs

In this scenario, we have increased labor expenses for the construction of the hotel by 10% to
reflect union wages>. The labor costs for building and site work are approximately $14.4 million,
representing 32% of total building and site work costs. The total direct costs using union labor
are $53.3 million, as shown in the following table:

DIRECT COSTS (USING UNION-TABOR;
Total Phase Cost Per Cost Per
Cost Bldg S.F. Room|
Building and Site Work (Excluding Labor) $30,520,000 $156 $101,733
Building and Site Work (Labor Only)* $14,388,000 $74 $47,960
FF&E $8.400,000 $43 $28.,000
Total Direct Costs $53,308,000 $273 $177,693

Source: London Group Realty Advisots, Smith Travel Research, Goodwin & Associates

Direct building construction using union labor costs are approximately $1.3 million (2.5%)
higher than using non-union labor reflecting higher wages for construction workers.

The total development costs for the project is approximately $86.3 million. Based on a loan to’
cost of 70%, the construction loan is approximately $60.3 million. The balance of $25.8 million

represents the equity investment, which includes a land acquisition cost of $9 million.

QOperations

In this scenario, we have based our assumptions about room expenses and food and beverage
expenses on data from Smith Travel Research (STR) and Goodwin & Associates. STR identified
from their database approximately 350 hotels throughout the nation that are considered
substantially unionized, and an equal number of non-unionized hotels. We have based our
analysis on this resource, which is Iocated in the Appendix of this report (see STR HOST data).
STR and Goodwin & Associates-determined that room expenses and food and beverage expenses
of union hotels are 30% and 87.6%, respectively, while expenses at non-union hotels are 24.5%
and 74%, respectively, as shown in the following table:

? Turner Construction and Gafcon estimate this number to be between 10% and 20%. We have used the conservative.
estimate.

Economic Impact Study for Downtown San Diego Partnership Page 12 of 58



" Usion NOn-UﬁiOn T % Var,

Rooms Expenses (As % of Rooms Revenue ) 30.0% 24.5% 22.5%
Food & Beverage Expenses (As % of F&B Revenue) 87.6% 74.0% 18.3%
Source: Smith Travel Research, Goodwin & Assdciates

These operating expenses represent the performance of operating, stabilized hotels. We have
used STR and Goodwin & Associates’ room expense estimate of 30% upon stabilization in Year
3. However, roomn expenses for Year 1 are 32% of room revenue and decrease to 31% in Year 2
because t}ns category of expenses decreases as stabilization is achieved. Food and beverage
expenses remain constant at 87.6% of food and beverage revenue, as shown in the folowing
table. The: total five-year expenses for rooms and food and beverage are $57.4 million, which is
$7.8 million higher due to unionized labor.

UNION-TABORTROOM AND FOODE BEVERAGES | SES & o
Year 1 of. Year20f  Year3: Year3 of Year 4 of Year5 of
erations  Operations Operations perations  Operations
Rooms: '
%-of Rooms Revenue 32.0% 31.0% 30.0% 30.0% 30.0%
Rooms Expenses 34,099,680  $4,726,162  $53 67378  $5,582,073  $5,749,535
Food & Beverage
% of Food & Beverage Revenue. 87.6% 87.6% 87.6% 87.6% 87.6%
Food & Beverage Expenses $4.871,945 $5,79 2,615 $6,803 672 $7, 075 818  $7.288.003
Total Food & Beverage Expenses $8,971,625 $10,523,777 $12,171,050. $12, 657,892 $13,037,628

Source: London Group Realty Advisors, Smith Travel Research. Goodwin & Asseciates

Investment Performance

This section demonstrates the inivestment cash flow from operations of the hotel utilizing union
labor. The initial investment represents a $9 million land acquisition and an additional $16.8
million is invested for developrient costs during Year 1. The hotel begins operations after 18
months of construction, halfway through Year 2. The NOI is approximately $1.3 million in Year
2, which is used to begin repaying the construction loan.

It is important to note that the total five-year net operating income generated from the project is
$20.2 million, which is $7.6 million lower due o unionized labor costs for operations. This is.
significant because the NOI is the underlying figure. that value, or sale price, is based.

We assume the project is refinanced afier two years of operations (Year 4) at a loan-to-value
(LTV) of 75%: The maximum Joan amourit based on a 75% LTV would be $48.4 million after
loan fees. This project would be unable to refinance because it falls $4.7 million short of
repaying the construction loan balance of $53.1 million. In addition, a construction lender would
most likely anticipate this short-coming before the project i$ even built, and as a result, wounld
not-lend on the project in the first place:
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Assuming that the developer would contribute additional equity of $4.7 million at.the time of
refinance, the resulting equity cash flow IRR is a negative 4%, as shown in the followirg table.
This project would not qualify to refinance, and if it did, it would still be a losing proposition for

investors.

Year | of Year 2 of Year3 of Year 4 of YearS of Year6of Year 7 of
_Initial 1 ! Iyvestoent
Equity Contribwions ’ ($9,000,000) ($16,836,195) $0 $0 $0 30 $0 §o :
Wet Operating Income 30 $0 $1,339,896 $3,048422 $3,978417 $4,630,577 54,792,193 $2,431,507
Construstion Loan Repayment $0 0 ($1,339,896) ($3,048,422) (52,843471) $0 $0 $0 !
Penmanent Losn Repsyment $0 $0 $0 30 (8922,323)  ($3,689,294)  ($3.689,294)  ($1,844,647)
Construction Loan ]
Gross Piockeds from Refinance (Less Loan Fees) 50 $0 50 $0 $48,397.314 $0 50 $0
L ess:Comsiruction] epa 50 50 £0 50 (553,050,939} 30 S0 20
Net Refinance Proceeds 50 $0 $0 30 (54.653.626) $0 $0 $0
|Lermanent Loan
Gross Proceeds from Project Sale (Less Cost of Sale) $0 ¢ 0 $0 $0 $0 $0 $68,950,591.
Less: Loar; Baknee 50 0 i) 50 0 ) 50 (847056357)
Net Sak Procecds 30 $0 30 0 .. .5 $0 $0 $21,894,233
Equity Cash Flows (89,000,000) ($16,836,195) 50 L] (54,341,004)  $941,283 $1,102,900  $22,481,093
Project [RR: 4% ,
Saurce: Loadon Group Reaky Advisors

Feasibility Conclusion

Based upon our analysis of the Non-Union Proforma and Union Proforma scenarios, it is our
conclusion that a hotel with unionized labor is not feasible. Furthermore, such a project would
not actually be built because a constructioni lender would realize, through their independent
forecasts of net operating income, that the project value is significantly reduced.. This, in turn,
means that' the project: would not qualify for long-term financing to successfully repay the
construction loan, A construction lender would not lénd: on such a project unless there was a

clear path'to. full repayment.

While the increase in constriction costs is a factor, the big factor rendering the project infeasible
is the higher opérationial costs that ' would be associated with unionized Iabor. The five year NOI
difference betivéen the two scenarios is $7.6 million, or approximately $1.5 million per year on
average. At the time of salé in Year 5, the difference in NOI is $1.8 million. Based on & cap rate
of 7.0%, this represents a valuation decrease of $25 million, whlch is strictly atiributable to

higher labor costs of operations.

-

For perspective, to make: the hotel pro;ect feasible using unionized labor, the. Revenue Per
Available Room (RevPAR) would need to increase 51.5% from $117 to $164 in today’s market.
This means that the initial average daily rate (ADR) in Year 1 of operations would need to be
$274 with all other aspects of the proforma remaining constant. It is extremely unlikely that this

will happeri in the foreseeable future; if ever.
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HOTEL DEVELOPMENT FORECAST

In this section, we have determined the number of equivalent prototype hotels that could be
developed in the foreseeable. future in Downtown San Diego. By determining the number of
prototype hotels that would be built in the future, we can calculate the economic and
employment losses that would occur if these hotels were not developed due to the effects of

union labor on feasibility, as detailed in the Economic Impacts of No Development section of
this report.

Proposed Hotels

There are currently 12 hotels totaling 3,142 rooms that are proposed to be built in Downtown
San Diego. Based on a room count of 300 rooms, we have determined the equivalent of 10.5
prototypical hotels have been proposed for development in Downtown San Diego, as shown in
the following table:

B PROPOSED DOWNTOWN SANDIEGO HOTEES?
Map HotelDeveloper Rooms Status
1 Spinnaker Hotel 250 Proposed
2 Marrjoft Renaissance Hotel 365 Proposed
3 Westfield Corporation 450 Proposed
4 Village Hotel 89 Proposed
5 Intercontinental Hotel 525 Proposed
6 Vivara Hotel 275 Proposed
7 Colmmbia Tower 402 Proposed
8 Hotelon 8th 110 Proposed
9 BF Hospitality 340 Proposed
10 10th Avenue Hotel 128 Proposed
11 Staybridge Suites- 126 Proposed
12 Holiday Inn Express 82 Proposed
Total 3,142 '
Prototype Hotel 300 Rooms
# of Prototypical Hotels Proposed 10.5 Hotels

Source: London Group Realty Advisors, PKF Consulting, CCDC

The following map shows the locations of the 12 proposed hotels in Downtown San Diego.
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Convention Center Expansion Demand

The purpose of this section is to demonstrate the number of hotel rooms, and prototypical hotels,
that would be required to support the convention center expansion. This is a critical, if not the
most important factor, that will determine if the expansion can be successful. In ordeér to attract
conventions, Downtown must be in a position to offer an adequate supply of hotel rooms at
affordable prices.

According to Price WaterhouseCoopers, the proposed expansion of the San Diego Conventlon
Center would result in 296,000 additional annual attendees. In addition, CIC Research, Inc.>
estimates that an estimated 53,092 (18%) friends and family accompany Convention Center
attendees on their visit fo San Diego. This results in a total of approximately 349,000 new
visitors due fo the Convention Center expansion, as shown in the following table:

[PROPOSED, CONVENTION CENTER EXPAT PATTENDEES
New Registered Attendees Due to Expansnn 296, 000 Attendees
Guests per Registered Attendee (Additional 18%) 53,092 Guests |
Total New Visitors (Including Guests) . 349,092 Visitors

Source: London Group Realty Advisors, CIC Research; Price WaterhouseCoopers

Not all new visitors coming to San Diego attending a convention will stay in hotels. CIC
Research, Inc. has determined that 84%, or approximately 293.000 visitors, booked hotel
reservations in San Diego. In addition, 73% of this figure, or- approximately 214,000 visitors,
actually stay in. Downtown hotels. CIC Research, Inc. has determined that an average of 1.4
persons occupy each hotel room: and the average length of stay is 3.73 mights. This results in a
demand for appraximately 570,000 new hotel room nights in Downtown, as shown in the
following table:

; HOTEL ROOM NIGHTS DEMANDED

% Vlsmors with Hotel Accommodations &1_%
New Visitors with Hotel Accommodations 293,237
% Hotel Accommodations Located Downtown' 3%
Visitors with Hotel Accommodations Located Downtown 214,063
Avg. People Per Room 1:4 People
Avg. Length of Sta 3.73 Nights
Total New Hotel Room Nights 570,326

Sousce: London Group Realty Advisors, CIC Research

9, 2008.
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A total of 2,056 hotel rooms would be required to be built to satisfy demand for 570,000 hotel
room nights per year at a stabilized occupancy rate of 76%. Based upon a 300-room hotel count,
the 2,056 rooms demanded represents 6.9 prototypical hotels that would be required to support
the convention center, as shown in the following table. However, this figure is conservative
because it assumes that 100% of the demand for the 6.9 hotels is generated by the Convention
Center. In reality, the Convention Center impact would be broader, impacting the development

of more hotels.

TELS DEMANDED DUETO,SDCC EXPANSION

Hotcl Occupancy Rate (Stablized) 76%
Total Available Room Nights Demanded 750,429
Total Roons Demanded 2,056 Rooms
Prototype Hotel 300 Rooms
# of Prototypical Hotels Demanded 6.9 Hotels

Source: London Group Realty Advisors
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EcoNoMIC IMPACTS OF NOQ DEVELOPMENT

In this section, we have analyzed the impact to the region of no development based on two.
conclusions:

o The prototype hotel using umion labor is not f easible and would result in no hotel

development
e Approximately 10.5 prototypical hotels, or 3,142 rooms will not be built

To estimate the impacts of no development, we have analyzed the following factors associated
~ with the development of a 300-room prototype hotel:

» Transient Occupancy Tax & Sales Tax Revenue
» Construction Jobs

» Permanent Employment

» Tax Increment Financing

Transient Qccupancy Tax & Sales Tax Revenue

We have evaluated the transient occupancy tax (TOT) and sales tax revenue generated by the
prototype hotel using non-union labor for the first ten years of its operation. TOT is 16.5% of
Room Revenue and is projected to be $19.8 million. Multiplying the TOT by the 10.5 prototype
hotels results in a total ten-year TOT impact of $207 million. This is money that will be lost dite:
to the infeasibility of hotels, which would otherwise go. directly into the City’s General Fund to
pay for essential public services such as police and fire departments. In addition, the Tourism
Marketing District Assessment is 2% of room revenu¢ and is used t6 promote events and tourism
in San Diego. This fund would lose approximately $39.5 million ovér the same ten year perlod,

as shown in the following table:

TOT S TOURISM M ARKETING DISTRICE ASSESSENT.
Room Rcvemle (First 10 Years of Operations) $188,523,190¢
Transient Occupnacy Tax (City)
10:5% Transfent Occupancy Tax 319,794,935
# of Prototypical Hotels Proposed 10:5 Hotels
Total TOT of P'roposed Hotels $207,318,952
Toiirism Marketing District Assessment
2.00% Tourism Marketing District Assessment $3,770,464
# of Prototypical Hotels Proposed 10.5 Hotels
Total Tourism Marketmg District Assessment of oA
24
Proposed Hote]s $39,489,3

ERREC SO RS

Sowcer London Group Realty Advxsors, CA Bonrd of Equalmhon
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The City would also lose sales tax revenue if the proposed hotels are not built. Approximately
75% of ancillary revenue (food & beverage revenue, telecommunications revenue, etc.) is
taxable and 1% is captured by the City. The prototype hotel will generate approximately
$778,000 in sales tax revenue for the City. Multiplying the sales tax revenue by the 10.5
prototype hotels results in approximately $8.2 million of lost sales tax revenue, as shown in the

following table:

Ancillary Revenue (Fn'st 10 Years of Operanons) $103,760, 826
75.00% Taxable Ancillary Income $77,820,619
8.75% Sales Tax $6,809,304
1.00% Sales Tax to the City $778,206
# of Prototypical Hotels Proposed 10.5 Hotels
Total Sales Tax Revenue to the City $8,150,413

Sowrce: London Group Realty Advisors, CA Board of Equalization
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Construction Jobs

We have estimated the number of comstruction (temporary) jobs created to build a prototype
hotel. We estimate that there would be approximately three million man hours required to build
the prototype hotel. The total construction duration is 1.5 years and would require 962
construction workers to build this hotel based on a 40 hour work week and 52 work weeks per
year. Multiplying the number of construction jobs by the 10.5 prototype hotels results in
approximately 10,071 construction jobs that would be lost if the hotels that are currently
proposed in Downtown were not constructed. The breakdown of these jobs include 5%
managers, 70% skilled workers and 25% laborers, as detailed in the following table:

A,

/= i CONSTRUCTIONJOBS.

Construction Duration 1.5 Years
Man Hours 3,000,000 Hours
Hours Per Week 40 Howrs
Weeks Per Year 52 Weeks
Man Hours Per Job 3,120
Construction Jobs for Prototypical Hotel 962

# of Prototypical Hotels Proposed 10.5 Hotels
Total Construction Jobs 10,071 Jobs
Category

Management 5% 504 Jobs
Skilled Workers 70% 7,045 Jobs
Laborers 25% 2,518 Jobs
Total 100% 10,071 Jabs

Source: London Group Realty Advisors, Turner Construction
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Permanent Employment

We have evaluated the number of permanent jobs created to operate a prototype hotel. We
estimate that there would be approximately 15 management jobs, 60 housekeepers, and 75 other
employees, including front desk attendants, bartenders, and servers. A total of 150 permanent
jobs would be created by the development of the prototype hotel. Multiplying the number of jobs
created by the 10.5 prototype hotels results in 1,571 permanent jobs that would be lost if the
hotels proposed in Downtown were not constructed, as shown in the following table:

PERMANENT EMPOVYMENT,

Employees Based on Employees Based on

| Category 1 Prototype Hotel  11.3 Proposed Hotels
Management 10% 15 157
Housekeepers 40% 60 628
Front Desk, Bartenders, Servers, etc. 50% 75 786
Total Permanent Jobs 100% 150 1,571

Source: London Group Realty Advisors, R.A. Rauch & Associates
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Tax Increment Schedule
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4 Based on Affirmed Housing Group’s estimated stabilized occupancy of an average of 2.7 residents per unit.
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Ten Fifty B Affbrdable Ho using (229 Units)

Total Project Cost $90,000,000

CCDC Subsidy (Low Interest [oan) $34,000,000

Subsidy Per Untt $148,472
Prototype 10.5 Hotels

Increment Housing $7,229,879  $75,720,932

Affordable Housing Units Developed 49 Units 510 Units

People with Affordable Housing (2.7/Unit) 130 People 1,363 People

Source: London Group Realty Advisors, Affirmed Housing Group
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STR HOST data

Comparison of Expenses and Profits as Percentage of Revanues
Union vs. Non-Union Hotels: By Size (Number of Rooms) - 2008

Financial Statement Line ltems

< 150 Rooms

150 - 299 Rooms

Union [Non-Union|% Var.

" Union |[Non-Union|% Var.

Department Expenses (as % of Dept/Total Revenus)
Rooms: as % of Room Revenue
F&B: as % of F&B Revenue

Total Deparimental Expenses as % of Total Revenue

Department Profit (as % of Dept/Total Revenue)
Rooms: as % of Rocom Revenue

F&8: as % of F&B Revenue

Total Department Profit as % of Total Revenue

Gross Operating Profit

e . w ath o e one e

67.7% ! 75.3%

(]
| —

Z491% | _39.1% (NS

R o)
E102%

15.5% T _14.1%

C50.9% 1 _60.9%_ |

I T T

e e e s e s ke A o e e

101%)_12.4%
L216H%|_51.3%

Financial Statement Line ltems

300 - 498 Rooms

> 500 Rooms

Department Expenses {as % of Dept/Total Revenue)
Rooms: as % of Room Revenue
: F&B: as % of F&B Revenue

Total Departmental Expenses as % of Tofal Revenue

Department Profit (as % of Dept/Total Revenue)
Rooms: as % of Room Revenue

"715% [ radn &

0oL 72.3% [ 75.6% A
e 4

F&B: as % of F&B Revenue | 16.5% _1_ 294% _IZEI%] 224% | _ 33.4% _
Total Department Profit.as % of Total Revenue- | 54.1% ! _ 58.0% _iG60%:] 57.5% ] _58.1% _-12%
Gross Operating Profit 7% | _333% [A07%| 386% [ 3656%
Source; STR HOST data; RRC Associates; Goodwin & Assoclates
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Non-Union Proforma
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DOWNTOWN SAN DIEGO HOTEL PROTOTYPE -
FULL-SERVICE HOTEL PROFORMA (US]NG NON-UNION LABOR)

PROUECT SUANIARY

Timing

Start Yesr 2011 Lmd Acqu;smon §9,000,000
[nvesiment Timeframe . 6.50 Years Direct Costs $52,000,000
Soft Costs _ $13,739,570

PROJECY.DETAWS T -7 0 o Ty S L Financing Costs (Excl, Imerest) $470.410
Hotel 300 Rooms| Subtotal $75,209,980
Average Room Size 326S.F. Construction Loan Interest 58,863,916
Building Eﬂictency 50% Totai Constraction Costs $84,073,896

95,600 5.F.

0]  Jcash Equity 50

84,073,896  [Developers Equity $0

70%) Inveswor $25,267,917

6.50% Additions! Required 50

Loan: Amount $56,805,979 Equity During Construction $25,167,917
Required Equity for Construcifon $25.267,912 Additional:Carry 50
,  (Total Equity Required $25267.917
? ) CGonstructiori Loan $49,942,064
Construction Duration (Qurs) 6 Construction:Loan Imerest 38861016
# Qirs for Opertions before Refl 8 Totsl Construction Loan $58,808,979
Certificate of Occupancy Date (Qrs) 7 Total Funds' $84,073.896

NV S EMENEPERFORMNANCE

"Cash On Cash

15| |oitial -35.6% {$9,000,000)
Stabilized NOJ, Qtv 15 $6,175.008 203k -£4,4% {$16,267,917).
Refinance Cap Rate 7.00% 2002 0.0% 50
Refinance Value £88,214,400 | 2013 0.0% W
Interest Rate 6.50%|  |2014 69.0% $17436,545
Amortization (Y edrs) 305 |201s 5.1% $1,280,333 {
75.00% 2016 5.9% $1,500,163
$66,160,800 2017 121.0% $30,578,769 |
$5,018,375 2018 0.0% %0
1.23 2019 0.0% 50
12 2020 0.0% 30
$s,145840] 202t 0.0% 50
367,843,963 2022 0.0% L)
$66,160,800 2023 0:0% 0|
55,018,175 2024 0.0% 50 [
g 1.13 2025 0.0% $0
Proeceds me Refinance . 2026 0.0% . $0
Refinance Loan-Amount $66,160,800 Total Profit $25,521,898
Less: Loan Fees 0:5044 ($330,8049) Discount Rate 10%
o55; Remini io 2 (5486826581 NPV of Profi( $5,055.246
Net Froceeds From Refinance $17,147,338 Annualized Internal Rate-of Retura (IRR) 15%
Equitv Muitiple . /s
PISPOSTIION. 10 . 8}
20]
QurofSsle - . 26
Proleet Valyation @ Disposition
Project Sale Price 70% Cap $94 495265
Less: Loan Balance (364,006,028)]
Net Proceeds From Sale: - - $29,780,523




DOWNTOWN SAN DIEGO BOTEL PROTOTYPE

F.Ul.éL-SERVICE HOTEL PROFORMA (USING NON-UNION LABOR)

Project Counstruction Costs

§ Square Feet Rooms
Gross Building Area 195,600 300
{Annual Inflation Rates: Const. Costs 0.00%]

‘ _ Project StartsIn Qtr 0

Total Phase Cast Per Cost Per Project Cost Schedule
Cost Bldg S.F. Room Start Ot Duration

Land Costs o
Land $9,000,000 $46 $30,000 B
Total Land Costs $9,000,000 $46 $30,000
Direct Costs
Building and Site Work (Excluding Labor) $30,520,000 $156 $101,733 | 6
Building and Sitc Work (Labor Only) $13,080,000 $67 $43,600 t 6
FF&E $8,400,000 $43 $28,000 1 6
Tota] Direct Costs. $52,000,000 $266 $173,333
Soft Costs
Architecture & Engineering 3.3% 32,169,406 311 $7,231 I 6
Marketing 1.0% $657,396 $3 $2,191 | 6.
Permitting Fees 40% $2,629,583 $13 $8,765 1 6
Legal & Accounting 0.5% $328,698 $2 $1,096 } 6
Prope}rty Taxes 1.0% $657,396 33 $2,191 1 6
Organization & Administration 0.3% $197,219 $1 $657 1 6
Developer Fee 3.0% $1,972,187 $10 $6,574 1 6
Soft Cost General Reserve 1.8% $1,183,312 $6 $3,944 1 6
Pre-Gpening 3.0% $1,972,187 $10 $6,574 1 6
Contingency- 3.0% $1,572,187 $10 $6,574 | 6
Total Soft Costs $13,739,570 $70 $45,799
Financing Costs {excl, Interest)
Estimated Loan Fees 75% (Including Broker Fees and Closing Costs) $420,410 $2.15 $1.401 [
Inspector Fees _ $50,000 $0.26 $167 1 6
Total Fii!ancinLCbsts (excl. Interest) ~ $470,410 $2 $1,568 '
|Total Project Costs $75,209,980 $385 $250,700 |
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DOWNTOWN SAN DIEGO HOTEL PROTOTYPE

FULL-SERVICE HOTEL PROFORMA (USING NON-UNION LABOR)

Cuplualivation
Yaar 2001 2012
Period MChaine Pertad 1 Perlod 2 Pertod Pertsd 4| Prriod S Perded 6 Pertod 7 Pakas
rj Inflasion of Construrtine Casts i 1000 3,000 1.000 1.006 i.000 1.000 1000
(=l
$75,209,980 Totst Construtiion Casls - $9,000,000 $10,964,918 310,964 $1 27] $10,964,92 510,964,928 SIIIE5308 » 30
327291254 Net Ourating fncome s0 sb 0 $0 [ 30 10 $953,364 $931,364
$45829.996 Gress Proccods From Refinane 30 30 50 L] 50 0 0 $0 $o
529,780.52) Groas Prooendx From Prujec Sate 50 0 30 $0 50 50 50 5o 0
$49 841,064 Constrection Loun Draw $o sn $5.661,940 $10.964.92¢ $10,964,92% $10,964.92¢ $11.385.338 50 s
175, 209.9%0] t Coats (Exc). ot} {39,000,000) 310964570 (510,964,91) [$10,954.921) ($10,964928)  (310,964510) (311,385.138) 50 £
SIB01TI1" Avellable Cusk Fibw ) 0 ] 0 ED E) £ 95,364 3953364
t
! [ZTTETR
$25,167,917 ity Comiribnsion (Construciion) $9.000,000 SN, 028 $5,302,918 50 0 [ [ %0 o
! 50 Uity Contribution (Additional) S0 0 80 ) 30 0 30 0 0
$25267,917 Requlired Equity Funding $9,000,000 S10.064928 35302988 (3] 5 $0 $0 [ : [
H g
i Searces of Cuclial
$K23.401.772 Avsilsble Cush Flow S0 30 30 s 50 50 5933364 $951364
$49,942.084 Conuvuction Loan Dmw 0 = $5,661.940 $10,964.928 $10,964.97% 10,954,920 $11385.338 n 30
25,267,917 Equity Investman $9.000.000 S10.964.928 $502.98% 0 50 s S0 30 50
$198,611,75) Total Caplinl Avalladle 99,000,600 T10,964918 $10,964928 510,964,928 18,964,920 310,964,928 511,385,738 £953,364 $933,464
[ Reoarmeas o Caphis)
358,804,979 Co lion Loan Arpaywncrd (inel Interent Experac) s0 $0 so $0 s s0 ] 5953964 $933.344
$13,799,982 Permanend Loen Repeyment (incl, Intereat Expense) sn o so 30 50 s0 0 S0 30
$23.267,937 Repaymens o Basiry 50 ) S0 50 0 50 $0 so [
$25,527,293 Profis Disteltration {ar vhorthall) [1) 1] b1} [) %0 4] 50 50 so.
nim:m Toisl Use of Avallnbie Caah ] ] _ 30 ] ] £ s $053,564 _$953364
] .
v
[ o 50 E) so 50 s0 5453364 £951.364
$9,200,000 Siperon $5,702.9%% $0 50 $0 56 s 0
%0 ‘50 53,661 940 310,964,922 $10.964.932 310.964,928 $1.385.300 50 <0
39,000,000 $10,964,928 510,964,928 $10,964 928 510,964,921 510,964,928 513,385 338 $953,364 $953360
9,000,000 510,964,928 $10.964.923 510,964,928 $10.964,92¢ 310,964,920 £11,135.358 [ S0
(e} brweren K 30 ] S0 E ] 0 0 0 3953364 $953,364
Penanent Lown Repayrment (). loeress Expmae) 50 s 30 50 $0 50 $0 (5] 30
Retum of iquity & Prefered Distrirotion 0 30 0 50 30 s $0 S0 ]
. Profk Distribution {os shorsfall) 50 s 20 $0 $o 50 0 s [+
¥ X $5,900.000 $10,964,528 S10,964.928 310,964,978 510,964,928 $10,964.918 $11,385,398 £933,364 953364
($9,308,000) {$10,964,015) ($5,302.99%) 30 50 S0 ] K] 7]

P




DO\\?N’I‘DWN SAN DIEGO HOTEL PROTOTYPE

FULLSERVICE HOTEL PROFORMA (USING NON-UNION LARD}

Capmalbarion
! Your 013 2014 053
Perind Peried 9 Peried 10 Puled ) Peried 11 Teriod 13 Parbod 14 Perind 15 Pertod 16) Partes 17
inflation of Construchon Costs Lo 1.000 1.000 ).000 1,000 _J,000 1.000 1.000 1,000
Totel
$75309930_Volal Cocatrocilion Conty N ] 0 ] 50 ) " 50 50
$27,791,254 "Nt Operating Inoote $98X364 $933.364 FNTIGT $1191528 S1.191,529 SLI9LSH 31, 343752 51,543,752 $1.541752
$65,529.996 Grosy Peccoeds From Relinamce 3o s b} $0 $0 30 $45.920.996 0 sn
$29,780.523 Gross Froveeds From Pigject Suk 30 » bl 0 ] $o 3 0 5
349,342,064 Consiruction Losh Draw 30 50 %0 $0 $0 50 30 0 0
(575,209,910 Develupmeey Costs (Excl. InL) 30 30 $0 0 $0 $o 80 $0 s
$123401.772 Avaikbie Crob Flow $9533¢4 3950364 $1,191,528 S1LISLNS 81,191,528 HRTIEG) $67.37, 48 $150,752 $1,543,752
! oty Raxrss )
$25,267.917 Equity Cemtribution {Constywetivn) LY (7] 50 30 $0 0 $0 30 $0
f___30_Exuity Contribubion {Adltiione) N 30 sn L] $0 50 50 [ 0
$15,167,917 Kegulred Rquity Funding 3 8 0_ 0 s (] $0 $0 [
v
R Bowress of Canilal
$121,401.372 Avaitablc Cish Flow 5953,364 $953,364 51,191,520 SL.191,528 51,191,528 s1.191. 58 $62,47),748 $1,540.752 51,943,752
$49.942 064 Corstrction Loan Draw 50 56 k] 0 $0 0 0 30 50
525267917 igquity lrvestmest 80 50 s 50 0 30 s0 50 s
198,611,750 Totu CapiA Available $9A3344. 3850,364 $1191 588 . $L,191.93¢ 31,197,528 1,191,578 $67,373,248 1,543,752 11.840,751
Reoevment of Capite]
$56,805.979 C. oes Lown Reyaymmem (mcl. Intesest $953,364 $953,364 $1,191,520 s1,491.528 31,191,528 t,191,522 350,226,410 o %0
513,799,992 Pervranens Loax Repeyroen (incl. intereat Expense) $ 30 4] $0 36 50 [ £).234.54 $1254.344
$23.261.917 Repaymmt 10 Equlty s (7] [ 0 0 [ $17.047,338 519,200 s289.208
$24.527.898 Proft Ditribution {61 dhanvihB) 30 50 S0 50 $0 o) i ) 30
$123,408,771 Taini Use of Avalisbie Cask $083,364 3933,364 $1,191,$38 $1,191, 518 $1,191.518 5,(01,58 $67,3N.740 51,543,752 31,843,752
[} L,
| Cash n
! INat Reveri $933.364 953,364 $1.19,510 $1.190.528 $3.191,928 S1L191,528 567,370,740 $1,54.752 51,543,782
- Exgurty Contribetions 30 0 50 » $0 $n 50 b ()
irpetion Loan Draw 50 $0 50 o o 30 0 30 0
atel Caabin 353,364 9953, 364 Sl,lOléll SI,ID!.SB 31,191,420 31,19),528 562,323,748 {Iéﬁ;ﬁl n,g_g,m
' [Cask Ouitiows
’ Deselopmant Coses 50 $0 50 1] 0 n n ] 30
i G ion Loysh R Y finct. Foeren L3 ) $931 564 £953,)64 $1,191,528 11915208 31,191,528 $1,198,528 £50,226,410 ¢ 56
i Permwncot Losn Repaythed (incl. Intrrest Expame) 40 $0 0 s L 0 1) $1,254,544 $1,254.548
Repun of Equity & Prefarved Distribution 0 30 2] 5 s 50 $)7.147398 $289.208 289,208
Pyofis Dharsbulion {or shornifht) o (] 0 50 %0 «© 30 o 30
int Cash Ol 953,364 $953364 5),191,528 $5,191,518 Shio e 31,191,318 547,573,748 $1.543,781 $1,843,753
{Eantiy Cush Flows 0 50 ] 0 st ] SIK147.398 5289,208 3289208




DOWNTOWN $AN DIEGO HOTEL PROTOTYPE
FULLSERVICE HOTEL PROFORMA (USING N'DN-U,NlON {.ABOY

Capafizetion
) Year 2016 ' ’ ’ 2017
Freisd Perdod 18 Perisd 19 Prried 20 Periad 31 Period 12 Pulsd 23 PReckod 4 Ferdad 23 Periea 2¢ Perind 27
| Irflatsan of Constrechon Casty 1000 1,000 Lo 1.000 1,000 2,000 1.000 J oo 1.000 1000
Tow i . .

[ 575309990 Totai Caratrarilen Costs [ [ ] $0 ) [ [ 30 [ 0
$27.701.753 Nt Opamting Income i $1.343,752 $1.605.5® $1,608:502 51,605,502 51,608,502 31,653,667 "$1.653,867 $1.893.667 $1.653.667 $0
$65.419,996 Gross Proceeds From Refirance o b 0 0 80 $0 so 50 3 50
m.'iu;m Gross Proceeds Froe Projey Sule 30 0 30 50 50 {4 so 50 329,780,323 50
$49,942,068 Conssruction Lo Drew s0 [0 0 50 $0 0 50 $0 w 0

{375.309,980) Developrrant Casts (Brel. Int) 0 ] () so $0 S0 50 50 50 50
YIL'M}III,?"‘ AvelbMe Cush Fidw 31540752 51,605802 S1.608.502 $1,605.502 7 51,808,501 $1,653,667 31,693,667 51,653,867 531 AM 190 $0
H Eauify Sturee.
515467917 Camity Contiution (Corsouttion) 58 0 50 s ] 50 50 s6 0, 1)
150 Equity Conibution {Additionss) £ sn sn___ [{] b1 sa S0 0. N (W 50
- [525387,917 Requived Equity Fundiag L ® ] 30 ) 5] 0 [ " 30
k Sonrxiel Cupltal
5123.401,772 Availabls Cush ¥low 1,543,752 51,605,502 51,608,502 $1.405502 $1.608.50 $1.653.867 $1.653.567 318534667 $31424.150 s
$A9,941.064 Codetruction Ludn D ] 80 50 4] [ s -] 50 50 1]
$25,67,917 Equity Inveshincol- $0 30 _30 30 )] S0 50 30 50 50
$190,611,733 Total Capltn) Aviliable i 51,560,752 s S50 51,605,502 $1,608.5% 51,651,667 31,688,657 31683461 31,434,198 50
A}
$51.305,979 C ion T.oan Repayment (inct. Inverest F) S0 % 0 50 $0 50 ] .50 50
$13,99.982 P Lenn Repuymen {inel. Istcrosl Expense) $1.294.544 51,234544 S1asd.544 31.234,344 51,254,544 1,254,544 $1.254,504 51,254,544 $1.154,544 50
$25.267.917 Repayment 1o Equbry S189.208 $150958 $150,958 $350,958 $350.95% 399,613 £399,128 $399.423 $4.651,751 $0
$25,522895 Profit Distribution (or ghonifall) 30 0 s 1) 0 30 50 50 525,427,895 $0
$123,401,772 Total Use of Avallshle Cash 81,343,752 11,608,503 31,608,502 1,604,501 31605502 51,653,667 51,653,567 31,853,661 531434190 (7]
1
| :
' $1,543,752 51,608,302 $1.603.502 1,608,302 $1,605,500 $1,651,667 $1.653,667 1,633,667 $11434,150 0
i 50 0 0 sa 50 0 ] 50 30
50 so 56 s 0 s8 $0 £0 0 80
$1,543,752 $1,608,501 $1,605,502 $1,609,502 $1,608,501 31,683,667 $1,653,667 31,653,667 £31,434,190 e
L
i ICodd Duifibers ’
( Developeriont Coxls ') 20 s ) 50 50 30 30 50 s
' Cenniweiton Loan Repwymen {incl. Inmemest Expense) 50 50 0 50 $0 50 30 $0 $0 $0
i P Losn Rep fimc), bnteress Bxperse) $1,254.5¢4 $1.254.54¢ $1,254,544 51254544 51,254,564 31,254,544 $1.254,544 $1.254.544 $1254344 50
| Return of Bxplry & Prefired Disribution 3249209 $350.958 $350.958 350,858 $350.958 $399,128 3199123 $3%9,123 34,651,751 0
i Profit Distribution (oc sharefuil) 50 30 50 30 50 » -] s0 525,527,895 50
. Tetw) Cash Owt 63,543,752 $1.605,501 51,605,502 31,605,502 0508 1,683,667 $1,653,467 51,053,667 $31;434,190 0
. {Eauhy Can plows_ . STwam X iR 350,588 950,058 B [XENEE] [\ XEEN 3019646 R




DOWNTOWN SAN DIEGO HOYEL PROTOTYPE
FULPSERVICE HOTEL PROFORMA (USING NON-UNION LA BOR)
Lonn;Swmwy

i

| Year 2011 2012
l Period AtClosing Period 1 Period 2 Period 3 Period 4 Period.§ Perlod 6 Perlod 7 Period §
iTotl  Compirection Loan - §ammary
§49,942,064  Constsucion Loan Drew 50 50 $5.661,940 510,964,928 516,964,928 $10,964.928 §11,385,338 50 50
$8863916  Construction Losn intercst S0 S0 50 $92,007 $271,682 $454,277 $639,839 $835,248 $833.328
($10,123,321) C ion Loan Repayment (From NOT) $0 S0 $0 50 o s0 $0 (8953,364) (5953,364)
$48,682,658) Construcilon Loan Repayment (Inch. Intorest) 50 $0 50 $0 $0 50 50 $0 $0
50 Construction Loan Balanca S0 ) $5.661,940 $16,718.875 527.955.485 $39,374,690 551,399.867 551,28} 751 $51.161.71$




DOWNTOWN SAN DIEGO HOTEL PROTOTYPE
FULL-SERVICE HOTEL PROFORMA (USING NON-UNION LABOR)
Loan Summary

Year 013 2014
Poriod Perled 9 Peried 10 Pertod 11 Perted 12 Perlod 13 Perlad 14 Period 1S Perlod l6|
Towm]  Congtrugtionlosn - Symmary
$49.942,064  Canstruction Loan Draw S0 50 50 $0 50 $0 50 50
£8,863,916  Cansiruction Loan Interest 5831378 §829 396 $827 381 $821.464 $815,450 5809339 §803,128 30
(510;123,321) C ion Loan Repay (From NOJ) (8953,364) (3953,364) (81,191,528} (51,191,528} {31.191,528) (31,191,528) {81,543,752) S0
3“8:682.‘ 658) Consiruction Loan Repsyment (Incl. tnierest) s S0 S0 50 S0 SO (348,682,658) SO
180 Consiruction Loan Bat $51.039,729 $50,915,761 §50,551,613 §50,181,549 $49.805471 _$49423,282 $0 $0




DOWNTOWN SAN DIEGO HOTEL PROTOTYPE
FULL-SERVICE HOTEL PROFORMA (USING NON-UNION LABOR)

Construction Cost Forecost
Year 2011 wiz
Period At Closing Peried 1 Period 2 Perled 3 Prrlod 4 Pertod 5 Period 6 Period 7
. Inflation of Comatruction Costs { 1.000 1.000 1.000 1.000 1.000 1.000
. Expenditures yxel: internat)
S?.QO0,000 Land $9,000,000 30 $0 K $0 $0 $0 $0
! Rirect Cogly
§30,520,000 Buitding and Site Work (Excluding Labor) §0 §5,086.667 35,086,667 $5,086,667 $3,086,667 $5,086.667 $5,086.667 50
§13,080,000 Bullding snd Site Waork (Labar Only). $0 32,180,000 $2,180,000 §2,180,000 §2.180,000 $2,180,000 $2,180,000 s¢
$8,400,000 FFRE $0 $1,400,000 §1,400.000 $1,400,000 $1,400,000 §1,400,000 $1,400,000 S0
Sefk Coaty
§2,169,406 Architecture & Enginecring 50 $361.568 §361,568 $361,568 $361,368 3361,568 §361,568 s
$657,396 Masketing p] 3105.566 $109.566 S109,566 5109,564 $109,566 §109,566 S0
$2,629,583 Permitiing Fees $0 $433264 $438,264 §438,264 $438,264 5418,264 $438,264 so
$]25,698 Legal & Accounling $o $54,783 §$54,783 554,781 §54.783 $54.783 §54,783 L0)
$6517,396 Property Taxes 30 $109.566 $109,566 §109,566 §109.566 $109,566 $109.566 S0
$197,219 Organization & Adiminisirati s $32,870 $32.870 532,870 532,870 $32,870 $32,870 so
$) 972,187 Developer Fee 50 $328.658 $128,698 $324,698 §328,693 $328,698 $§328.698 50
$1,183.312 Soft Cost Genersl Reserve 50 5197,219 $197.21% $197.219 $197.219 $197.21% $197.219 $0
S:l.m187 Pre-Opening 0 $318,698 $328,69% §328,698 £328,658 $328,698 $328,698 $0
$1.972,187 Contingency 50 §328,698 §328.698 $328,698 $328,698 $328.698 $328,698 so
\
$420,410 Esthmared Lown Fees .75% (Including Broker Fees and Cloting Cosus) 50 1) $0 50 50 s $420,410 S0
$50.000 Ingpectnr Fees Y $333) $8,313 53,333 58313 $8333 $3,333 $0
375,209,980 Tota] Expenditurey. 59,000,000 _ $10,964928  $10964938 510,964,918  $10,964,929 §10,954,929 $11,385338 S0




DOWNTOWN SAN DIEGO HOTEL PROTOTYPE

FULL-SERVICE HOTEL PROFORMA (USING NON-UNION LABOR)
Casit Flow Forecast

Year lnhhlr 2001 2012 2013
Poriod 0 1 2 3 4 5 ] 7 8§ §
Profect NOY $0 50 $0 50 S0 0 951,364 $953,364 $953,364
Loss; Construction Loan Paydown S0 $0 $0 $0 50 50 (5953,364) (5953,364) ($953,364)
Less: Quaricrly Debt Servics (Perm. Loan) 50 50 50 50 0 50 50 $0 50
Total Cash Flow Before Taxes $0 $0 [ ) ') $0 50 $0 )
Gross Procceds from Refinsnce 30 50 ) $0 Y] so %0 0 5
Lesx: Loan Fees s 50 S0 50 $0 S0 $0 C ] 0
Lsas: Consinuctlyn Laan Repayment 50 30 so 50 0 $0 50 0 50
Neot Refimance Proccods 50 $0 $0 30 §0 50 $0 S0 50
Sale Price | S0 50 $0 0 50 S0 S0 0 50
Less: Loori Balance $0 5o s0 $0 $0 $0 S0 $0 S0
Less: Con of Sale S0 S0 50 S0 $0 50 $0 30 $0
Not Sals Prétoods [ $0 ] $0 ) $0 () $0 30
[Total Project Cish Flows ) 58 $0 $0 0 50 S0 0 0
]




DOWNTOWN SAN DIEGO HOTEL PROTOTYPE
FULL-SERYICE HOTEL PROFORMA {USING NON-UNION LABOR)
Casli Flow Forecast

Year 2014 2018
Perfod 10 11 12 13 14 [} 16 17 l_g_
i
Project NOI $953.364 $1,191,528 $1,191,528 $1,194,528 SlJ9l,§28 §1.543.752 $1,%43,752 $1,343,752 51,543,752
Lets; Construction Loan Paydown ($953,364)  (51,19L528)  ($1,191,528) (51,191,528}  (SI,)91528) (51,543,752} 50 $0
Less: Qudsterty Debt Service (Perm. Loan) 50 $0 s0 $0 $0 50 (51,254.544)  (5),254.544)  (51,234,544)
Total Cn:tg Fiow Before Taxxs $0 50 [7] 50 $0 [ $289,208 $289,208 $189,208
¢
Gross Proeceds from Refinance $0 £ 50 §0 0 $66,160,800 S0 $0 $0
Loss: Loan Fecs $0 50 so so 50 ($330,804) 50 50 0
Less: Consiruction Loan Repaymont $0 S0 S0 30 S0 ($48 682,658} S0 50 50
Net Reflnance Procecds [ ) $0 50 S0 S517,147338 s9 ) 0
) J
Sale Prics | () $0 $0 S0 50 50 50 50 ]
Less: Loan Balanca $0 S0 S0 50 S0 $0 S0 $0 50
Less! Cost of Salo $0 <0 $0 so 0 50 $0 50 S0
Nct Sale P'!n«td; 0 $0 50 0 50 $0 0 50 50
[Xotal Project Cash Stows $0 50 0 50 S0 $17,147,338 $289,208 $289,208 $289,208




DOWNTOWN SAN DIEGO HOTEL PROTOTYPE

FULL-SERVICE HOTEL PROFORMA (USING NON-UNION LABOR)
Cash Flow Forecast

Year l 2016 2017
Perlod 19 20 1 n pz] % 25 16 27 28
Project NOt §1,605,502 £1,605,502 $1.605,502 $1.605,502 $1,653,667 $1,653,667 $1,653,667 51,653,667 ) 50
Legs: Conpmclion Loan Psydown S0 S0 $0 S0 50 $0 S0 S0 $0 $0
Less: Quartery Debt Service (Perm. Loan) ($1,254.544)  (S125454d)  (S1,234.544)  (S1234,544)  (S1,234.344)  ($)254,544)  -(81,254.544)  (51.254,544) SO $0
Total Cash’Flow Beforc Tuxes $350,958 5350958 $350,958 5350,958 $399,123 §399,123 399,123 $399,123 S0 )
Grass mecd: from Refinance $0 50 0 $0 50 so ] s0 0 $0
Less: Loan Feas $0 st 50 $0 50 so $0 S0 s0 $0
L.ess: Confiruetion Loan Repayment $0 50 $0 $0 s0 0 50 s0 50 $0
Net Refinsnee Proceeds $0 50 [ $0 (7] S0 [T S0 0 )
]
)4
Sale Prico | $0 S0 S0 so 56 so 0 394,495,265 50 S0
Less: Loen Balance S0 50 S0 $0 $0 $0 S0 ($64,006,028) S0 S0
Lesy: Cost of Salo 0 50 S0 S0 (1) ) 50 (§708.714) S0 S0
Not Sale Proceeds $0 $0 st $0 0 $0 $0 $19,780,523 ) sa
i
{Tatat Projcct Cash fows $350,988 $350,958 T $350,958 5359958 5399123 $399,123 £399,123 $30,179,646 [ 30
1

!



DOWNTOWN SAN DIEGO HOTEL PROTOTYPE
FULL-SERVICE HOTEL PROFORMA (USING NON-UNION LABOR)

FHote Operations
oper YR 1 OPERATIONS % PstRoqin VRIOPERATIONS % Per Room YR3IOPERATIONS % PsrReam YR 4 OFERATIONS YRIOPERATIONS %  PexRaom
. ¢ HOTEL ROOMS]| LD ’ 300 300" 300 300 i
TOTAL ROOMS AVAILABLE 109,300 109,500 109,500 109,500 119,500
#ROOMS OCCUPED 65,700 74,460 0,220 83,220 83.220
OCCUPANCY RATE (%) 60.0% 62 0% 0% HON 76.0%
. AVERAGE DAILY RATE| $198 $205- 5218 $224 $230
i ADR INFLATION sm 5.0% a0 108
REVENUE PER AVAILABLE ROOM $117.00 §139.23 $163.39 $169.93 $175.02
DEPARTMENTAL REVENUE
ROOMS’ ! 12,611,500 64.5% 195.00 15,245,685 M 20475 17891,260 645% 21499 18,606910 645% 22339 19,165,117 645% 23029
FOOD 3,634,091 183% $3.33 4325530 18.3% s30% 5,076,125 18.3% 61.00 5279170 18.3% 6344 5,417,345 18.3% 4534
BEVERAGES 933,551 (B 1431 1,110,926 4% 1492 1.303.704 4% 15.67 1,355.852 4% 16.29 1396528 AT% 1673
OTHER FOOD & BEVERAGE 993,140 5 0% 1512 1,184,838 5.0% 15,87 1386919 5.0% 1667 1442396 5.0% 17.33 1,485,668 0% 17.88
TELECOMMUNICATIONS 119,177 0.6"% 181 161 820 6% 1.50 166,430 0.6% 2.00 173.088 0.6% 308 173230 06% 214
OVHER OPERATED DEPARTMENTS #93,826 45% 13.60 1,063.652 4.5% 1428 1.248.227 4% 1500 129,157 45% 15,60 1337.101 5% 1607
RENTALS & OTHER INCOME 397,256 204 608 12,734 20% 633 $54,768 20% 6.67 576,958 2.0% 6.93 594,267 2,04 7.14
9 7943} 0.4% 121 94,547 0.4% 1.27 110,954 0.4% 133 113,392 04% 139 118853 0% 1.
JOTALREVENUE 19.862,791 100.0% 302.33 23636124 1000% 31244 21738387 160.0% 33131 28,341923 100.0%  346:65 9713360 1000% 35708
ROOMS 3,$31.220 0% 54.60 4,116,335 70% 5528 4,598,054 15 1% 5525 4,781,976 25.7% 5146 4925438 25.7% 59.19
FOON &'DEVERAGES 4215619 TSR% 64,57 5016.658 75.8% 6137 SHE7,198 75.8% 70.74 8,122,643 75.3% X7} 6,306,364 7588 7878
TELECOMMUNICATIONS 173.621 HMST% 2641 191304 134.9% 257 01,871 12¢9% 250 216,186  1249% 2.60° WAL 1249% 268
} j 764,543 3.0 1164 842,413 3.6% 1%} 918,367 1.3% 11.00 951981 3.3% 1144 980,541 3% LTS
TOTAL EXPENSES 8,741 082 4404 13305 10,166,710 0% 13684 11,608,487 418% 13948 12072821 A13% 14507 12435017 ATSW 14942
¢
TOYAL DEPT PROFIT 10121729 S6.0% 169.28 13470011 STO%  130.% 16,129,960 83% 19NN 16,775,096 8% 200.S8 17278,349° 382%  207.62
¢ .
UNDISTRIBUTED EXPENSES
ADMINISTRATIVE & GENERAL 1.648.612 83% 25,09 1.961 848 83% 2635 2.302.286 ° 3% 1147 2394378 % BN 2465209 83% 29.63
MARKETING 192669 (=24 9.3 2056395 R ne2 1,658,472 5% ni1 193281 6.9% 2.0 1,990,793 67% 2392
UTILITY COSTS 254,160 3% 13,00 1916379 4% 1363 1,192,751 43% 1433 1,240,461 43% 145 1.277.674 3% 15.35
5 § ik 913,688 A.6% 1341 1 037,209 4.6% 1480 1275966 4.8% 1533, 1,327,004 4.6% 1595 1366815 46% 16,42
TOTAL UNDISTRIBUTED EXPENSES 534309 269% 1391 6,121,981 259% [F¥7) 5629415 3.9% 1966 6.894.654 9% 82.85 7101493 UM% 85.33
GROSS OFERATING PROFIT i 5,773,638 B.1% 7344,i01 3L1% 9,500,428 M 9488443 3% 10176258 303%
§
OTHER EXPENSES
PROFERTY TAXES 635,609 3% 9.67 736.373 LM 10.16 847.629 h¥: 3 1067 923,134 32% 1Lo9 950,828 3% 143
FRANCHISE PEES (ROYALTY) 178,763 0Py 27 212730 2.9% 236 243,645 0.9% 300 299,634 0.9% 2 267,420 0.5% 321
INSURANCE 238333 1.2% 18 .84 12% s 332261 12% 400 346,475 1L.27% 416 336.560 12% 428
MANAGEMENT FEES BASE 397.236. 20% 6§08 47,734 20% 638 554,763 2 641 576.958 20% 693 594267 20% 7.14
MANAGEMENT FEES DASE 117,942 0.6% 1.90 147406 0.6% 198 190,930 oI1% 229 198,619 0.7% 239 204,577 O.T% 246
TOTAL OTHER EXPENSES 1567926 9% 23,88 1.312.886 19% 2518 2215382, 20% 66 2304517 0% 271.69 2373,653 0% 28.52
INCOME BEFORE RESERVES 4210,712 1nax 5ATSIN4 22% 7284543 3% 157595 163% 7.803,293 263%
REPLACEMENT. BESERVES (1 397236 2.0% 709,102 MW 1,109,535 Q% 1,193,947 40% 1,188,534 4.9%
Nol % 3 813,456 19:2% 4,768,113 202% 6,175,008 3% 641,008 | 213 6,614,649 22.3%
: Ancil
: NOJ| Room Revenue Rovenue)
Growth Beyand YR § 1.0% KLY ) 0%y}
YRS i 56313009 [ 519.740071 | $7282.929
YR? ! §1817302 | 52033213 | $7.430.714
YRS $1228077 | $20942341 ) $7,705:136
YR9 STAUNE8 [ $21.570509 | $7.936.290
YR 10 ST1468214 1 $22217624 | 5317437
YRl $7398260| $22884,152| 8419610
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DOWNTOWN SAN DIEGO HOTEL PROTOTYPE-
FULL-SERVICE HOTEL PROFORMA (USING NON-URION LABOR)
TOT & Tax'Revonue Tracking

\ Year lnithlL 20m I 2012 2013
Poriad 0 1 2 3 4 5 3 7 8 9
t !
ol Qggration: R
$83,720.472 Room Rovenue S0 so 50 50 50 SO 53202875 $3202875 3,202,875
58,790,650  10.50% TOT (City) 0 50 0 50 so 30 $336302  $336302  $336302
$1,674/409  2.00% Tourism Marketing Divtrict Assessment $0 50 0 0 50 e $64,058 $64,058 $64,058
Ansifiary Revenug
546,078,710  Ancillary Revenue $0 S0 50 $0 $0 S0 S1.762,823 51,762,823  $1,762,823
$34,559,032  75.00% Taxeble Ancillery Income S0 30 50 $0 80 S0 S1322017 SN 81,322,117
$3.023,915  8.75% Salce Tax 50 30 0 0 50 $0  SIIS6BS  S1IS685  S115685
5345590 1.00% Sales Tax to tbe City 50 50 0 50 50 80 $13,221 $13,221 113,21

Sourco: CA Board of Equalization
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DOWN'fI‘OWN SAN DIEGO HOTEL PROTOTYPE
FULL-SERVICE HOTEL PROFORMA (USING NON-UNION LABOR)

TOT & Tax Revenne Tracking

Year
Period

Kt s ! cars.
o Opgration; Reom Revene
$83,720,472 Room Rovenue
$8,790,650 {6.50% TOT (City)

$1,674,409 2.00% Tourism Morketing Disirict A
]
., Angjliary Rovenye
546,078,710  Anoiilary Revenue
$34,559,032  75,00% Taxablc Anciliary Income
$3,023915  8.75% Salos Tax
$345,590  1,00% Sales Tax to the City

Sourec: CA Board of Equalization

2014 2015
16 1t 12/ 13 14 15 16 17 18 19
$3202,875 $3811,421 $3,811,421 $3,810421 S3,811,421 S4,472.815  $4,472,815 $4.472,815 S4.472,815 54,651,728
$136302  $400,195  $400,199  S400I99  540D.199  $469.646  $469,646  SA69.646 5469646 54583431
$64,058 $76,228 376,228 $76,228 $76,228 $89.456 599,456 $89,456 389,456 §93,035
$1,762,823 32,097,759 52,097,759 2,097,759 52,097,759 32,461,782 $2,461,782 $2,461,782 52,461,782 52,560,253
SI32211T  SL,573319  S1,S73319  SISTISNG  S1,573319  §1,846336  $1846336 81846336  S1,846336  $1,920,190
$115.685  S137.665  SI37.665  S137,665 5137665  S5161,554  $161,554  $161.554  S161,554  $168,017
$13,.221 $15,733 515,733 $15,733 $15.733 $18,463 $18,463 $18,463 $18,463 $19,202
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DOWNTQWN SAN DIEGQ HOTEL PROTOTYPE
FULL-SERVICE HOTEL PROFORMA (USING NON-UNION LABOR)

TOT & Tax ’[Rmnn Tracking

5 Y

$83.720472
$8,790,650

$1,674 409 2.00% Tourism Marketing District Asscssrment

l
[
$46.078,710

$3,023,915
$345,590

Year

Period

Roowm Rovenye

Room Revenue
10.50% TOT (City)

VEen

Angijlary Revenag
Ancillary Revenue
§34,559,032  75.00% Taxablc Anclllary Income

B.75% Salcs Tax
1.04% Sales Tox to the City

Source: CA Board of Equalization

2016 017

20 ] 22 23 |- 25 % 27 18
$4,651,728 54,651,728 84,651,728 34,791,279 §4,791279 $4,79)1.2719  §4,791.2T9 54,935,018  $4,93501%
$488,431 §4838,43) $488,431 $503,084 3503,084 $503,084 $503,084 $518,177 $518,1717
§93,035 $93,035 $93.035 $95,826 $95.826 §95,826 $95,826 $98,700 598,700
§2,560,253 32,560,253  $2,560,253  $2,637.061 $2637,061 8§2,637.061 52,637,061 51815707 $1,815,707
§1,920,1%0  $1,920,190  §1,920,)9¢  $1.977,796 $1,977,796 $1,977,796 S1.977,796  $1361,781  $1,361,781
$163,017 $163,017 $168.017 $173,057 3173,057 $173,057 $173,057 $119,156 $119,156
§19,202 $15.202 $19.202 §19,18 $19,778 $19,778 $19,778 313,618 $13,618
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DOWNTOWN SAN DIEGO' HOTEL PROTOTYPE
FULL-SERVICE HOTEYL PROFORMA (USING UNION LABOR)
Assumplions & Resuits

BROSECESGVNANDT

CROIECT DETAILS 7 g ) EEeT LT =
Hotel: : 300 Rooms

Average Roome Size 326SF
Building Efficiency 0%
195,600 S.F.

Gross Building Area

PROVECT UNDERS RIJENG -

SUMYIARY GF BSES

SUMMARY OF SOURCES .

1
Land Acquisition $9,000,000
Direct Costs $53,308,000
Soft Costs $14,085,173
i 3 $479.112
Subtotal $76,872,888
Construction Loan Interest $9,246,039
Totsl Construction Costs 386,118,923 |

2an Sk Equity Summary
Project Scart Period 0] |Cash Equity 50
Total Construction Costs $86,118,923 Developer's Equity $0
Loan to Cost 0% Investor 25,836,195
Interest Rate 6.50% Additionsl Required 0
Losn Amount £60,282,728 Equity During Construction $25,836,195
Required Equity for Construction $25,836,195¢  |AddliionntCoryy 30
— Totsl Equity Requlred 325,836,155
PROJFCY SCHEDULING. T 2 s Loan Summsry
‘Construction Start Quarter 1 Cansiniciion Loan $51,036,690
Construction Duration (Qtrs) 6 struct I t $9.246.039
# Qtrs for Operations before Refi 8 Total Covstrnction Lony 560,282,728
Cenificate of Occupancy Date (Qtrs) ? Total Funds $86,118.933
REFINANCE INY ESTMENT PERFOGMANCE 0 0 SN j
Bermanent Fingning Cash On Cash Net Cosh Flow
Qir of Refinance 13 Iniusl -348% (89,000,000)] .
Stabitized NOL Q7 15 $4,539,782 201t -65.2% {516,836,195)
Refinance CapRate 1.00%| 2002 0.0% 50
Refinance Vilus $64,854,022 2013 0.0% 50
Interest Rote 6.50%) 2014 12.2% (54,441,008)(
Amontizition {Years) 0f  |z2015 3.6% $941,283
WE_‘— 7500%| 2016 4.3% $1,102900
LTV Loan Amount $48,640,516 2047 87.0% £22.481,093
LTV Anntal.Debt Service $3,689,294 2018 0.0% $0
lisultir_xg‘ DCR 1.23 2019 0.0% $0
Required DCR. 12} |00 0.0% ®
Max Anoual Debt Service - $3,783,151 2021 0.0% 0
DCR Loon Asount - $49,877,955 2022 0.0% 30
Permancnt Loan Amoant $48,640,516 2023 0.0% $0
Annuai Debt Servive $3,689,294 2024 0.0% 0 [
Debt Coverage Ratio 1.23 2025 0.0% 0 |
. s c8 © (2026 0.0% 80 |
Refimnce Losn Amount £48,640,516 Total Profit (85,751,923)
Less: Loen Fees 0.50% (5243,203) Discount Rate 0%
Less: Remaining Construction Loan Balagee 50 NPV of Profit ($15,301,221
Net Progeeds From Refinance w Angcuallzed Iuternal Rate of Return (IRR) 4%
Equity Multiple Rfa
DINPOSENION” e
Holding Period (Qtrs) 20
jQtx of Sale
Praject Valuatfon (@) Disnosition
Projecs Sale Price 2.0%Cap $69,471,628
Less: Loan Balance ($47,056,357)
Lzss: Cost of Sale 0.75% ($521.037)
Net Proceeds From Sale $21 894233 |




DOWNTOWN SAN BIEGO HOTEL PROTOTYPE
FULL-SERVICE HOTEL PROFORMA (USING UNION LABOR)

Proje"ct Construction Costs
: Square Feet Rooms
Gros'is Building_ Area 195,600 300
[ Annual Inflation Rates: Const. Costs ' 0.00%!
P " Project Starts In- Qtr 0
| ' B ~ Total Phase Cost Per Cost Per Praject Cost Schedule
! Cost Bldg S.F. Room Start Ot Duration
Land Costs ' ' '
Land $9,000,000 $46 $30,000 9
Total Land Costs ' ' o $9,000,000 546 $30,000
Direct Costs
Builjing and Site Work (Excluding Labor) $30,520,000 $156 $101,733 ] 6
Building and Site Wock (Labor Only) $14,388,000 $74 $47,960 i 6
FF&E £8,400,000 $43 $28,000 i 6
Totn;l Direct Costs $53,308,000 $273 $177,693 ‘
t
Soft Costs
Arch;tbcmre & Engineering 3.3% $2,223,975 $11 $7,413 1 6
Marketing 1.0% $673,932 53 $2,246 1 6
P,e:m;ining Fees 4.0% $2,695,727 $i4 $8,986 1 6
Legal & Accounting 0.5% $336,966 $2 $1,123 1 6
Prop%rty Taxes 1.0% $673,932 $3 $2,246 ! 6
Organization & Administration 0.3% $202,180 $1 $674 1 6
Developer Fee 3.0% $2,021,795 $i0 $6,739 1 6
Soft Cost General Reserve 1.8% $1,213,077 $6 $4,044 ! 6
Pre-Opening 3.0% $2,021,795 £10 $6,739 1 6
Contingency ‘ 3.0% $2,021,795 $10 $6,739 1 6
Tota]| Soft Costs $14,085,173 £72 $46,951
Finallwix_lg Costs (excl. Interest)
Estimated Loan Fees .75% (Including Broker Fees and Closing Costs) $429,712 $2.20 $1432 8 1
Inspector Fees : _ $50,000 $0.26 $167 I 6
Total Financing Costs {excl. Interest) ) $479,712 52 $1,599
[Total Project Costs ' $76,872,885 $393 $256,243 |
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DOW;NTOWN SAN DIEGO HOTEL PROTOTYPE

FULL-SERVICE ILOTEL PROFORMA {USING UNION LAROR)

Crpliofizaion
i Yoar 2051 2012
] Period AL Chalng Ferlod | Poriod 2 Pevled 3 Perfod 4 rawas Perioa 6 Perod 7 Perlod 8
ll Inflotion of Consiraction Costs 1 u_m 1.000 1,000 1.000 1.000 1000 1 003
Total
37 Toial Cous Costs $9,000,600 $11,240,529 $11.2405%9 511,349,529 1 9 311240829 $11,670,240 50 36
20,221,012 Not Operating tiome 30 S0 3 sa $0 $0 0 669, 4K 366994
$4R.397.3)4  Grom Proceods From Refinence S0 0 $0 30 30 30 s0 0 56
$21.834,731 Gross Procueds From Project Sske 50 50 0 30 so 0 0 50 0
S51,036690 Comtruction Loan Draw [ 50 £3,644,863 511,240,529 $11.340,529 $11.240,529 541,670,240 50 50
Devitopimeni Costs {Eied. Ini.) 000 10 $11,260,539) ($11,240.82% (311,240,529) S11,240,529) ($L1,670 241) 30
90.?!1.!59 Avsiiable Cashi Flow 50 0 0 ] 0 o ) 3¢ $469,948 659,949
i)
i Baity Sourees
425,836,195 Equity Cordyibaien (Construcsion) 39,000,000 S1I2529 $5,593.666 30 $0 3 n s0 30
i $0 Equity Contribwvion [Additions! 0 0 30 30 $ 50 30 _s0 3
| 315,036,193 Reguived Fgulty Pucding 59,000,000 S$I1,240,52 39,593,466 30 3 0 50 » 30
; SERER
¥ Sauress o Crplty]
200.512.559 Avallable Cash Plow 30 50 ] 50 ) 0 S6H3. M4 3669940
m.‘o)gno Comtruction Losn Draw 1 0 $5.644.063 511,240579 $11,240,529 $11,230,329 $11.470,240 50 0
| 325016,1y3 Equity Ipvesment _ $9,000,000 4 hef __$0 30 %0 0 N 50
917,385,443 Total Cuplial A vifiable 39,990,008 ETRIGH 311,240,529 311,240,529 SIEa40s7y $11,240379 $11,670,240 $69.940 SHA IS
: . AL —=Ael
PTG
340,282,728 Ci iom Losa R 1t fincl. dnterea? E S0 56 n 30 0 56 5o $6455.540 $660,940
$10,145.558 Pomanént Loes Repsyment (incl. Imerest Expense) 30 50 0 30 0 0 ] sa 0
514,737,898 Repaymenl (o Cquity 30 30 i) 0 0 0 30 50 in
-$4,653,826 Profit Digtyibution (o simféll) $0 p] n $0 $0 50 $n_ s0 £{1]
390,912,555 Toin) Uta af AyaDabie Cash % 50 1) st [ 50 S0 $669.940 $59.548
¢ Casx in
f Net Reveruies s s0 n % 50 5 % 649,94 So69.948
Equity Coniridutions 9,000,000 $11.240,529 $5,593,666 0 $0 s 0 sn 1)
Constraction Lads Dreve 30 0 33,644,851 $11.240529 $11,240,529 $11.240.5%9 111,670,240 $0 $0
) [ Fois] Cash In $9,000,008 $31,240,519 $11,240,523 315249519 $11,2¢0,529 311,240,529 511,679,240 3669,948 S669, M3
! CauthOntawn .
N Development Costs $9.000,000 $13.240329 $11.240.51% 511,240,529 $11,240.529 311,243,529 $11.670.240 $0 50
! (o si6m F,can Repaymen! (inel. inderest B: 30 $0 0 S0 S0 so o SEROME $669.948
i Permd Lobn Rep (ol Interest B 5 0 50 $o 30 0 30 50 $b
i Retu of Equsty & Preferyed Disiibutton 50 50 10 34 s 50 50 50 3a
Profit Distributien (or shonbis) () 50 50 0 0 0 0 s0 50
k Totsl $3.060.000 $11,240.529 $1,240,329 $11,240.829 $1L,240.819 211,240,579 $11,670240 2649,948 55663943
i ity oo Flaws SR00000)  iHLINSH)  (SI9E66) = ) 3 3 ) 30




DOWNTOWN SAN DIEGO HOTEL PROTOTYPE
FULLSERVICE WOTEL PROVORMA (USM UNION LASQR)
Cnpulluwm

Year 2013 2004 015
: Porlod Periad Period 10 ruted U Parkod 12 Perlod 13 Pertod t4 Perfad 15 Pertad 16 Perdad 17
|
] faffution of Covartractian Cs 1000 1,000 1.000 {009 1.000 1.000 1.000 {000 1 000
Tot
$76371,188 Toin Casstvyrilon Conts [y 73 y 50 50 9 Y [0 )
520,221,012 Nct Opersting incomne $669,943 $669,48 3154263 $854,263 $854,263 $854.263 1134945 $1.134945 stams
$48,397.344  Gross Proveeds Fram Refinance 30 0 ) 0 50 0 $48397,)14 50 0
$21,594,233 Gireis Procods Pron Pryject Sake 0 $0 % 0 50 50 'w %0 7
551,006,690 Cunstruction Loan Omw $o so sQ b s0 so $o s so
{576,872,885) Ogveloprenu Costs [Lxcl b} %) 30 0 0 30 $0 30 i ] $0_
$90,512,559 Avelable Cash Elaw 5669548 Seir i 76T $954.263 3834263 384,26 549,532,299 1,134,945 $1.934345
' Eouity Sowrees
323,834, l!i Exity Clu!bulun (Lmuuwn) g0 £0 L] [ 30 h $0 0 50
bona 30 $0 sa 0 30 0 30 50 50
: _&%_M.MEM 5 8 20 ] B 0 'R b ]
* 590,312,059 Available Cash Flow $669.948 $069 542 $854.26) $354.25) $834,26) 428 $49,512259 $1.134,948 134948
'$51.036,690 Construction Loss Daw $0 50 $0 $0 10 £{] L] L]
25,936,193 Emity Inecstmon 30 0 50 $0 3 30 _ 30 50
;lg%,;n,m Yot Capitul Availabie A $64%,54¢ $854.263 354,26} $U84,261 $834,263 M9 512199 JL134945 $1,134948
$60,102,728 Comstracon Losn Repayment (ind. Imteyest Expease $669,948 3669, 348 834,263 $154.26) $854,26) $854,263 $54,125,883 0 30
$10,143,558 Permanant Loaa Repaywent (inel. lntereat Expense) (] 30 0 %0 so o % $222,323 $922.321
$34,73789% Repayeent 10 Bquiny 0 $o 0 0 b & o $112,622 sn2an
54,633,626 Profit igtribution (o shortfall [} se 30 50 50 0 -$4,653.616 $0 so
90,51 ‘a1al Ust ol Avakabie Cus hca $C9 040 NI 854,263 15436 ggg,g $(8,532,259 SLISAHS $1,034.545
i 669,948 $669.548 $354.26) $034.283 §134,263 $834.263 $49,532,259 134,543 1,134,348
: x so $o 0 » $0 $0 50 s 50
; Construciion Loan Draw 0 $0 ] 30 n 10 $0 » $0
: .5 I 5669,43 354,263 SA3426) _gBsd) 0 440 349,832,359 51,154,948 EIREIAH
! 5 ) ] 10 ) 3 o so 50
! paymens (ncl. terest ) $569.941 S62.542 154,243 836,263 $434280 354,263 34,185,808 $0 o
i [Permanend Loen Repaysvnt (incl. botorent Expense) 50 0 10 30 $0 10 30 $922,123 $912.323
Ruurn of Equity & Preferved Disbribution S0 so S0 $0 50 50 $a $212,622 $212,622
Profit Destrikostion (of strocelall) » s 0 0 [ 8 84,653,626 50 50
[ Tots) Gush Ot 369,343 $649,948 $254,263 26} A6 534,268 349,532,299 1,134,048 LIS
(Ve Caniigm 5 10 W 5 ] 0 meaen fisn oesTy




DOWNTOWN SAN DIEGO HOTEL PROTOTYPE
FULL-SERVICE HOTEL PROFORMA (USING UNION LABGR)
Cuphlizgishn

Year j 2016 j 2017
Period Peries 10 Prricd 19 Pested 20 Pecod 23 Peckad 22 Pertnd 23 Peviod 24 Perind 25 Peviod 26 Puid 27
: inflaston of Contrwerion Costs 10m0 1Gu0 1900 Low 1,100 1000 1090 1.000 1.000 1 om0
Tiu i § R -
[ £76972,585 Total Cematryction Cass ____$ 50 ) 0 30 50 50 0 5q
520,221,012 Net Operating Incoms ’ 51134945 $1.180,)43 S\, 150,348 $4:18034) §1,130,34) $1.218.753 $1LALM $1.215,793 $1.215.753 )
$43.397,314  Otge Procoeds From Reflaance 1] 30 0 10 o 50 30 so 0 50
S20.3%.23)  Grots Proceeds From Projoct Sale [ $0 0 5. 0 30 0 50 $21.3924.233 s0
351,036,690 Comstrwction Loast Draw s 50 [ (7] [ 0 80 0 $0 ()
{576, §T2,985) Developmens Coats (Excl. im.) $0 - $0 F1) sn S0 $0 30 30 $o
130512.559 Avallable Caab Flow “$14134,948 $1,150,343 51,180,343 SLU0M) $1.380,343 S1.215758 T 1215783 $1215783 23,109,997 $0
$25.836,493  Exquity Contcibutien (Conatrustion) 80 $0 % 0 50 ] [} s0 ) 50
{30 Equi Additivas sn $0 $0 80 $0 so 50 30 $0 0
515,876,195 Required Equily Fuading Y 30 [ 0 [ » _$o ) s Ty
= Cots
$90,$12,559 Available Cugh Fiow $1,134,943 $5,140,393 $1,889,343 SLARUG 5118030 $1.215.953 $1,214,753 31,218,759 23,109,987 s
51,036,690 Coniiruction Lown Drew » ] $0 $0 50 5 50 50 30 0
S5 M36; ity Ipw 30 b1} s 0 ©® s S0 )] 30 50
$167,383,44) Tutal Caplini A vallable $1034.945 31,180,243 $LI80343° ST1§0;343 $1,860,54% S12378 31,215753 1,315,753 23,109,587 %
; s
¥
$60,2R2.728 C lon Loan R (et Icerest Expense) 0 0 L 0 50 [{] 50 sa 0 50
$10/145,555 Permanest Loan Repaymins (tncl. horest Enpensc) 312,31 9 RIB $522,321 392230 921323 $920313 5922323 $921,323 $92250 50
$24,737,898 Repayment Iy Equity . $212,60 $258.000 5258070 $258.010 52358020 3291430 $293.430 529,430 $22.187,663 50
54,653 tiun [or \ sn 0 1] 50 50 sn 0 sn $n S0
m’mg Tata] Usé of Availshle Caili 1,134.9. 3T 348 $1,189,343 SLI 34 $1,180303 51,115,753 SLNS TS SINSTS) $13,109,967 K3
t
! 51434943 51,180,243 $1.180.343 1,150,343 SL180.343 $1.218,753 9121579 SI218758 323,109,957 sn
i Equity Conmibulions 30 30 so (7 50 ‘s0 10 50 0
H Corstrcting Losa Draw 1] 50 0 $0 $0 10 ] $a $0 0
t SL138948 $1,130,343 51,390,343 $1,180, 13 $1.190.943 N1575 1,315,783 31,315,783 313,109,987 0
!
i Developmem Coaste 30 K 50 30 30 0 n s 50 )
C ivm Losn Repayment (incl. nterest Exp 30 50 0 0 0 30 30 n 50 %
P Lo Repayment (incl. interest Expease) $912,923 $922.33 8922323 $922,123 $922.323 $92233 $922.023 $922,323 j 2P RYI] 58
. JRemrn of Bquity d Preferras Dlmibutive j217X%2] 253,020 $253,020 s258.020 S238,020 $293.430 £293.430 $293420 $212.4R7.66). 1]
Frofa Distributibn (or shortfal) 30 s 0 0 $0 so 50 $n 30 0
] m _ LS 31,180,343 51,199,343 51,180,343 18 2 SLULTSS $131525 $23,109.907 L)
; [Tty Tt Fiown R en S5ty $158020 $58010 238050 3253430 193,490 " 593,430 §72,197,663 0




DOWNTOWN SAN DIEGO ROTEL PROTOTYPE
FUIiL—SERVICE HOTEL PROFORMA (USING UNION LABOR)
Loax; Summary

Year 20n 2012
Period At Cloging Petlod 1 Period 2 Perod 3 Perind 4 Period 5 Period § Porlod 7 Period 8
i Totm] Copstruction Lost - Spmary
$51,036,696 Conmruction Loan Draw so s $5,644,863 $11,240.529 $11,240,529 511,240,529 $11.670,240 0 $0
| $9.246,039  Conswuction Loan Interest $0 so so §91,129 $275,878 $463.020 §653,202 S853,458 $856,440
| ($7,231,789) Construstion Losn Repayment {From NOI) S0 50 50 S0 50 $O $0 {8669,948) ($663,948)
553,050,939} _Cousiruciion nysaent (Biet. lnterust) S0 50 30 S0 S0 50 S0 30 50
. S0 Construction Loan Bal S0 S0 §3.644,863 $16977.120 $28,493,527 540,197,076 $32,520,519 $52,704,030 90,522

.

U —



DOWNTOWN SAN DIEGO HOTEL PROTOTYPE
FULL-SERYICE, HOTEL PROFORMA (USING UNION LABOR)

Loan iSum'm'.try
: Year 2013 ) T 2014
! Perlod Perled 9 Period 10 Ferlod 11 Perlod 12 Pertod 13 Peried 14 Period 15 Period 16
Yutal  Congtruction Loan - Summary
$51,016,690  Construction Loan Draw 0 S0 S0 50 S0 0 $0 S0
59,246,039  Consiruction Loan Interest $859,47) 362,551 $865.681 $365,366 $866,055 $866,246 $866,441 so
(57,231,789} Construction Loan Repaymeni (From NOY) (5669,948) ($669.548) ($834.263) (5854,263) (5854,263) (5854,263) ($1,134,945) S0
($53:050.939) Consirection Lown Repayment (Incl. Interest) 30 S0 S0 $0 $0 S0 (853,050,939) 50
150 Consiroction |nan Balance $53,080,045 $53,272,648 §53,284,066 $53,295,669 $53,307,461 $53,319,444 30 [
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DOWNTOWN SAN DIEGO HOTEL PROTOTYPE
FULL-SERVICE HOTEL FROFORMA (USING UNION LABOR)

Consiryction Cos) Forécast
i

“Yoar 2011 1012
Porled At Ciming Perlod 1 Pertod 2 Perfod 3 Period 4 Perled S Pericd 6 Pariod 7
___Inflution of Comstruciion Costs I3 1.000 1,000 1.000 1,000 1.000 1.000
", Tetal
\ Exvendltwres (ngl. interest}
£9,000,000 Lond $9,000,000 $0 $0 $0 $0 $0 $o $0
‘! Dlzsst Cogty
$30.520,000 Building and Site Work (Excluding Labor) S0 $5086,667  $5,086667  $5,086.667  $5,086.667 5,086,667 $5,086,667 50
514,388,000 Building and Site Work (Labos Only) S0 $2,398000 32398000  $2,398.000  §2,398.000 52,398,000 $2,398,000 S0
$8,400,000 Fr&E S0 $1,400000  $1,400000  S1400000  §1,400,000 $1,460,000 $1,400,000 $0
. $oRC
§2,223,975 Arthitecture & Engineering $0 $370,662 $370,662 5370662 $370,662 $370,662 $370,662 S0
$673.932 Marketing $0 $112322 $112322 sl3n $112.322 112,322 §i12322 50
$2,698,727 Pormitting Fees so $449,288 549,288 $449,288 $449,288 $449,288 §449,288 S0
$336,966 Legat & Accounting S0 §56,16) $36;161 $56,161 556,16} $56,16} §56,161 SO
$673,932 Propenty Taaes s $112,32 s112322 st12322 $112322 5112322 $111.322 S0
5202,180 Organlzation & Admini $0 $33,697 $33,697 $33,697 $33,697 $33,697 $33,697 [}
$2,021,795 Develvper Fee S0 $336.966 $336.966 $336,966 §336.966 $336,966 $336,966 S0
$1.213,027 Soft Cost General Reserve 50 $202,180 $202,180 §202,180 $202,180 $202,180 $202,180 $0
52,021,795 Pre-Opening 50 $336.966 $336,966 $336.966 $336,966 $336.966 5336,966 [
5‘2.021.795 Contingency $0 $136,966 $336,966 $336.966 §336,966 $336.966 $136,966 0
!’ ol In|
$420.712 Estimaled Loab Fees .75% (Including Broker Fees and Closing Cosis) s0 50 S0 50 SO $0 $429.712 0
;sso.ooo Inspecior Fees $0 $8,333 58,333 $8,333 $8,333 $8333 $3333 $o
$76872,585 __Total Expenditures $0,000,080 511,240,529 311,240,529  $11240,$29  §1t,240,529 §11,240,529 $11,670,240 $0
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DOWNTOWN SAN DIEGO HOTEL PROTOTYPE

FULL-SERVI‘.CE ROTEL PROFORMA {USING UNION LABOR)
Ceyli Flow Foyecan

Year ! Inithl] 2011 2012 2013
Perfod | 0 1 2 3 4' s 5 7 3 9
j

Project NOF 50 0 50 50 $0 50 5669.948 $669.948 $669,948
Less: Conetruction Loan Paydewn S0 $0 S0 S0 ) S0 (5669.948) (5669,948) (5669,948)
Less: Quarterly Debi Service (Perm. Loan) 50 50 $0 50 $0 s0 30 350 50

Total Cash Flow Before Taxes 50 S0 0 $0 30 %0 50 () 50

Gross Proel.ﬂb from Refinance 50 50 S0 $0 $0 s0 50 $0 50
Less: Loan Fees s $0 50 o 50 4] 50 so o
Le1s: Conswuction Loan Repayment SO 50 $0 $0 $0 $0 50 30 S0

Net Refinajee Procoeds $0 50 50 $0 (7} [ $0 1) 0

ccds B!

Salo Price 50 s0 0 50 50 S0 S0 50 S0
Loss: Loan Balance S0 50 30 50 S0 $0 $0 $0 50
Less: Cost of Sale 50 S0 $0 30 S0 S0 30 30 $0

Net Sale Procceds 50 Y 30 50 50 $0 so [ 0

[Toral Project Cush Flows 50 [ $0 s0 $0 $0 $0 [ 50




DOWNTOWN SAN DIEGO HOTEL PROTOTYFPE
FULL-SERVICE HOTEL PROFORMA (USING UNION LABOR)

Cash Fiow Forecast
Ycar i 2014 2015
Perlod 10 11 12 13 14 15 16 17 18
Project NOI $669,948 $854,263 $854,263 $854,263 854,263 $).134,45 $1,134,945 $1.134,945 $1,134.945
Leys: Conswruciion Loan Paydown ($669,548) ($854,263) (5854,263) (5854,263) ($834,263) (31,134.949) 50 $0 $0
Less: Qu Debt Service (Perm. Losn) 50 0 50 5 S0 0 (§921,323) ($922,323)  (5922,323)
Total Cash Flow Before Taxes 0 50 50 50 ) ) %612 $212,622 s212,621
i
Graas Progceds from Reflnance 50 50 s8 50 9 548,640,586 [ s0 0
Less: Losn Fees 50 $0 6 0 50 (5243,203) $0 $0 S0
Less: Construction Loan Repaymont $0 $0 50 $0 SO (553,050,939) 50 50 50
Net Rtﬂnl'lnu Procecds 0 $0 50 $0 SO (54,653,626) S0 S0 $0
|
Salo Price ! $0 50 s0 50 50 $0 o 0 50
Loss: Loan Balance 0 S0 S0 $0 50 s0 o $0 SO
Less: Conl of Salo 0 $0 $0 50 0 50 50 K 50
Nct Sale Proceeds 7] 50 ) $0 0 ) 50 $0 %)
Total Project Cash Flows $0 $0 50 $o 0 {$4,653,616) $2312.622 $212,622 $212,622

|
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DOWNTOWN SAN DIEGO HOTEL PROTOTYPE
FULL-SERVICE HOTEL PROFORMA (USING UNION LABOR)

Caxk Fiow Forecast
Yesr 2816 2017
Period | 19 20 21 2 13 24 5 6 4] 28
PrvjcetNOI" $1,180,343 $1,180,343 $1,180,343 $1,150.343 $1,215,753 $1.215,753 51215753 $1,218,783 30 0
Less: Consiruction Losn Paydown $0 £3] $0 S0 $0 $0 S0 S0 $0 [1
Loss: Quartecly Dett Sevviee (Perm. Loan) (5922,323) ($922,323) _ (§922.323) ($922323) (5922,323) (§922323)  ($922.323) {5922,323) $0 $0
Total Cash Flow Before Toxcs $258,020 258,070 $258,020 $158.020 $203 43¢0 $193,430 5293430 293,430 ) )
H
Gross Procesds from Refinance 50 58 50 s 0 L] 50 50 O] 5o
Less: wa\ Fees $0 S0 50 0 §0 $0 $0 0 o 50
Less: Coustruction Loan Repayment §0 $0 50 50 50 50 $0 50 S0 $0
Net Refinance Procecis 0 3 50 ) ) ) ) ) 50 0
Gross Prorseds From Rlpasition
Sale Price ! 50 50 $o $0 $0 so $0 S6947).628 S0 $0
Less: Loan Balance $0 0 50 $0 s $0 0 ($47,056,57) 0 50
Less; Cost of Sale 0 50 0 30 $0 50 $0 (5521,097) $0 50
Net Salc Pr'?ucds S0 [ $0 [ S0 s¢ ) 521,894,213 50 50
[Tots) Project Cosh Flows 5258 020 $253,010 258,020 $158,020 $193430 $293,430 $293430 522,187,663 50 $0-
i

f
!
!



DOWNTOWN SAN DIEGD HOTEL PROTO
FULL-SERVICE HOTEL PROFORMA (USING UN!O;
Hotel Operafions

TYPE
N LABOR)

o YR | OPERATIONS % . YR2OFERATIONS % PsrRogrp YR 3 OPERATIONS r YR4OPERATIONS % PerBepm YRS OTERATIONS % L Beom
. ¥ HOTEL ROOMS| ET) R 300 300 ’ . 100 : " 300
TOTAL ROOMS AVAILABLE 109,300 109.500 109,500 109500 109,300
# ROOMS OCCUMIED 84,700 4460 83.220 83.220 0,220
OCCUPANCY RATE (%) 400 60% 76.0% 75.0% 76.0%
AVERAGE DAILY RATE| 193 205 L1} §124 $230
' ADR THFLATION S.0% 5.0% 4% 35%
:  REVENUE PER AVAILABLE ROUM 5117.00 s139.23 516339 $169.93 $17503
ROOMS 12.811,500 64.3% 195.00 15,243,685 645% 20478 17.891.260 643% 2149 18,506,910 6h3% 22359 19.165,017 M45%  13029.
FOOD 3.634891 18.3% 3333 4325520 183% 5309 5,076,128 183% 61.00 $219,170 183% 6344 5.437,543 183% 6534
BEVERAGES. 73551 41 14.21 1110926 4% 1492 1,303,704 7% 1561 1,355,852 4% 16.29 1,396,528 4% 1879
OTHER FOOD & BEVERAGE 993,040 3% 15.12 1,131:836 0% 1587 1386919 30N 1662 1442:396 1.0% 1133 1,485,668 5.0% 17.85
TELECOMMUNICATIONS ngan 0.6% 181 141 820 0.6% 190 166430 0.5% 200 . 173,088 0.6% 208 178,280 0.6% 24
OTHER OPERATED DEPARTMENTS 93,826 5% 12,60 1 863,652 45% 14.28 1248227 45% 15.00 1298157 45% 15.60 1,331,901 45% 16.07
RENTALS & OTHER INCOME 397236 20% 6.04 A4 10% 635 " $54.768 20% 6.07 576,958 2.0% 693 394,267 0% 7.4
CANCELLATION FEES 79,431 04% 121 94,547 04% 1.27 110,954 04% 433 115,392 04% 139 118,853 04% 1.43
TOTAL REVENUE 19.862,291 100.0% 30233 23638720 100.0% 31744 7387 1000% 3333 15342973 1000% 34665 29713360 1000% 13703
{
ROOMS 4,099.650 2.0% 62.40 | 4726462 3% 63.47 3367378 30.0% 6450 5582073 100% 61.08 5,749,533 00% 68.09
FOOD & BRVERAGES 4871948 s1.6% IS 5.797615 §.6% 7186 6803672 81.6% 81.% 1075.618 87.6%, 85.03 1,288,093 87.6% 5758
TELECOMMUNICATIONS 1m821 145.7% 254 191301 138% 157 20787 124.9% 250 216386 1249% 260 226712 4S% 248
764,343 18% 11.64 342413 16% 113} 915,367 33% 13,00 931 983 3% 1144 980,341 33% 1478
TOTAL EXPENSES 9.909,789 99% 350.8 11,557.496 % IS 13.294.288 419% 15905 13,526,059 aToN 166:04 14240841 axs 17
TOTAL DEFT PROFIT 9,953,002 S0A%T ISty | a1 STI% T 16222 14.444.0%9 RI%  IBS 15,021,863 $2.1% 18051 15472519 S2i% 18592
UNDSTRIBUTER EXPENSES :
ADMINISTRATIVE & GENERAL 1,648,612 8% 25.09 196) 848 3% 2635 2,302,286 3% 27.67 2394378 3% nn 2466,209 B3% 2963
MARKETING 1,926,694 9%T%. 293 2,056,395 ERLN .62 1,858,472 61% po &%) 1932831 61% nn 1,990,795 T 91
UTILITY COSTS 854,100 4% 13.00 1016379 43% 13.68 LI92,75¢ 43% 1433 1,240,461 43% 14:9) 1.277.674 3% 15.35.
-OpE ; 913,688 A.6% 13,84 1,087.289 46% 14.60 1,273,966 46% 1333 1.327,004 A6%. 15.95 1,366,815 448% 16.42
YOTAL UNDISTRIBUTED EXPENSES 5343091 %5.9% 1351 412194 259% [7F2) 6,629.475 19% 1266 6.894,654 D% 233 2101493 29% sn
i .
GROSS OFERATING PROFIT 440901 ua% 5951315 1B.2% 7814628 8.1% 8,127,210 z1% 8371026 2%
QIHER EXPENSES
PROPERTY TAXES" 635,609 3% 947 156375 3% 1016 57528 12% 1067 923,04 3% 1.09 950,828 32% 1143
FRANCHISE FEES (ROYALTY) 128,763 0.9% wn 212,730 0.5% 2.86 249.645 0.9% 300 259.63) 09% a2 262,420 0% 321
INSURANCE 38353 1:1% 163 ) 283,64 11% 38 132361 12% 4.00 6173 12% 416 336,560 12% b1
"MANAGEMENT FEES BASE 391136 1ok 603 inTH 20% 633 554,768 2.0% 6.67 516958 0% 6N 594,267 20% AL
MANAGEMENT EEES BASE 52,880 04% 1264 105,682 DA% 142 140,406 0.5% 169 146,022 o5%, . 173 139,402 0.5% L8]
TOTAL OTHER HXFENSES 1532.864 1.7% 2333 |- 1831163 1% 2459 1165308 78% 2602 1251920 7.8% 17.06 219472 TR% TIAT
i
INCOME BEFORE RESERVES 3,077,007 155% 4,126,133 175% 5849017 0.4% $H18,296  204% 6,051,848 204%
1
REPLACEMENT RUSERYES () 191.256 10% 709,102 2.0%. 1,109,535 40% 1253917 4.9% 1,138,534 40%
NGt ; 2619192 135% 3417,082 143% 4339782 164% 47230 15d% 4863014 164%
i
NOt .
Gtowih Beyond YR 3 1%
YR6 i SS0B904 | S19240071 | 57,262429
YR7 i $5.49,11 £20332.273°|  $7480.714
YRS SS2I3847 | S2D94AL24) | $7.705,136°
YR 55473368 | S21.570509 |  57.936.290
YR 10 $8637360 | SR2217624) SBIMIN
YR! $5300.69) | $22.884.183 | 5,419,610



Tax Increment Schedule

. __ RDA Share 80%
Incremental. Statutory Max Debt

Assessed  lucremental Pass: Intrement  Increment Service ‘Present Cunmletive

Year Assessed Value Value Levy Throngh | Housing  (CashFlow) | (Covernge)  Vajue  Debt Level
2% Aimyisal Tncrease: 1.125% 20% 20% _60% 135% 555 '

0 $7,500,000 i

1 $84,073,896 $76,573,896  $861,456 | $172,291 | $172,291  $516874 $382,869  $364,638 $364,638
2 $85,755,374 $78,255,374  $880,373. | $176,075 | $176,075  $528,224 $391,277  $354,900 $719,537
3 $88,214,400 $80,714,400  $508,037 | $181,607 | $181,607 $544,822 | $403,572 $348,621 $1,068,158
4 $89,978,688: $82,478,688°  $927,885 | $I85577 | $185,577 $556,731 | $412,393  $339,277 $1,407,435
5 $91,778,261 $84,278,761  $948,130 | $189,626 | $189,626  $568,878 | $421,391  $330,171 $1,737,606
6 $93,613,827 $86,113,827  $968,781 | $193,756 | $193,756  $581,268 $430,569  $321,297 $2,058,903
7 $95486,103.  $87,986,103  $989,844 [ $197,969 | $197,969  .$593,906 $439,931  $312,650 $2,371,554
8 $97,395,825 $89,895,825 51,011,328 | $202,266 | $202,266  $606,797 $449,479  $304,225 32,675,779
9 $99,343,742  $91,843,742  $1,033,242° | $206,648 | $206,648  $619,945 $459,219  $296,016 $2,971,795
10 $101,330,617  $D3,830,617 $1,055,594 | $211,119 | $211,119  $633,357 $469,153  $288,019 $3,259,815
11 $103,357,229  $95,857,229 $1,078,394 | $215679 | $215679  $647,036 $479,286  $280,229 $3,540,043
2 $105,424,373  $97,924,373  $1,101,649 | $220,330' | $220,330  $660,990 $489,622  $272,640 $3,812,683
¥ $107,532,861  $100,032,861 $1,125,370 | $225,074 | $225,074  $675222 $500,164  $265,248 $4,077,931
14 $109,683,518  $102,183,518 1,149,565 | $229,913 | $229913  $689,739 | $510,918 $258,048 $4,335979
15 $F11,877,189  $104,377,189 $1,174,243 | $234,849 | $234,849  $704,546 $521,886  $251,036 $4,587,015
16 $114,114,732  $106,614,732  $1,199,416 | $235,883 | 3$239,883  $719,649 $533,074  $244,207 34,831,222
17 $116,397,027  $108,897,027 $1,225,092 | $235,018 | $245,018  $735,055 $544,485  $237,557 $5,068,779
18 $118724967  $i11,224,967 $1,251281 | $250,256 | $250256  $750,769 $556,125 $231,081 $5,299,861
19 $121,099,467  $113,599,467 $1,277,994 | $255599 | $255599  $766,796 $567,997 $224,776 $5,524;637 |
20 $123,521,456 116,621,456 $1,305.241 | $261,048 | $261,048.  $783,145 | $580,107 $218,636 35,743,273
20 $125991,885  $118,491,885 $1,333,034' | $266,607 | $266,607  $799,820 | $592,459 $212,659 $5955,932
22 S128,511,723  $121,011,723  $1,361,382 | $272,276 | $272276  $816,829 |. $605,059 3206839 $5,162,771
L 23 $130,081,957  $123,581,957 $1,390,297 | :$278,059 | $278,059  $834,178 | $617,910 $201,174 36,363,945
24 $133,703,597  $126,203,597 $1,419,790 | $283,958 | $283,958  $851,894 | $631,018 $195,658 56,559,603
25 $136,377,669  $128,877:669 $1,449,874 | $289975 | $289.975  $869,924 | $644,388 $190,290 $6,749,893
26 $139,105,222  $131,605222 $1,480,559 | $296,112 | $296,112  $888335 | $658,026 $185,064 $6934,957
27 $141,887,326  $134,387,326 1,511,857 | $302,3%0 | $302,371  $907,114 | $671,937 $179,977 $7,1i4,934
28 $144,725,073-  $137,225073 $1,543,782 | $308,756 | $308,756  $926,269 | $686,125 $175026 $7,289,960
29  $147,619,574  $140,119,574 $1,576,345 | $315268 | 3315269  $945:307 $700,598  $170,208 $7.460,168
30 $150,571,966  $143,071,966. $1.609.560 | $321.912 | $321.942  $965.736 | $715360 $165,518 §7.625.686 |
Totals: ' $36,149,395. | $7,229,879 .| $7,229,879 _ $21,689,637 | $16,066,398 . $7,625,686
U ATiogsted Tax ) Todes (1) 20%.1 ing and (2) 60% Increment Cesh Flow Sowse: The Londan Group Reahty Adyisors

e
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CONTACT INFORMATION

This economic impact study was prepared by The London Group Realty Advisors and was
commissioned by the Downtown San Diego Partnership.

Research for this project was completed in May 2010. Conclusions and recommendations are
strictly those of The London Group Realty Advisors. Users of this information should recognize
that assumptions and projections contained in this report will vary from the actual experience in
the marketplace. Therefore, The London Group Realty Advisors is not responsible for the actions
taken or any limitations, financial or otherwise, of property owners, investors, developers,
lenders, public agencies, operators or tenants.

This assignment was completed by the staff of The London Group Realty Advisors. Nathan
Moeder, Principal, served as project director. Chris W hite, Investment Analyst, conducted
analysis and prepared the exhibits in this report. Gary L onden, President, provided strategic
consultation and recommendations. For further information or questions contact us at:

The London Group Realty Advisors
El Cortez Building
702 West Ash, Suite 10]
San Diego, CA 92101
Phone: 619-269-4010
www.londongroup.com

Economic Impact Study for Downtown San Diego Partnership Page 58 of 58



ATTACHMENT J

b b o i
Lotk Centre City
Lttt Development
Ll |

LiLre Corporation

Downtown Hotel Economic Benefit and Job Creation

Estimated Apnual Benefit to the City 250 Room Hotel 1,000 Room Hotel

Transient Occupancy Tax (TOT) $ 1,060,746 5 4,242,984
Sales Tax S . 3909 $ 156,384
Property Tax S 1,570,000 $ 2,750,000
Total Estimated Annual Benefit to the City $ 2,669,842 § 7,149,368

Estimated Employment Impact

Constructions

Direct 1,083 1,898

indirect 283 495

Induced 518 908
Total 1,884 3,300
Operations

Directs 148 590
Rooms: 250 1,000
Average Daily Rater: S 174 § 174
Occupancy: 64% 64%

1. Translent Ocgupancy Tax

Room Revente: S 10,102,342 § 40,409,369
TOT {10.5%): S 1,060,746 $ 4,242,984
1l. Sales Tax

Hotel Food & Beverage Revenue (38.7% of Room Revenue,): 5 3,909,606 $ 15,638,426
Annual Sales Tax Generation {1% of Gross Safes,}: $ 39,096 § 156,384

Hatel Iindigo Hilton Hotel

11, Tax increment

Totai Development Cost Per Units: 5 157,000 275,000
Total Project Costa: $ 157,000,000 $ 275,000,000
[Net New Tax increment [$ 1,570,000 | $ 2,750,000 |

1 Based on Smith Travel Research Trend Report dated May 27, 2008
2 Based on informatlon provided by Keysar Marston and Assoctates - April 2009

a Based on County’s assessed value,
« Based on mformation provided by SANDAG.
sBased on Industry standards provided by Hotel Motel Assoclation.

3/10/2010
401 B Street, Sujte 400 | San Diego, CA 92101-4298 | Phone 613-235-2200 !Fax 619-236-9148 1 www.cedc.com

6 Pricted on recyeled poper



The Trusted Voice of San Diego Real Estate

ESANDIEGD ASSOCIATIONIOF:

September 14, 2010

Honorable Ben Hueso
Council President

San Diego City Council
City of San Diego

202 C Street, 10t Floor
San Diego, CA 92101

RE: Proposed Amendments to the CCDC Approval Process for Hotel Projects

Dear President Hueso and Members of the City Council:

The San Diego Association of REALTORS® (SDAR) represents over 11,000 REALTORS® doing
business in San Diego. On behalf of our membership and the real estate industry, we have
significant concern with the proposed amendments to the CCDC approval process for hotel

projects. The proposed amendments create high levels of uncertainty for future projects,
putting at risk future economic growth downtown and ultimately the fiscal health of the City.

The land use approval process should be limited to the design of the project, the CEQA
analysis, and the project’'s consistency with the Downtown Community Plan and Planned
District Ordinance. Issues such as wages and union labor contracts have no place in this

approval process.

CCDC was created to remove the politics from the land use process. The proposed
amendments will subject hotel projects to appeals by the City Council, on any basis, even 1if
they are fully consistent with the existing Community Plan and PDO, thus opening up the
process to ambiguity, uncertainty, and politicizing the land use process. Investors, lenders and
developers will be averse to assuming this unquantifiable risk.

On behalf of SDAR, I strongly encourage you to oppose the proposed amendments to the CCDC
approval process.

Very truly yours,

Wbl ) P

Mark Marquez Michael Mercurio
President Chief Executive Officer

Letter - Hueso

4845 Ronsaon Court, San Diego, CA 92111 = Phone: (858) 715-8000 ¢ Fax: (858) 715-8088 o Toll Free: (800) 525-2102 ¢ vnww.sdarcom



CITIZENS COORDINATE FOR
CENTURY 3

5252 Balboa Ave
Suite 207
San Diego, CA 92117

Phone: 858-277-0900
E-mail:
c3sandiego@sbcglobal.net
http://c3sandiego.org
Twitter: CitizenSanDiego

September 10, 2010

Honorable President Ben Hueso &
Members of the City Council

202 C Street, 12th Floor

San Diego, CA 92101

Re: Proposed Centre City Planned District Ordinance Amendments Concerning Hotel Development

Dear Council President Hueso & Members of the Council,

We are writing in support of moving forward and initiating the proposed ordinance that would provide you, our
elected leaders, with a voice in the development process for new hotels in downtown San Diego. Downtown be-
longs to everyone in San Diego, and development there impacts people throughout our city. We believe it is im-~
portant that our elected representatives have an opportunity to consider the regional benefits and impacts of
growth in our third largest economic sector, the tourism industry, in the area where that industry is most concen-
trated.

According to the San Diego Convention and Visitors Bureau, tourism in San Diego had a total economic impact on
the regional economy of nearly $15 billion in 2009. The Downtown Community Plan calls for over 11,000 new ho-
tel rooms, which would result in more than 6 million square feet of additional hotel development and thousands of

new jobs. .

Downtown hotel growth will generate economic, environmental, and social impacts which will be felt throughout
the region. If current trends persist, a significant majority of future hotel employee households are likely to be
classified as low income or below, and perhaps half of new hotel workers will not have affordable health insurance
or will be forced to rely upon government programs for their care. Most future tourism industry employees will
not live downtown, but will be scattered in diverse communities throughout San Diego.

Future visitors and employees alike will be forced to rely on the City’s already strained public transportation sys-
tem, which may no longer be able to provide service at certain early, late, and weekend times when hotel workers
will need it. Alternatively, they may utilize our already congested network of roads and freeways, contributing to
global warming and increasing the need for public maintenance.

Everyone in San Diego has a stake in the future of downtown and in the continued success of the visitor serving
industry. Responsible growth of this key industry in the heart of our city requires the vision, leadership, and active
involvement of the people’s elected representatives. We urge the City Council to initiate the proposed ordinance
and assure a regional approach to investment in the tourism industry downtown that benefits residents in every

council district.
Sincerely,

Stephen M. Haase, AICP, President of Citizens Coordinate for Century 3
on behalf of the Board of Directors

1961-2011
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March 5, 2010

Chairman Todd Gloria

Land Use and Housing Committee
City of San Diego

202 C Street

San Diego, Ca 92105

Re: Proposed Centre City Planned District Ordinance Amendments Conceming Hotel

Development.
Dear Chairman Gloria,

Every two weeks, the City Council declares a state of emergency due to the severe shortage of affordable
housing. The City's own analysis shows that the shortage of housing occurs for those who eamn less than
$35,000 per year. (Please see page 4 of the Executive Summary of the current Consolidated Plan).

California Government Code Section 8558(c) gives the City the right to declare a state of emergency
when there exists‘conditions of disaster or of extreme peril to the safety of persons and property” within
the City. But having declared such an emergency, the City is expected to “promulgate orders and
regulations necessary to provide for the protection of life and property.”

It is extremely important to acknowledge the nexus between economic prosperity and land use decisions.

It has been shown that hotels in downtown provide average incomes below the $35,000 level at which
persons are unable to find housing that is affordable to them. The severe crisis the City is facing is made
worse each time a job is created that forces another family into that kind of poverty and homelessness.

Yet, the City Council has delegated decision-making powers to an unelected group. This group is not
obligated in any way to consider the deleterious effects their decisions may have on the City as a whole,
or on the ability to lessen the crisis it is facing. That is the sole responsibility of the City Council and
actions need to be taken to ensure that the Council gets to weigh the needs of the City and take actions
necessary to provide for the protection of life and property created by the severe shortage of affordable

housing.

The Affordable Housing Coalition of San Diego County requests that the Land Use & Housing
Committee pass this ordinance on to the full council with the recommendation that it be adopted.

Sincerely,

Theresa Quiroz
Co-Chair
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EMPLOYEE RIGHTS CENTER

4265 FAIRMOUNT AVENUE - SUITE 210 - SAN DIEGO - CALIFORNIA - 92105

May 11,2010

Land Use & Housing Committee
City of San Diego

201 C Street

San Diego, CA 92101

RE: In favor of the Proposed Centre City Planned District Ordinance Amendments
Concerning Hotel Development

Dear Chair Gloria and Members of the Committee,

I am writing you as the Founding Director of the Employee Rights Center, a non-profit
program of Labor’s Community Alliance, a local 501¢3 organization, which provides
legal education and advocacy to all workers and immigrants, especially the
disadvantaged, in the San Diego area.

Many of the thousands of workers we serve work downtown. They regularly need help
with unpaid wage claims, workplace complaints to government agencies, unemployment
and state disability claims, and workplace safety, to include their injuries at work. Our
current focus is on improving health access for San Diego’s large and diverse immigrant
worker population.

I strongly support Council President Hueso’s and Councilmember Frye’s proposal to
have final Council approval over large hotel projects downtown as outlined in these
amendments.

From our Center’s 11 years’ experience I can tell you that our current reliance upon low-
wage, unrepresented employees in our service industry jobs often undercuts our City’s
long-term economic interests. These jobs create poorly paid workers who cannot afford
expensive health benefits, are reluctant to report workplace injuries and unsafe working
conditions, and who do not have the money or means to defend and advocate on their

own behalf. The Center helps them address workplace issues because they have no voice
on the job and nowhere else to turn to.

PHONE: (619) 521-1ERC /1372 « Fax: (619) 283-7998

* S AN DIEGO L ABOR EbucaAaTIiON F uNDS®-



EMPLOYEE RIGHTS CENTER
Page 2

For example, studies have documented that hotel housekeepers, for example, suffer 40%
more workplace injuries than other service workers. Without unions to assist them, many
of those injuries go untreated and the workplace causes go uncorrected. The Center is
currently working with the National Institute of Occupational Safety & Health (NIOSH)
and others in California studying these issues and can report back to you about them in
the future if you so wish.

While CCDC is limited to design, planning and development, our City Council can and
should take a broad approach to development that considers job quality, safety and health
standards, and economic development that includes our immigrant workers downtown.
These workers can then become more stable contributors to our local economy and more
infrequent users of our social safety nets that too often are their only means to survive the
job turbulence they face each day.

Sincerely, - [ .
ROl

Peter Zschiesch
Director

PHONE: (619) 521-1ERC /1372 » FAax: (619) 283-7998

¢« S AN DI EGO L ABOR EDUCAT!ON F UND-
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' State Federation of Labor
® State Culinary Alliance
San Diego Central Labor Council
“ Unlon Label & Service Trades Councll

LOCAL 30

May 17, 2010

By Email and Hand Delivery

Honorable Chair Todd Gloria and

Members of the Land Use & Housing Committee
202 C Street, 12th Floor

San Diego, CA 92101

Re: Proposed Centre City Planned District Ordinance Amendments Concerning
Hotel Development

Honorable Chair Gloria and Committee members,

I am writing you on behalf of approximately 5,000 workers in the tourism, food-
service and hospitality industries in San Diego County to express our support for the
proposed amendments to the Centre City Planned District Ordinance (“CCPDO”) regarding

hotel development.

It is important that our elected representatives have an opportunity to consider the
benefits and impacts of growth in our third largest economic sector in the downtown area.!
Transferring discretionary authority from the Centre City Development Corporation
(“CCDC”) Board to the City Council for some downtown hotel development is appropriate
for four central reasons. First, unlike other types of commercial development, new hotel
projects create thousands of permanent, low-wage jobs that can be considered at the time of
discretionary review. Second, strategic growth of the tourism industry is essential to the
City’s economic development strategy and overall fiscal health. Third, downtown is the
heart of the tourism industry in San Diego and the economic and employment center for the
region. Finally, including the City Council in the review process for new downtown hotels

1 City of San Diego General Plan, Economic Prosperity Element, p. EP-28, March 10, 2008.
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will further adherence to the City’s land-use plans, which recognize the unique role visitor-
serving industries play in San Diego’s development. All of the above warrant the direct
involvement of our elected officials in the review process for downtown hotels.

L New Hotels Downtown will Create Thousands of Permanent Low-Wage
Jobs with Regional Impacts

Unlike other types of commercial and residential development, new hotel projects
create thousands of permanent, low-wage jobs that should be considered at the time of
discretionary review. For example, office buildings, condo towers, affordable housing
projects, education facilities and religious establishments do not create permanent jobs
accountable to one primary employer on same scale as new hotels. The City’s General Plan
acknowledges that “The tourism and visitor sectors of the economy provide many of the
lower wage jobs. There are relatively few middle income jobs resulting increasingly in an
hourglass economy.” Maids and housekeepers ranked number one of the top ten low-
income occupations downtown, earning an annual wage of less than $20,000. At build out
of the Downtown Community Plan (“DCP”), hotels will account for almost 13,000, or nearly
30 percent, of the estimated 48,000 low-income jobs downtown.2

Much is at stake for the City and the thousands of San Diegans who depend on the
tourism industry downtown for their livelihood. If current trends persist, estimates are
that approximately 80% of future hotel employee households will be low-income or below,
and over 50% of new hotel workers will not have health insurance or will rely on
government programs.®? An explicit goal of the Economic Prosperity Element of the
General Plan is to “[support] the creation of higher quality jobs in low-paying industries.”
For hotel workers, assuring that new hotel developments proposed downtown are consistent
with City plans is essential to staying above the poverty line.

The challenges that come with lopsided economic development of the tourism
industry downtown are felt city-wide. Research shows-that 90 percent of downtown
employees live outside the city center and are forced to drive or rely on public
transportation to get to work.5 The problem is multiplied for the majority of hotel workers
who are considered low-income or below. Downtown housing prices are out of reach for
most hotel employees and over 90 percent of downtown’s affordable housing units are
studios or one-bedrooms, unworkablé for a family.¢ Affordable housing, transportation
impacts and economic development are all addressed in the City’s land use plans and
should be taken into account by the people’s elected representatives during the review

process.

2 Center on Policy Initiatives, Downtown for Everybody? February, 2006.

4 Thid.

4 Center on Policy Initiatives, The Working Uninsured, July, 2007.

5 Center on Policy Initiatives, Left Behind, December 2004.

& City of San Diego Downtown Community Plan, Land Use and Housing, p. 3-31, March, 2006.



May 17, 2010
Page 3

1L Strategic Growth of the Tourism Industry Downtown is Crucial to San
Diego’s Economic Development and Fiscal Recovery

The continued success of the visitor-serving industry is central to the City of San
Diego’s economic future. According to the San Diego Convention and Visitors Bureau, or
ConVis, tourism had a total economic impact on the regional economy of nearly $15 billion
in 2009.7 In March, 2010, the Mayor’s Office of Economic Growth Services (“EGS”)
identified tourism as one of four base sector industries, along with the military,
manufacturing, and international trade and logistics. EGS notes, “Because they bring
outside dollars into the community, base sector industries are the engines of the economy.
Without healthy base sector iridustries, the rest of the economy cannot prosper.” The EGS
report goes on to acknowledge that tourism and the other three base sectors will continue to

lead the way for San Diego’s economic future.

Strategic growth of the tourism industry is also crucial for San Diego’s fiscal health.
The Office of the Independent Budget Analyst issued a report in April of this year
describing the City’s rigorous process to reduce of a total budget gap of $207.2 million for
Fiscal Year 2011.% A strong rebound in the tourism industry will need to play a crucial part
of the City’s economic recovery. The accommodation sector accounted for 33 percent of the
100 largest taxpayers for 2009, or nearly $55 million in tax revenue.!® And the City’s 2010
budget identifies transient occupancy tax (“T'OT”) as one of the four major General Fund
revenue sources, projected to bring in a total of $144.9 million in the Fiscal Year 2010

Annual Budget.!

Tourism in San Diego has been hit hard by the economic recession. ConVis reported
an approximately 15 percent decrease in TOT revenues from FY 08 to FY 09. In January
2010, the City witnessed year over year (“YOY”) drops in revenue per average room
(“RevPAR”) of 12.5 percent and average daily rates (“ADR”) of almost 13 percent.
Downtown suffered the second largest YOY drop in occupancy, RevPAR and ADR of the
seven San Diego County sub-areas tracked by Smith Travel Research. As demand fell, the
center city also experienced the greatest increase in number of available rooms.!2

On the bright side, Tourism Economics forecasts a stronger recovery for San Diego
compared to the rest of the country, and PKF Hospitality Research is predicting double-

7 San Diego Convention & Visitors Bureau, San Diego County Visitors Industry Summary (1/09-12/09).
8 Mayor’s Office of Economic Growth Services Presentation to The City Council — Rules Committee, March 24,

2010.
9 Analysis of the Office of the Independent Budget Analyst, Review of the Fiscal Year 2011 Proposed Budget,

IBA Report 10-37, April 29, 2010,
1 Mayor’s Office of Economic Growth Services Presentation to The City Council — Rules Committee, March 24,

2010.
U City of San Diego, Fiscal Year 2010 Annual Budget, p. 89.
12 San Diego Convention and Visitors Bureau, Monthly Tourism Industry Report, March 2010.
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digit revenue growth by 2012 for U.S. hotels. Keeping the local industry on pace to.lead the
nation out of the recession and expand its role as a base economic sector will require the
regional perspective and leadership of the City Council.

III. Downtown is the Heart of the Tourism Industry and the Regional
Economic and Employment Center

Downtown is the center of the tourism industry in San Diego and crucial to the
industry’s continued success. Nearly half of the over 37,000 hotel rooms available in the
City of San Diego are located within the center city.13 Between 2005 and 2010, downtown
added 3,500 new hotel rooms or 70 percent of all additions in the county.’* The DPC calls
for over 11,000 new hotel rooms, which would result in more than 6 million square feet of
additional hotel development and thousands of new jobs.1® The plan also sets the goal of
creating “165,000 quality jobs.”® Many of these new positions will be in hotels and to what
extent they will be quality employment will depend heavily on the review process. Council
participation in decisions regarding hotel development will help expand downtown as the
economic center for the region and further the economic development goals outlined in the
Economic Prosperity Element of the General Plan.

IV. City Council Review will Help Assure the Comprehensive Analysis
Intended by the City’s Land Use Plans

City plans acknowledge the importance of the tourism industry in San Diego as a
key economic sector. The plans also acknowledge tourism as a leader in the creation of low-
wage employment resulting in an hourglass economy, which is quickly becoming tear-
shaped. The current review process should be amended to provide for the comprehensive
analysis intended in the planning documents.

The City Council is better positioned than the CCDC Board to understand the far-
reaching economic impacts of land use-decisions downtown. As outlined in the CCPDO,

A Centre City Development Permit may be granted if the project decision-maker
finds that the development, as submitted or modified, is consistent with the
Downtown Community Plan, Centre City Redevelopment Plan, Centre City Planned
District Ordinance, CCDC Land Development Manual, San Diego Municipal Code,
all other adopted plans or policies of the City of San Diego Redevelopment Agency
pertaining to the Centre City Planned District.

13 San Diego Convention and Visitors Bureau, Research Analyst, May 11, 2010.

4 “Sjte Selection and Feasibility Report for a Hostel Facility on Port Of San Diego Property,” Sullivan Group
Real Estate Advisors, LLC, December 18, 2009, p15.

15 City of San Diego Downtown Community Plan, Land Use and Housing, p. 3-27, March, 2006,

16 City of San Diego Downtown Community Plan, Land Use and Housing, p. 3-2, March, 2006.



May 17, 2010
Page 5

Council oversight will help ensure thorough review of the impacts and benefits of downtown
hotel development as identified and considered in the policies and plans above.

Currently, the CCDC Board exercises decision-making authority for new hotel
development through the design review process. As defined,

Design Review means the formal review of a proposed development through the
established process relevant to the size and nature of the proposed development.

Design review is focused on project aesthetics. The 2009 Performance Audit of CCDC found
that “CCDC differs from the City of San Diego’s Redevelopment Division and SEDC, which
both appear to acknowledge the intrinsic and important relationship of economic
development and redevelopment.”6 The audit also found that “CCDC was not engaged in
economic development activities as were other peer redevelopment organizations...”
Transferring discretionary approval of a Centre City Permit for some hotels from the CCDC
board to the City Council will promote the complete review intended by the City’s plans.

V. Conclusion

For the reasons above, we believe that providing a voice for the City Council in the
review of downtown hotels is in the best interest of all San Diegans. Downtown hotels
create thousands of permanent, low-wage jobs which bring regional costs and benefits.
Tourism is one of four base sector industries and crucial to San Diego’s economic future.
And downtown is the regional employment center and heart of the visitor-serving industry.
We respectfully urge the Land Use and Housing Committee to approve the proposed
ordinance to the benefit of residents in every council district.

Thank you for your consideration.

Sincerely,

y
Brigette Browning M—?
President e
UNITE HERE Local 30

16 Office of the City Auditor, Performance Audit of the Centre City Development Corporation, July 10, 2010.
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MEMORANDUM

DATE: May 18, 2010

TO: Land-Use Commiittee City Council, City of San Diego
FROM: Murtaza H. Baxamusa, Center on Policy Initiatives

SUBJECT:  Rceview process for downtown hotel developments

‘The approval of large projects in downtown needs check-und-balances to ascertain
accountability of approvals by CCDC President and Board. City Council review of
downtown hotel projects will ensure adequate public input and further citywide economis
development goals.

There are four reasons tor supporting the proposed action.
1. Land-Use Power Vests with the Council in the Entire City

It is important to recognize that zoning and land-use authority are vested with the legislative
body (City Council) through the police power of the state. CCDC does not have any inhcrent
authority except that which is explicitly granted through the Land Development Code and the
Operating Agreement. In addition to land-use, CCDC also serves to implement
redevelopment, by determining the expenditure of over $100 million in tax increment each
year. Where as the Redevelopment Agency (City Council) approves all major redevelopment
decisions, such as development agreements.and eminent domain, it does not have the same
control over major land-use decisions. Currently, the City Council does not have the same
powers over development projects in downtown, as it does over projects of a similar scale in
other neighborhoods of the city. This is a significant anomaly in the Land Development
Code.

I1. Increased Accountability of Large Project Approvals
The Centre City Planned District Ordinance approved under the leadership of CCDC

President Nancy Graham in 2006 did not incorporate adeguate checks-and-balances on the

authority of CCDC in development decisions. This plan significantly increased the
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downtown FAR, empowering CCDC with greater leeway in development decisions.
Attached is a memorandum submitted by Center on Policy Initiatives on November 3, 2005
highlighting the incrcased land-use authority of CCDC. This memo expressed concern that
the role of the City Council would be seriously curtailed by the approval of the revised
Centre City Planned District Ordinance.

II1. Does Not Introduce any New Subjectivity

The current design review process for large projects over 100,0000 square feet in dovmntown
is discretionary. The plans and ordinances are ambiguous on a number of issues (e.g.,
materials, colors), and the CCDC Board frequently uses subjective criteria in its decisious on
the Centre City Development Permit. Therefore, the transter of this subjective authonty to
the City Council, only supersedes the decision of one body over another, and does not
introduce new criteria.

There have been several misconstrucd ¢laims that the proposal requires labor agreements.
Decisions regarding large hotel projects are not new to the council. As a legislative bady,
counci] approves or denies large projccts continually, considering economic impacts such as
TOT and employment, and balancing the merits of the project with the needs of diverse vity-
wide interests.

1V. Hotels are a special land-use category separately regulated

Land-usc decisions directly affect the kinds ot jobs we create, but the decisions on hotels. are
especially pertinent for review on city-wide impact. There have been over 10,000 hotel
rooms approved in the City of San Dicgo since 2000, most of them in downtown. Leisure
and Hospitality is one of the fastest growing industries in San Diego, with employment over
150,000, and that industry has the lowest annual wage ($21,632) and the lowest rate of
employer-provided health insurance (20%). For every 100 jobs in hotcls, almost 80 will not
pay a living wage. These workers impact city-wide services, especially housing and
transportation.

The revicw of hotels is also central to the purpose of redevelopment, especially since the city
has invested almost a billion dollars in redeveloping downtown. Hotels generate employment
opportunities tor the local workforce. Community Redevelopment Law emphasizes the
importance of providing employment opportunities (Health & Satety Code Sec. 3307()) and
identifics as one of its fundamental purposes the expansion of employment opportunities for
unemployed, underemployed and low-income persons, as well as the economic growth and
well-being of persons (Health & Satety Code Sec. 33071).

Creating quality employment opportunities is also a specific goal of our planning documents.
The Economic Prosperity Element of the General Plan aims to create “a higher standard of
living through self-sufficicnt wages and an increase in citywide real median income per
capita,” (p. EP-20) and the Downtown Community Plan sets the poal of creating **165,000
quality jobs” at build out.
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The Economic Prosperity Element singles out hotels industry us one that creates low-wage

jobs:
Visitor-services industries are expected o continue to generate employment grovsth.
Bused on past experience, employment growth in these industries is not expected to
generate a high proportion of middle-income jobs for San Diego residents. Curreatly,
the average annual salary for employees in the visitor service industry is half of the
repional average wage, ranking it among the lowest of all of the key industries in the
San Dieyo region. (Economic Prosperity Elcment, EP-28)

City Council review will help ensure that large hotel projects will benefit from higher
accountability. The proposal does not introduce new subjective criteria, but transfers
responsibility of addressing city-wide impacts of large hotels to a city-wide elected body.

Sincerely,

e

Murtaza H. Baxamusa, Ph.D. AICP
Attachments:

CPI Memorandum "“Downtown Approval Process”, dated November 3, 2005.
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MEMORANDUM

To: Interested Parties

From: Murtaza H. Baxamusa, AICP

Subject: Downtown Development Approval Process
Date: November 3, 2005

City Council review of major development projects provides opportunity for elected
officials to provide input into projects that could potentially impact the entire city. Such
review also accommodates decisions and requests that are driven by public policy goals
rather than narrow interpretation of statute. With new rules going into effect in
downtown, this memo demonstrates that City Council input in major development
decisions is going to be seriously curtailed.

The development approval process in downtown is regulated by the Centre City Planned
District Ordinance (PDO). CCDC has been granted land-use authority by the City
Council to ensure compliance with development regulations spelled out in the PDO and
other Design Guidelines adopted by the Council.

There are three instances projects go before Council:

(1) Projects which require legislative action or policy direction such as Community
Plan Ameadments, zoning changes, Disposition and Development Agreements,
and Participation Agreements;

(2) Projects which are required to go to Council because the PDO explicitly requires
a Development Permit that would need Council approval. There is no threshold in
the Municipal code that requires any large development in the city to go to City
Council without an appeal: il is individual PDOs that carry this requirement. The:
special cases described in the proposed Centre City PDO only apply to incentives
and agreements,

(3) Projects that contain uses that have city-wide impacts (such as airports and
stadiums) for which the Municipal Code requires a Conditional Use Permit to gc:
to City Council anywhere in the city.

Building permits are ministerial yeviews (they are not discretionary) meaning that they
are staff-level reviews that only address compliance with local and state building
construction regulations. The City's Development Services Department cannot
unreasonably withhold building permits if the development has been approved.
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The proposed Centre City PDO does the following:

(a) Increases FAR;

(b} Creates flexible zoning;

(c) Gives authority to the CCDC President to approve all plO_]CC(S less than 100,000
square feet without public hearing: §103.1916(a)(2)(A);

(d) Gives authority to the CCDC Board to approve all projects over 100,000 square
feet with input from CCAC: §103.1916(a)(2)(B); the only exception is when there
is Agency review required in the form of agreement or assistance:
§103.1916(a)(2XC);

(e) Gives authority to the CCDC President to transfer FARs: §103.1907(e)(6)(B);

(f) Gives authority to the CCDC President 10 approve exceptions to the code; see
§103.1911(f), §103.1911(k) etc.

We understand the objective of CCDC in streamlining routine development approvals.
However by expanding development entitlements and giving the CCDC virtually
complete authority to issue Development Permits, we believe may have the following
unintended consequences:

L. Large development projects will no longer need zoning, FAR changes or
development agreements,
11 If major projects do not need land (or funding) from the Agency, they will be

exclusively private projects that will not legally accommodate any public
policy input beyond the underlying code. For example, hotels and condo
towers (regardless of the size) that use existing entitlements (FAR) are
permitted by right in most areas in downtown: meaning that criteria not
explicitly written in the PDO cannot be impased on such developments.

[II.  Centre City Development Permits will go to City Council only when paired
with policy approvals (see 1 above) or conditional uses (see 3 above) either of
which would occur rarely.

We believe this new PDO allows the Council very little oversight and involvemeat in
major development decisions in downtown.

Theretore, w ensure that large development projects receive adequate public policy ingut,
we ave proposing that all Centre City Development Permits having 500,000 square feet or
250 units or 250 hotel rooms be subject to City Council review,

Sincerely,

"

urtaza H, Baxamusa AICP -
Director of Research and Policy,
Center on Policy Initiatives.
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ATTACHMENT D

Land Development Code

Code Monitoring Team (CMT) Meeting Minutes
Wednesday - November 10, 2010 - 2:00 to 4:00 pm
Development Services Center (DSD) - 4™ Floor Training Room

CMT MEMBERS:

M Sean Cardenas

Assoc. of Environmental Planners

M John Ziebarth

]

M

- American Inst. of Architecture

Dan Wery

American Planning Assoc.

John Leppert

American Society of Civil
Engineers

Matt Adams

Building Industry Assoc.

Neil Hyytinen

Chamber of Commerce

Guy Preuss
Community Member — CPC

Claude-Anthony Marengo
Community Member At-Large

Steve Silverman
Council of Design Professionals

Scott Molloy
S.D. Assoc. of Realtors

Rebecca Michael
S.D. Bar Association

Alan Pentico
SD County Apartment Assoc.

DSD Staff: Kelly Broughton, Amanda Lee

ITEMS:

1. Non Agenda Public Comment-
e A copy of Ordinance (O-18451), which references the original goals for the Land
Development Code as adopted by the City Council, was made available in
response to previous inquiries regarding the role of the Code Monitoring Team.
e Neil Hyytinen requested that a policy be established to formalize the role of the
Code Monitoring Team and similar advisory groups (i.e. Technical Advisory
Committee) that provide recommendations to the City Council on proposed code

amendments.

Vacant
American Society of Landscape
Architects

Vacant
Business Owner at-Large

Vacant
Historic Resources

Vacant
League of Women Voters

Vacant
Sierra Club

Vacant
Small Business

e Sean Cardenas will be switching to the Historic Resources representative seat
beginning in December, which will open a vacancy on CMT for anyone interested
in serving as the Association of Environmental Planners representative.

2. Amendments to Planned District Review Processes for Downtown Hotel Projects —

Presentation by Brad Richter and Lucy Contreras (CCDC).

CMT Motion — (passed by a vote of 8-0)

When establishing the Land Development Code, City Ordinance 0-18451 identified six goals of
the Zoning Code Update Project. The Code Monitoring Team uses those goals in its review of

draft regulations.

On this basis, the Code Monitoring Team is unable to support the draft ordinance to amend the
Planned District Review Process for Downtown Hotel Projects because the ordinance fails to
comply with the six goals identified in City Ordinance 0-18451. Specifically:

Page 1 of 2



LDC Goal #1 Simplicity — The draft ordinance adds complexity to the code because it singles
out one use (hotels) in one location (Downtown) and makes it subject to a special review
process. Hotels along with other commercial and visitor commercial uses are already subject
to detailed review.

LDC Goal #2 Objectivity — The draft ordinance lacks both a statement of intent and the
establishment of criteria to be used in the review of hotel development applications. Without
those elements, the draft ordinance fails to provide clarity, transparency and objectivity.

LDC Goal #3 Adaptability — It is unclear how the draft ordinance increases the adaptability
of the Code.

LDC Goal #4 Eliminate Redundancy/Contradiction — The draft ordinance is redundant given
that established regulations stipulate the process and criteria by which Downtown hotel
projects are reviewed. Moreover, without an intent statement and without criteria for the
review of Downtown hotels, the draft ordinance establishes an absence of precision. This
contradicts the principal reason for undertaking the Code update.

LDC Goal #5 Maintain a Standardized Framework — The draft ordinance makes an exception
to the standardized framework for regulating hotel development by creating an exceptional
process for a single use in a single location. Consequently, the draft ordinance is seen as
damaging to the establishment of a standardized framework.

LDC Goal #6 Predictability — The draft ordinance creates a less predictable outcome for
applicants because of the absence of a statement of intent and the failure to establish review

criteria.

7" Update to the Land Development Code — Presentation by Amanda Lee.

CMT Motion - Recommend approval of the 7 Update to the Land Development Code
with modifications to Issues #1 Easement/Public Right of Way Vacations, Issue #9
Expiration of Tentative Maps/Map Waivers and Associate Development Permits, and
Issue #32 Initiation Process in Planned Districts (passed by a vote of 8-0).

e Issue #1 Easement/Public Right of Way Vacations - Evaluate whether references
to Subdivision Map Act sections should be referred to generally instead of
providing specific SMA code section references.

o Issue #9 Expiration of Tentative Maps/Map Waivers and Associate Development
Permits - Remove the phrase “whichever is first” from the proposed language in
Section 125.0461 for consistency with the Subdivision Map Act.

o Issue #32 Initiation Process in Planned Districts - Remove the existing
requirement to initiate a zoning/rezoning action from the PDOs and from Land
Development Code Section 123.0103 which applies citywide.
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ATTACHMENT E

NOTICE OF RE-SCHEDULED
PLANNING COMMISSION
PUBLIC HEARING

As a nearby property owner, tenant, or person who has requested notice, you should know that
the City of San Diego Planning Commission will hold a public hearing to consider proposed
amendments to the Centre City, Marina, and Gaslamp Quarter planned district ordinances
(PDOs) to amend the review processes for hotel and motel projects located within the Downtown
Community Planning area. Specifically, the proposed amendments will require the following

review processes:

Hotels/Motels between 100 and 200 rooms: Site Development Permit Process 4, which will
require a public hearing before the Centre City Development Corporation (CCDC) Board of
Directors. The decision of the CCDC Board of Directors may be appealed to the City Council.
Hotels/Motels over 200 rooms: Site Development Permit Process 5, which will require public
hearings before the CCDC Board of Directors and the City Council.

PROJECT NAME:

PROJECT APPLICANT:
COMMUNITY PLAN AREA:
COUNCIL DISTRICT:

PROJECT MANAGER:
MAILING ADDRESS:
PHONE NUMBER:
E-MAIL ADDRESS:
DATE OF HEARING:

TIME OF HEARING:

LOCATION OF HEARING:

Amendments to the Centre City, Marina, and Gaslamp
Quarter Planned District Ordinances for the Review
Processes of Hotel Projects within the Downtown
Community Plan Area

Initiated by the City of San Diego City Council
Downtown

Districts 2 and 8

Brad Richter, CCDC Asst. Vice President, Planning
401 “B” Street, Suite 400, San Diego, CA 92101
(619) 533-7115

richter@ccdc.com

THURSDAY, DECEMBER 16, 2010

(previously noticed date was November 18, 2010)

9:00 a.m. (please note that this is the time that the
meeting starts, but there is no fixed time for this specific
hearing).

City Council Chambers, 12" Floor, City Administration
Building, 202 C Street, San Diego, CA 92101

401 B Street, Suite 400 t San Diego, CA 92101-4298 1 Phone 619-235-2200 | Fax 619-236-9148 | www.ccde.com
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Notice of Planning Commission Re-Scheduled Public Hearing
Page Two

The Planning Commission will make a recommendation to the City Council, who will consider
the amendments at a later public hearing. You will receive additional notice of the City Council
hearing once it has been scheduled.

The proposed amendments to the PDOs in the Downtown Community Plan area have been
determined to be exempt from the California Environmental Quality Act (CEQA) pursuant to
State CEQA Guidelines Section 15061 (b)(3), which states that “CEQA applies only to projects
which have the potential for causing a significant effect on the environment.” The proposed
amendments to the regulations for the review of downtown hotel projects would alter the
entitlement review process for hotel projects but would not amend where hotels are permitted nor
the development standards for hotel projects. Therefore, the proposed amendments do not have
the potential to significantly impact the environment.

The public is invited to attend this public hearing. Copies of the staff report and proposed
amendments will be available for public review in the offices of CCDC located at 401 “B”
Street, Suite 400, San Diego, CA 92101 or on the City of San Diego website beginning on
Friday, December 10, 2010. If you have any questions after reviewing this notice, you can call
the Project Manager listed above.

If you wish to challenge the City's action on the above proceedings in court, you may be limited
to addressing only those issues you or someone else have raised at the public hearing described in
this notice, or written correspondence to CCDC or the City Planning Commission at or before the

public hearing.

This information will be made available in alternative formats upon request. To request an
agenda in alternative format or to request a sign language or oral interpreter for the meeting, call
the Disability Services Program Coordinator at 236-5679, at least five working days prior to the
meeting to ensure availability. Assistive Listening Devices (ALD's) are available for the meeting

upon request.





