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STAFF REPORT AND RECOMMENDATION ON APPEAL 
 
LOCAL GOVERNMENT:  City of Coronado 
 
DECISION: Approval with Conditions 

 
APPEAL NO.: A-6-COR-06-46 
 
APPLICANT: HDC North Beach Development, LLP 
 
PROJECT DESCRIPTION:  Tentative subdivision map allowing for the conversion of 11 

cottages and villa hotel units currently under construction into a maximum of 37 
hotel condominium units, a maximum of 2 open space condominium units, and up 
to 25 non-habitable management condominium units (lobby and maintenance 
areas) at site of an approximately 775-room hotel complex (Hotel del Coronado). 

 
PROJECT LOCATION:  1500 Orange Avenue, Coronado (San Diego County) 
  APN 537-630-32 
 
APPELLANTS:  Coastal Commissioners Patrick Kruer and Sara Wan 
              
 
STAFF NOTES: 
 
At its May 10, 2006 hearing, the Commission found Substantial Issue exists with respect 
to the grounds on which the appeal was filed.  This report represents the de novo staff 
recommendation.   
 
Summary of Staff’s Preliminary Recommendation: 
 
This amendment request is to allow the applicant to convert 11 cottages and villa hotel 
units originally approved as an addition to the Hotel del Coronado to 37 condominium 
hotel units.  Staff recommends that the Commission deny the applicant’s request.  The 
proposed project will occur on the site of the Hotel del Coronado (“Hotel del”).  Several 
years ago, the City of Coronado approved a coastal development permit for major 
renovations and additions to the existing hotel complex.  Relative to this appeal, the 
project originally approved under the Hotel del Master Plan authorized the construction 
of conventional hotel units to be sited on a visitor-serving commercial site directly 
adjacent to the beach.  The proposed change in ownership will result in a project that 
functions to some extent as a residential use, and thus would lessen the visitor-serving 
use of the units, inconsistent with the certified LCP and the public access and recreation 
policies of the Coastal Act.   
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In addition, the proposed project raises concerns regarding the long-term security and 
viability of retaining visitor amenities on the subject site.  The individual owners would 
be responsible for the cost of maintaining the common areas.   If owners are not satisfied 
with the financial return on the properties, the Commission anticipates that there will be 
considerable pressure to allow longer stays for the condominium owners, defer 
maintenance costs of public areas, reduce access to public amenities, and/or convert the 
property to purely residential use and eliminate the public components of the project 
altogether.  The proposed condominium units have been designed and are being built as 
“casitas,” separate and distinct from the rest of the hotel.  It would be relatively simple to 
permanently segregate the proposed condominium units from the rest of the Hotel del 
Coronado property as private residences.   
 
With 37 separate owners plus the hotel operator, enforcement of conditions attempting to 
ensure that the condominiums are truly available and accessible to the general public 
could be problematical.  Were the Commission to authorize the conversion to 
condominium form of ownership and the 37 units sold, it would be extraordinarily 
difficult, if not impossible, for the Commission to require the hotel to convert back to a 
conventional hotel ownership in the event of non-compliance with the permit conditions.  
Such difficulty in enforcement could lead to the provision of visitor-serving amenities 
being compromised.   
 
Due to its prime location adjacent to the beach, public amenities, accessibility and the 
fact that it the only beachfront area in the City zoned for Hotel-Motel uses, staff 
recommends that the subject site be developed only with uses that truly and exclusively 
serve the visiting public by providing year-round overnight accommodations, such as was 
originally approved on the site.  
 
Standard of Review:  Certified City of Coronado LCP and the public access policies of 
the Coastal Act. 
              
 
Substantive File Documents: Appeal Applications by Commissioners Kruer and Wan 

dated 4/24/06; Coronado Resolution #8075; Certified City of Coronado Local 
Coastal Program (LCP); CDP #6-92-203-A4.   

________________________________________________________________________ 
 
I. PRELIMINARY STAFF RECOMMENDATION: 
 
The staff recommends the Commission adopt the following resolution: 
 
 MOTION: I move that the Commission approve Coastal 

Development Permit No. A-6-COR-O6-46 for the 
development proposed by the applicant. 
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STAFF RECOMMENDATION OF DENIAL: 
 
Staff recommends a NO vote.  Failure of this motion will result in denial of the permit 
and adoption of the following resolution and findings.  The motion passes only by 
affirmative vote of a majority of the Commissioners present. 
 
RESOLUTION TO DENY THE PERMIT: 
 
The Commission hereby denies a coastal development permit for the proposed 
development on the grounds that the development would not be in conformity with the 
provisions of the certified Local Coastal Program and the public access and recreation 
policies of the Coastal Act.  Approval of the permit would not comply with the California 
Environmental Quality Act because there are feasible mitigation measures or alternatives 
that would substantially lessen the significant adverse impacts of the development on the 
environment.  
 
II. Findings and Declarations. 
 
 1. Project Description/History.  On August 27, 2002, the Coronado City Council 
approved issuance of an appealable coastal development permit amendment for the Hotel 
Del Coronado Master Plan (CP 3-02), authorizing numerous changes and upgrades to the 
property, including an increase of 205 guestrooms, a 19,700 sq.ft. conference center, 
relocation of the health spa and tennis courts, improvements to the southern and eastern 
facades of the main hotel building, exterior improvements to Grande Hall, relocation of 
the hotel driveway entrances, development of below-grade parking structures, landscape 
and walkway enhancements, an off-street bus drive and staging area off of R.H. Dana 
Place, and a total of 1,170 on-site parking spaces.  That amended permit was not 
appealed by members of the Coastal Commission because the City coordinated with 
Commission staff to address the coastal issues raised by the City’s approval of the 
project. 
 
On June 21, 2005, the Coronado City Council approved a tentative subdivision map (Res. 
#8075) allowing for the conversion of 11 of the new cottages and villa hotel units into a 
maximum of 37 condominium units, a maximum of 2 open space condominium units, 
and up to 25 non-habitable management condominium units (lobby and maintenance 
areas).  The City did not issue a new coastal development permit or amendment to the 
existing Master Plan coastal development permit, nor it did issue a coastal development 
permit exemption.  Commission staff became aware of the City’s action in March 2006, 
and contacted City staff for background on the City’s action, and to inform the City that 
the action required a coastal development permit or amendment.  City staff indicated they 
believe the action is exempt from coastal development permit requirements in a letter 
dated April 6, 2006 and received in Coastal Commission offices April 10, 2006.  Section 
30625 of the Coastal Act allows for Commission appeals of claims of exemption.  As 
such, an appeal was filed by two Commissioners on April 24, 2006.  At its May 10, 2006 
hearing, the Commission found Substantial Issue exists with respect to the grounds on 
which the appeal was filed.   
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The tentative map was approved with a number of special conditions and limitations on 
use of the condominiums.  Occupancy by the same persons is limited to not more than 25 
consecutive days, and unit owners are allowed to occupy a unit up to a total of 90 
cumulative days per calendar year, not exceeding 25 consecutive days at any one time.  
Unit owners are further limited to a maximum of 25 days of use within any immediately 
preceding 50 day time period.  In other words, owners can occupy units for up to 90 days 
in a year, which can be used in blocks up to 25 days at a time, but not more than 25 days 
of any 50-day period. 
 
In addition, all of the units are to be operated similar to a hotel with a central lobby and 
front desk check-in, daily linen and cleaning services.  All units must be available for 
renting to the general public when not occupied by a unit owner.  Units can only be 
managed and staffed through the adjoining Hotel del Coronado operations management, 
and the Hotel del Coronado operations management would have exclusive reponsibility 
to manage all units. 
 
The 2 open space units and 25 maintenance units referenced in the project description 
refer to the sidewalk, landscaped, pool, closets, and other operational areas aside from the 
condominium units.  These units would be owned by the Hotel del Coronado at least 
initially.  It is unclear whether ownership of these non-residential units could ever be sold 
or transferred.  
 
 2. Public Access/Visitor-Serving Commercial Recreation.   
 
The following policies of the certified City of Coronado Local Coastal Program (“LCP”) 
apply to the proposed project:   
 

Land Use Plan Policies of the Certified LCP: 
 

III. ADOPTED POLICY 
It is the policy of the City of Coronado to: […] 
 
B. RECREATION AND VISITOR SERVING FACILITIES 
 
2. Maintain the quality and number of existing visitor accommodations at or above 
their present levels, and encourage the provision of new low-cost visitor 
accommodations and the expansion of existing low-cost visitor accommodations. 

 
In addition, the following Coastal Act policies are applicable to the subject proposal, and 
state: 

 
Section 30210 
 
In carrying out the requirement of Section 4 of Article X of the California 
Constitution, maximum access, which shall be conspicuously posted, and 



A-6-COR-06-46 
Page 5 

 
 

 
recreational opportunities shall be provided for all the people consistent with public 
safety needs and the need to protect public rights, rights of private property owners, 
and natural resource areas from overuse. 
 
Section 30211 
 
Development shall not interfere with the public's right of access to the sea where 
acquired through use or legislative authorization, including, but not limited to, the 
use of dry sand and rocky coastal beaches to the first line of terrestrial vegetation. 
 
Section 30213 
 
Lower cost visitor and recreational facilities shall be protected, encouraged, and, 
where feasible, provided.  Developments providing public recreational opportunities 
are preferred. . . . 
  
Section 30221 
 
Oceanfront land suitable for recreational use shall be protected for recreational use 
and development unless present and foreseeable future demand for public or 
commercial recreational activities that could be accommodated on the property is 
already adequately provided for in the area. 
 
Section 30222 
 
The use of private lands suitable for visitor-serving commercial recreational facilities 
designed to enhance public opportunities for coastal recreation shall have priority 
over private residential, general industrial, or general commercial development, but 
not over agriculture or coastal-dependent industry. 

 
The subject site is zoned and designated for Hotel-Motel (H-M) uses.  The subject site is 
the only H-M zoned site located adjacent to the beach and the Hotel del Coronado is the 
only hotel located immediately adjacent to the beach in the City (the City does have two 
bayfront hotels).   
 
The City’s LUP directs that the quality and number of existing visitor accommodations 
be maintained and encourages the provision of new low-cost accommodations.  The 
primary concern raised by the proposed conversion to a condominium form of ownership 
is whether the hotel will operate as a conventional hotel affording the same level of 
visitor-serving use anticipated by the Commission when it approved the Hotel-Motel land 
use designation and when it declined to appeal the hotel expansion, or whether it will 
function more as a private ownership residential use, inconsistent with the certified LCP.   
 
The applicant has indicated that the proposed condominium units would operate almost 
exactly the same as other hotel units on the property, and that the change in ownership 
will have no effect on the operation of the hotel.  The City has imposed Covenants, 
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Conditions and Restrictions (CC&R’s) that apply to each unit, as well as conditions 
imposed by the tentative parcel map.  As described above, hotel unit owners will be 
restricted to use of their unit for no more than 90 days per year and for no more than 25 
days within any preceding 50 day time period.  When the units are not occupied by the 
owners, they will be made available for use by the general public.  All reservation of the 
units by the public or the owners must go through the hotel’s reservation system. Owners 
of the condominium units will need to check into their rooms the same as hotel guests 
using the hotel’s electronic key system, and the same guest services will be available to 
condo-hotel unit owners and the general visiting public.  
 
While most of the marketing and advertising of the condo-hotel rooms will likely be 
performed by the hotel operator, each individual condominium owner would retain the 
right to market or advertise their unit on their own.  All landscaping, swimming pools, 
spas, sidewalks, and related structures around the condominium units would be 
maintained by the Hotel del Coronado, but the condominium owners would pay a fee for 
their maintenance.  The CC&Rs will provide the City a direct right of enforcement 
against both the individual owners of the parcels and the Hotel del Coronado, should any 
of the regulations be violated. 
 
Nevertheless, the proposed change in ownership of the hotel units would remove hotel 
rooms from the market at least some of the time.  As proposed, condominium hotel 
owners could use their units as vacation homes for up to 90 days per year.  Units 
occupied by owners for weeks at a time are units that are not available for transient 
occupancy, as was anticipated by the Commission when the site was originally zoned and 
designated for Hotel-Motel use, and when construction of these units was originally 
permitted.  Although each owner would be limited to no more than 25 days within any 
preceding 50 day time period, there remains the potential for owners to use their unit 
during the summer when hotel rooms for the general public are in highest demand.  For 
instance, under the applicant’s suggested time use restriction, condominium owners could 
use their units for 25 days in June, wait 25 days and then use the units again in late July 
or August for an additional 25 days.  Thus, up to ¼ of the hotel units could be unavailable 
to the visiting public over a 1-year time period.  
 
In addition, it is not certain that even when the units are not owner-occupied that the 
rooms will be available for general transient use.  There are membership organizations 
being formed to facilitate the peer-to-peer swapping of condo-hotel vacation units among 
owners (ref. National Association of Condo Hotel Owners at www.nacho.us).  Thus, it 
appears likely that the condominium units would be disproportionately used by people 
who own similar units elsewhere, and not available to the general public. 
 
In addition to immediately reducing the number of hotel units potentially available for 
transient use, the Commission is concerned about the long-term feasibility of the condo-
hotel units.  Like a traditional condominium, the proposed condominium units would 
have a condo association, property taxes and monthly condominium fees.  Revenue from 
the rental of the units would be split between the hotel operator and the owners.  Even 
when occupancy rates are low, owners would be expected to continue to pay fees to 

http://www.nacho.us/
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maintain the units, common areas, and amenities such as accessways, pools, and 
landscaping, as well as their mortgages. 
 
Since owners are ultimately responsible for these costs, it is expected that they will want 
a say in how the property is managed and run.  The Commission is concerned that during 
inevitable downtimes in the hotel industry, there will be considerable pressure from the 
condominium owners to be allowed to stay longer in their units.  Although the applicants 
have indicated that the Hotel del Coronado is responsible for maintenance of the common 
areas, condominium owners may also be disinclined to continue to pay for the 
maintenance or continued operation of the publicly-accessible areas without the revenue 
from non-owner occupants.  Thus, there is the potential that the property will become less 
attractive and available to the general public and that existing publicly-accessible areas 
will not be maintained and potentially closed to the public due to lack of maintenance. 
 
As time goes by, if owners are not satisfied with the financial return on the properties, the 
Commission anticipates that there will be pressure to convert the property to purely 
residential use and eliminate the public components of the project altogether.  This may 
be particularly so in the case of the proposed project, where the condominium units have 
been designed and are being built as “casitas,” separate and distinct from the rest of the 
hotel.  It would be relatively simple to permanently segregate the proposed condominium 
units from the rest of the Hotel del Coronado property.  Traditional hotels have to cope 
with fluctuations in revenue, of course.  But traditional hotels do not depend on numerous 
individual owners with a variety of financial capabilities and motivations for upkeep.  
 
The Commission has reviewed and approved similar requests in other areas of the state 
for conversion of previously approved hotels to a condominium form of ownership, 
including in Rancho Palos Verdes (Ref. A-5-RPV-02-324-A3/Long Point Dev.), Half 
Moon Bay (Ref. CDP 3-90-46-A1/Marchant Enterprises), and Encinitas (6-92-203-A4). 
In addition, the Commission approved the construction of a limited term occupancy 
condominium hotel in Hermosa Beach (Ref. CDP 5-96-282/Seaview Hotel). However, 
with the exception of the Encinitas project, these hotels were located on general 
commercial or visitor-serving commercial zoned sites, not zones where hotel/motel use is 
the primary intended use. 
 
In the case of the recently approved Encinitas project, the Commission allowed some 
hotel-condo units in a not-yet-built hotel project that had languished for years because of 
its inability to attract financing as a traditional hotel.  The Commission was satisfied that 
the only way to achieve any sort of overnight visitor-serving accommodations on the site 
was to authorize a partial condominiumization of the approved hotel.  In contrast, the 
proposed project is located on the site of a long-standing, thriving existing hotel.  The 
expansion units were only approved in 2002, with no condominium component.  The 
proposed cottages and villas have been designed as the very highest-end, luxury units in 
the hotel, which should produce a considerable amount of revenue.  The serious financing 
constraints that existed in the Encinitas project do not seem to be present here, at least to 
the same degree. 
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The applicant has suggested that the Commission could regulate the operation of the 
hotel and its owners through a series of special conditions such as were imposed in the 
case of the Rancho Palos Verdes, Hermosa Beach, Half Moon Bay Hotels, and Encinitas 
(Ref. A-5-RPV-02-324-A3/Long Point Dev.; CDP 3-90-46-A1/Marchant Enterprises; 
CDP 5-96-282/Seaview Hotel; CDP 6-92-203-A4/KSL).  These conditions involved 
controls on use, rental and marketing of the units and prohibited conversion to timeshare 
or residential use.  While such conditions could be applied, the problem would be 
enforcement of those conditions.  Were the Commission to authorize the conversion to 
condominium form of ownership and the 37 units are sold, it would be extraordinarily 
difficult, if not impossible for the Commission to require the hotel to convert back to a 
conventional hotel ownership if the special conditions were to be ineffective or difficult 
to enforce.  The applicant indicates that if an owner violates the conditions and 
regulations of the CC&R’s, the owner can be subject to legal action.  If the owner 
violates the terms of the Special Conditions imposed by the Commission or local 
government, again the applicant suggests the owner can be subject to legal action.  
However, enforcing violations of permit conditions can be difficult and time consuming 
when a single applicant is involved.  With 37 owners plus the hotel operator, enforcement 
could be impractical.  Such difficulty in enforcement could ultimately lead to, among 
other things, the provision of visitor-serving amenities being compromised.  Because 
condo-hotels are a relatively new venture, there is little track record so far on exactly 
what and how many problems might occur with this type of financing mechanism.  
 
The Commission acknowledges that to the extent the proposed condo-hotel units operate 
as transient accommodations, they would provide some public access and recreational 
opportunities.  But the ability to buy one of the units would be well out of range for most 
people, and the ability for non-owners to stay at one of the units would be limited by the 
occupancy of the owner.  The opportunities for public access and recreation at these 
condo hotel casitas would be far less than with a traditional hotel property, and certainly 
less than what was expected and is required for a designated hotel-motel zone and the 
prime visitor-serving destination in the City.   
 
Had the City reviewed the subject proposal in conjunction with a proposal to expand the 
H-M zone in other beachfront locations, or required an in-lieu fee towards the 
construction of new, lower-cost visitor-serving accommodations to mitigate for the 
proposed loss of hotel units and H-M zoned land, the impacts of the proposed 
condominium conversion might have been somewhat diminished.  However, as proposed, 
permitting the proposed condominium units in the subject location would effectively 
rezone the area to a lower-priority, residential-like use, with no benefit to the public.  The 
applicants have suggested that it is the condominium units that allowed for the 
construction of the new public walkway adjacent to the existing and proposed hotel units.  
However, these public improvements were required as part of the hotel expansion master 
plan approval, before the inclusion of any condominium units was approved.  There are 
no public benefits to allowing condominium units on a hotel site, but as described, there 
are considerable disadvantages and risks.  
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Condo-hotel developments have recently become extremely popular around the country, 
and many more of these types of projects, along with timeshares and other fractional 
ownership situations, are likely to come before the Commission.  There are circumstances 
where development of a condo-hotel could have a positive impact on public access and 
recreation.  The City of Coronado is a major tourist destination and there is almost no 
part of the City that would not be an attractive location for visitor-serving, overnight 
accommodations.  Any of the existing residential or commercially zoned properties in the 
City could be redeveloped with a condominium hotel without reducing the availability of 
prime visitor-serving land (although the City’s LCP would have to be amended to allow 
condominium hotels in these areas). 
 
In summary, the applicants have provided a number of conditions and restrictions on use 
of the proposed condominiums that would lessen the impact on public access and 
recreation, but the development would still replace visitor-serving accommodations with 
a lower-priority use inconsistent with the certified LCP and the public access and 
recreation policies in Chapter 3.  Even if the units initially operate with a substantial 
amount of non-owner use, the project sets up a scenario under which individual owners, 
who may have different goals and objectives than serving the recreational needs of the 
general public, would be responsible for maintaining what was approved as a major 
visitor-serving facility.  There are other locations in the City of Coronado that would be 
appropriate for quasi-residential hotel accommodations, but the subject site is the only 
beachfront H-M zoned location in the City.  As such, it should only be developed with 
uses that truly and exclusively serve the visiting public by providing year-round 
overnight accommodations in all rooms.   
 
Given the current popularity of condo-hotel developments, the Commission must assure 
that this lower-priority use does not reduce the supply of existing high-priority, hotel 
units, or usurp land which has been set aside for such purposes.  In the case of the 
proposed project, the proposed units have been designed and located to be the most 
desirable units in the entire hotel complex.  The site is a prime location adjacent to the 
beach and a variety of public amenities.  Allowing a quasi-residential use on this site 
would not maintain the quality and number of existing visitor accommodations at or 
above their present levels, and could set an adverse precedent regarding the preservation 
of visitor-serving accommodations in the Coastal Zone, inconsistent with the certified 
LCP and the public access policies of the Coastal Act.  Therefore, Commission denies the 
proposed condominium hotel ownership conversion request.  
 
 3. Local Coastal Planning.  As described above, the proposed project will have an 
adverse impact on the visitor-serving requirements of the Coastal Act and will be 
inconsistent with the certified LCP as it relates to the Hotel-Motel Zone.  Therefore, the 
Commission finds that approval of the conversion of the hotel to a condominium hotel 
will prejudice the ability of the City of Coronado to continue to implement its certified 
LCP. 
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 4. Consistency with the California Environmental Quality Act (CEQA).  Section 
13096 of the Commission's administrative regulations requires Commission approval of a 
coastal development permit or amendment to be supported by a finding showing the 
permit or permit amendment, to be consistent with any applicable requirements of the 
California Environmental Quality Act (CEQA).  Section 21080.5(d)(2)(A) of CEQA 
prohibits a proposed development from being approved if there are feasible alternatives 
or feasible mitigation measures available which would substantially lessen any 
significant adverse effect which the activity may have on the environment. 
 
As described above, the proposed project would have adverse environmental impacts.  
There are feasible alternatives or mitigation measures available such as the no project 
alternative that would substantially lessen any significant adverse impacts that the 
activity may have on the environment by ensuring the hotel develops as a conventional 
hotel.  In this case, a no project alternative would result in the construction of new hotel 
units on the site.  Therefore, the proposed project is not consistent with CEQA or the 
policies of the Coastal Act because there are feasible alternatives, which would lessen 
significant adverse impacts, which the activity would have on the environment.  
Therefore, the project must be denied. 
 
 
(G:\San Diego\Reports\Appeals\2006\A-6-COR-06-046 Hotel Del Subdiv de novo stfrpt.doc) 
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