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SUMMARY OF LCP AMENDMENT REQUEST NO. 2-06

Request by the City of Huntington Beach to amend both the Land Use Plan (LUP) and the
Implementation Plan (IP) portions of the Local Coastal Program (LCP). The proposed LUP
amendment would: 1) allow “timeshares” in every Commercial Visitor district by adding
“timeshares” to the list of allowable uses within the Commercial Visitor District; 2) modify
Policy 3.2.4 to add timeshares as an allowable use within all Commercial Visitor districts,
and 3) replace the phrase “overnight accommodation” with “hotels/motels and timeshares”
in the list of uses allowed within the Commercial General land use category. The
proposed IP amendment would modify the Downtown Specific Plan to: 1) add a definition
of “timeshares” in the definitions section of the Downtown Specific Plan; 2) allow
timeshares as an allowable use specifically within District 7 (Pacific City) and District 9
(Waterfront); and 3) provide certain restrictions on timeshares within District 7 and District
9. Proposed LCP Amendment Request No. 2-06 was submitted for Commission
certification by City Council Resolution No. 2005-20.

SUMMARY OF COMMISSION ACTION

At the Commission hearing of October 12, 2006 the Commission reviewed the City of
Huntington Beach Local Coastal Program Amendment 2-06. Public testimony and
Commission discussion included concerns regarding assurances that existing and
approved traditional hotel units (transient) would not be converted to limited ownership
units. The Commission found that imposition of a deed restriction acknowledging that no
such conversion would occur would be adequate to protect existing and approved transient
overnight accommodations. Such deed restriction would appropriately be recorded at the
time a coastal development permit is processed. Discussion also addressed the
appropriate amount for an in-lieu fee to offset the lack of lower cost overnight
accommodations. The Commission found that $3,000 per non-lower cost unit was an
appropriate fee amount. Therefore, the Commission approved with revised suggested
modifications the City’s request to amend the LCP as requested.

COMMISSION VOTE: The Commissioners voting on the Land Use Plan amendment
prevailing side were: Achadjian, Burke, Clark, Kram, Kruer, Neely, Padilla, Potter,
Reilly, Wan, and Chair Caldwell.
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The Commissioners voting on the Implementation Plan amendment prevailing side were:
Achadjian, Burke, Clark, Kram, Kruer, Neely, Padilla, Potter, Reilly, Shallenberger,
Wan, and Chair Caldwell.

SUMMARY OF STAFF RECOMMENDATION:

Staff is recommending that the Commission adopt the following revised findings in support
of the Commission’s action on October 12, 2006, approving the proposed Huntington
Beach Local Coastal Program Amendment 2-06 if modified. The motions to accomplish
this are found on pages 3 and 4. The more significant changes made to reflect the
Commission’s action can be found on pages 17, 18, 26, 27, 28, 30.

STANDARD OF REVIEW

For the proposed Land Use Plan amendment, the standard of review is conformance with
and satisfaction of the requirements of the Chapter 3 policies of the Coastal Act. For the
proposed Implementation Plan amendment, the standard of review is conformance with
and adequacy to carry out the provisions of the certified Huntington Beach Land Use Plan,
as amended.

SUMMARY OF PUBLIC PARTICIPATION

Section 30503 of the Coastal Act requires public input in Local Coastal Program
development. During the preparation, approval, certification, and amendment of any local
coastal program, the public, as well as all affected governmental agencies, including
special districts, shall be provided maximum opportunities to participate. Prior to
submission of a local coastal program for approval, local governments shall hold a public
hearing or hearings on that portion of the program which has not been subjected to public
hearings within four years of such submission. On January 25, 2005 the Planning
Commission held a study session to discuss the proposed amendment. On February 8,
2005 the Planning Commission held a public hearing on the proposed amendment. On
March 21, 2005 the City Council held a public hearing on the proposed amendment.
Three speakers spoke in favor of the project at the February 8, 2005 Planning Commission
hearing. Only the applicant spoke at the City Council hearing. All staff reports were made
available for public review in the Planning Department and in the Huntington Beach Public
Library. Public hearing notices were mailed to property owners, occupants and interested
parties. Notice of the public hearing was published in a local newspaper of general
circulation.

ADDITIONAL INFORMATION

Copies of the staff report are available online on the Coastal Commission’s website at
www.coastal.ca.gov or at the South Coast District office located in the ARCO Center
Towers, 200 Oceangate, Suite 1000, Long Beach, 90802. To obtain copies of the staff
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report by mail, or for additional information, contact Meg Vaughn in the Long Beach office
at (562) 590-5071. The City of Huntington Beach contact for this LCP amendment is Mary
Beth Broeren, Principal Planner, who can be reached at (714) 536-5271.

Exhibits
A. Vicinity Map
Location Map Pacific City & Waterfront Sites
City Council Resolution No. 2005-20
PKF Study
Orange County Register Article re Huntington Beach Hostel
Historic Site Photos

nmooOw

l. MOTIONS AND RESOLUTIONS

NOTE: Only those Commissioners on the prevailing side of the Commission’s action are
eligible to vote on the following motions.

A. Land Use Plan Amendment

Motion

“I move that the Commission adopt the following revised findings in support of the
Commission’s approval of the City of Huntington Beach LCP Land Use Plan
amendment No. 2-06 if modified as suggested.”

Staff recommends a YES vote on the motion. Passage of this motion will result in the
adoption of revised findings as set forth in this staff report. The motion requires a majority
vote of the members from the prevailing side present at the October 12, 2006, hearing,
with at least three of the prevailing members voting. Only those Commissioners on the
prevailing side of the Commission’s action are eligible to vote on the revised findings.

The Commissioners voting on the prevailing side to approve the LUP amendment if
modified were: Commissioners Achadjian, Burke, Clark, Kram, Kruer, Neely, Padilla,
Potter, Reilly, Wan, and Chair Caldwell.

Resolution

The Commission hereby adopts the findings set forth below approving if modified as
suggested, the City of Huntington Beach LCP Land Use Plan Amendment 2-06 on the
grounds that the findings support the Commission’s decision of October 12, 2006 and
accurately reflect the reasons for it.
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B. Implementation Plan Amendment

Motion

“I move that the Commission adopt the following revised findings in support of the
Commission’s approval of the City of Huntington Beach LCP Implementation Plan
amendment No. 2-06 if modified as suggested.”

Staff recommends a YES vote on the motion. Passage of this motion will result in the
adoption of revised findings as set forth in this staff report. The motion requires a majority
vote of the members from the prevailing side present at the October 12, 2006, hearing,
with at least three of the prevailing members voting. Only those Commissioners on the
prevailing side of the Commission’s action are eligible to vote on the revised findings.

The Commissioners voting on the prevailing side to approve the IP amendment if modified
were: Commissioners Achadjian, Burke, Clark, Kram, Kruer, Neely, Padilla, Potter,
Reilly, Shallenberger, Wan, and Chair Caldwell.

Resolution
The Commission hereby adopts the findings set forth below approving if modified as
suggested, the City of Huntington Beach LCP Implementation Plan Amendment 2-06 on

the grounds that the findings support the Commission’s decision of October 12, 2006 and
accurately reflect the reasons for it.

Il. SUGGESTED MODIFICATIONS

SEE APPENDIX A

[I. FINDINGS

The following findings support the Commission's action of October 12, 2006 denying the
proposed LCP Land Use Plan amendment and the proposed Implementation Plan
amendment as submitted, and approving both if modified as suggested. Changes to the
findings contained in the staff recommendation dated September 28, 2006 necessary to
reflect the Commission’s action are indicated as follows:

Language deleted as a result of the Commission’s action is shown in strike-eut.
Language added as a result of the Commission’s action is shown in bold, underline.

The Commission hereby finds and declares as follows:
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A. Amendment Description

The City of Huntington Beach has requested to amend both the Land Use Plan (LUP) and
the Implementation Plan (IP) portions of the Local Coastal Program (LCP). Proposed LCP
Amendment Request No. 2-06 was submitted for Commission certification by City Council
Resolution No. 2005-20. That resolution, which contains the City’s proposed changes to
the LUP and IP, is attached as exhibit C.

1. LUP Amendment

The proposed LUP amendment would introduce timeshares as a visitor serving use
throughout the Commercial Visitor district. This is proposed to be accomplished by
modifying the existing Table C-1 Coastal Element Land Use Plan Land Use, Density and
Overlay Schedule by adding “timeshares” to the list of “typical permitted uses” in the
Commercial Visitor (CV) land use category in the table. The amendment also proposes to
make a conforming change by modifying existing Policy 3.2.4 to add the Commercial
Visitor district to the list of land use districts where timeshares are allowed. Under the
existing certified LUP, timeshares are only allowed within the Commercial General and
Mixed Use Districts. The LUP amendment also proposes to replace the term “overnight
accommodations” with “hotels/motels and timeshares” in the list of allowable uses within
the Commercial General land use category. Finally, Table C-2 Community District and
Subarea Schedule, is proposed to be modified. Table C-2 is an area by area chart that
identifies, among other things, specific uses allowed within the areas identified. The LUP
amendment proposes to add “timeshares” to the list of permitted uses within two specific
areas: Subarea 4C PCH/First (Lake) Street (an area commonly known now as Pacific
City), and Subarea 4D Waterfront. Both the “Pacific City” and “Waterfront” sites front on
the inland side of Pacific Coast Highway, directly across from the sandy public beach and
ocean (see exhibit B).

The certified LUP identifies the following as typically permitted uses in the Commercial
Visitor district: “hotels/motel, restaurants, recreation-related retail sales, cultural uses (e.g.
museums) and similar uses oriented to coastal and other visitors to the City.” In the
Commercial General district, the certified LUP identifies “overnight accommodations” as a
typically permitted use. The amendment proposes to replace the phrase “overnight
accommodations” in the description of typical permitted uses within the Commercial
General district with the following: “hotels/motels, timeshares.”

2. Anticipated Projects

This proposed LCPA is a somewhat project-specific amendment. Specific development is
envisioned and would be accommodated by the proposed changes. The development that
is envisioned at Pacific City includes portions similar to a traditional timeshare and would
supplement development at Pacific City that is already under way. Uses approved by the
existing local coastal development permit for Pacific City include a mixed use development
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that will front along Pacific Coast Highway consisting of retail, office, restaurant, cultural,
and entertainment uses; a hotel; and 516 condominium units above subterranean parking.
The residential condominiums are to be located landward of the mixed use and hotel
development.

Currently the permitted uses listed in Table C-2 for Subarea 4C (Pacific City) are “visitor-
serving and community-serving commercial uses, restaurants, entertainment, and other
uses (as permitted by the “CV” and “CG” land use categories)”.

The Waterfront site is also located along the inland side of Pacific Coast Highway,
between Huntington Street and Beach Boulevard. Existing development at the site
includes a Hilton hotel and a Hyatt hotel. A third hotel is anticipated at this site, and this
LUPA's allowance for timeshares in this area is designed to allow approval of the new
hotel as a “condominium hotel,” wherein individual rooms can be subdivided for sale as
“condominium hotel rooms.” Currently the permitted uses listed in Table C-2 for Subarea
4D (Waterfront) are “Hotels/motels and supporting visitor-serving commercial uses (in
accordance with Development Agreement)”.

3. IP Amendment

The proposed IP amendment would change only the Downtown Specific Plan portion of
the Implementation Plan. No changes are proposed to the Zoning and Subdivision
Ordinance, which comprises the bulk of the City’s certified Implementation Plan. The
proposed IP amendment would modify the Downtown Specific Plan (DSP) to allow
timeshares by proposing the following changes. The term “timeshare” is proposed to be
added to the DSP definitions section (Section 4.0.04), and timeshares are proposed to be
added to the list of uses allowed within District 7 (which corresponds to the Pacific City
site) and District 9 (which corresponds to the Waterfront site) of the DSP. The proposed
definition of timeshares would be broad enough to allow both of the limited use forms of
property ownership being proposed, as described above. District No. 7 is titled “Visitor-
Serving Commercial” and District No. 9 is titled “Commercial/Recreational’. New language
is proposed within Districts 7 and 9 to establish certain restrictions on the newly proposed
“timeshare” use within those districts. More specifically, the restrictions proposed in
Districts 7 and 9 would require that these “timeshares” be allowed only as part of a master
planned development and that they be subject to the following conditions: a) at least 25%
of the units be permanently reserved for transient overnight accommodations during the
peak summer season; b) the timeshare facility operate as a hotel, including requirements
for a centralized reservations system, check-in services, advertising, security, and daily
housecleaning; and c) a description specifying how the twenty-five percent reserved
transient overnight requirement will be satisfied within the master planned development is
required to be submitted at the time of application.

The proposed definition of timeshare is:
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Timeshares: Any master planned development wherein a purchaser receives the
right in perpetuity, for life, or for a term of years, to the recurrent, exclusive use or
occupancy of a lot, parcel, unit, room(s), or segment of real property, annually or on
some other seasonal or periodic basis, for a period of time that has been or will be
allotted from the use or occupancy periods into which the project has been divided
and shall include, but not be limited to timeshare estate, interval ownership,
vacation license, vacation lease, club membership, timeshare use,
condominium/hotel, or uses of a similar nature.

New subsections 4.9.12 and 4.11.13 are both proposed to use the following language:

Timeshares. May be permitted as part of a master planned development and shall be
conditioned as follows:

a) At least twenty-five percent of the units be permanently reserved for transient
overnight accommodations during the peak summer season (beginning the day
before Memorial Day weekend and ending the day after Labor Day).

b) The timeshare facility shall operate as a hotel including requirements for a
centralized reservations system, check-in services, advertising, security, and
daily housecleaning.

c) A description specifying how the twenty-five percent reserved transient overnight
requirements of Section 4.9.12 (a)/4.11.13 (a) will be satisfied within the master
planned development must be submitted at time of applications.

B. History of Timeshares in the LCP

The Land Use Plan as currently certified does not allow timeshare uses within the
Commercial Visitor (CV) district. Timeshare uses are currently allowed within the
Commercial General (CG) district and within the Mixed Use (M), Mixed Use-Horizontally
Integrated Housing (MH), and Mixed Use-Vertically Integrated Housing (MV) districts,
subject to certain restrictions. Existing LUP Policy C 3.2.4 states:

Timeshares may be permitted in Commercial General District (CG) and Mixed Use
Districts (M, MH, and MV) provided that any such project be conditioned as follows:

a) That at least twenty-five percent of the units be permanently reserved for
transient overnight accommodations during the summer season (beginning the
day before the Memorial Day weekend and ending the day after Labor Day).

b) That the timeshare facility operate as a hotel including requirements for a
centralized reservations system, check-in services, advertising, security, and
daily housecleaning.

The City’s Land Use Plan was updated in 2001 by replacing the then existing certified
Land Use Plan with an entirely new Land Use Plan (Coastal Element). The Commission
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approved the updated LUP, subject to suggested modifications, via LUP amendment 3-99,
which was acted on by the Commission in June of 2001. At the time of that LUP update,
the City proposed timeshares as an allowable use within the Commercial Visitor district.
Timeshare use within the Commercial Visitor district was specifically rejected by the
Commission at that time via a suggested modification deleting the language that was
proposed to allow it. The LUP update approved through LUP amendment 3-99 does allow
timeshares within Commercial General and in the Mixed Use Districts (M, MH, and MV)
subject to the restrictions of LUP Policy C 3.2.4, which was added to the LUP as a
suggested modification at the time of that amendment. In denying timeshare uses within
the Commercial Visitor district, the Commission found:

“In terms of timeshares, Policy C 3.2.3 [the policy number changed with insertion of
the suggested modifications throughout the LUP], as submitted, would allow
timeshares. Though time-shares are similar to hotels in many ways there are
significant differences that favor interpreting time-shares as a form of residential
development. Time-shares cannot be considered to be a true visitor serving
development, like a hotel, since it is membership based and it would be possible for
members to stay for significant periods of time. In fact, it would be possible for a
time-share member to buy enough timeslots to cover an entire year, which would
basically make the time-share member a year round resident. Furthermore, the
Commission recognizes that time-share membership would not promote maximum
public access opportunities on a first come first serve basis such as hotels provide.

Timeshares typically involve the “selling” of units to more affluent vacationers who
typically stay in the units for longer periods of time than overnight use. Because
they are occupied for longer periods of time by those who buy interests in them,
they are almost considered to be residential use rather than a transient visitor
serving use. Under Section 30222 of the Coastal Act, residential development is a
low priority use in the Coast Zone.”

For these reasons (cited above) the Commission specifically denied timeshares as an
appropriate use within the Commercial Visitor district. As originally proposed, the current
amendment included no new language or new information addressing the concerns
previously raised by the Commission regarding timeshares.

In the certified Implementation Plan, timeshares are allowed as a “quasi-residential” use
within the Commercial Visitor district. At the time the IP was comprehensively updated (in
April 1996, via IP amendment 1-95), the standard of review was the then certified LUP
(prior to the LCPA 3-99 update). Under the LUP as it existed at that time, limited
residential use was allowed within the Visitor Serving Commercial (VSC) land use
designation. The principal permitted uses of the VSC land use designation were hotels,
motels, restaurants, theaters, museums, specialty and beach-related retail, and service
uses. It also allowed, however, office and residential uses by special permit. Residential
use was allowed subject to the following restriction: “the street level or one-third of the
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total floor area shall be devoted to visitor-serving commercial uses; however at least 50%
of the street level shall be visitor-serving commercial.”

The City’s Implementation Plan was updated in April 1996 via Implementation Plan
Amendment No. 1-95. IP Amendment 1-95 replaced most of the existing IP with the City’s
Zoning and Subdivision Ordinance. The updated IP allows residential development within
the Commercial Visitor district, consistent with the restriction in the LUP outlined above. In
this way, timeshares are allowed, under the currently certified IP, within the Commercial
Visitor district. But the IP recognizes timeshares not as a visitor serving use, but as a
guasi-residential use that, although not visitor serving, is allowed within visitor serving
designations as part of a mixed use development. Therefore, the City’s currently certified
LCP does not recognize timeshares as a visitor serving use.

C. Land Use Plan Amendment: Consistency with Chapter 3 Policies of the
Coastal Act

1. Denial of the LUP Amendment as Submitted

Section 30213 of the Coastal Act states:

Lower cost visitor and recreational facilities shall be protected, encouraged, and,
where feasible, provided. Development providing public recreational opportunities
are preferred.

The commission shall not: (1) require that overnight room rentals be fixed at an
amount certain for any privately owned and operated hotel, motel, or other similar
visitor-serving facility located on either public or private lands; or (2) establish or
approve any method for the identification of low or moderate income persons for the
purpose of determining eligibility for overnight room rentals in any such facility.

Section 30222 of the Coastal Act states:

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.

Visitor serving uses are strongly preferred under the Coastal Act. Visitor serving uses are
preferred because they maximize the number of people who can enjoy the unique
experience available only along the coast. Private residential development along the coast
is of highly limited use, being usable only by those able to afford coastal living. General
commercial uses benefit a more limited number of people having a need for such uses.
Furthermore, lesser priority uses, such as residential and general commercial, are not
dependent upon being located within the coastal zone. Such uses can accomplish their
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functions virtually anywhere; whereas the coastal visitor experience is available only along
the coast. Moreover, population growth in general creates greater demand for those
limited amounts of visitor serving developments that are available.

The proposed LUP amendment would allow timeshares throughout the Commercial Visitor
land use designation, subject only to restrictions that 25% be available for transient
overnight accommodations during the summer season, and that the timeshare facility be
operated as a hotel (including centralized reservations system, check-in services, etc.).
However, 75% of any future timeshare facility could be available exclusively to timeshare
members year-round. And 100% could be available exclusively to timeshare members for
nine months of each year. Timeshare facilities provide a lower level of public accessibility
than traditional hotels and motels.

There are numerous methods for dividing property and/or time interests within vacation
accommodations and selling those interests to private individuals or entities. As the
market changes, these methods also evolve. Commonly used terms for these methods
include “timeshare”, “fractional ownership’, “condominium/hotel” among many others, all of
which tend to be loosely defined as they are used within the industry. However, each type
of timeshare proposal may necessitate different controls that must be tailored to assure
that public accessibility to the facility is maximized. One step toward implementing those
controls is to have clearly defined terminology. The City has not proposed a definition for
the term “timeshare” in the proposed Land Use Plan amendment, exacerbating the issue.
For instance, the term “timeshare” can also have a more specific meaning that defines a
particular type of divided interest product. Thus, a specific definition of the term
“timeshare”, as well as a distinct “catch-all” phrase is necessary in the Land Use Plan.
Hereinafter, within these findings, the Commission will use the phrase “Limited Use
Overnight Visitor Accommodations” to mean any hotel, motel or other similar facility that
provides overnight visitor accommodations wherein a purchaser receives the right in
perpetuity, for life, or a term of years, to the recurrent, exclusive use or occupancy of a lot,
parcel, unit, room(s), or segment of the facility, annually or on some other seasonal or
periodic basis, for a period of time that has been or will be allotted from the use or
occupancy periods into which the facility has been divided and shall include, but not be
limited to Timeshare, Condominium-Hotel, Fractional Ownership Hotel, or uses of a similar
nature. Furthermore, the term “timeshare” will be used in the context of the more specific
product type. The current understanding of Limited Use Overnight Visitor
Accommodations raises significant issues with regard to their appropriateness within the
visitor serving district. However, if a definition is not included in the LUP, even the
marginal potential benefit to coastal zone visitors is not assured. The proposed LUP
amendment, by introducing “timeshares” as an allowable use within the Commercial Visitor
designation without describing what that use means, could result in uses approved as
“timeshare” that provides little or no benefit to the general public visitor. As proposed,
conversion of existing overnight accommodations could be allowed within the visitor
designation too. Thus, existing and future hotel/motel rooms available to the general
public are jeopardized under the current proposal. The proposed LUP amendment does
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not prioritize visitor serving uses, inconsistent with the requirements of Coastal Act Section
30222,

Moreover, Section 30213 of the Coastal Act requires that lower cost visitor facilities be
protected, encouraged, and, where feasible, provided. Limited Use Overnight Visitor
Accommodations in general cannot be considered lower cost. Generally, Limited Use
Overnight Visitor Accommodation facilities require that potential users purchase the right to
long term, recurring use. Generally, this requires significant initial investment, and often
periodic fees. Such monetary requirements are often beyond the means of a large
segment of the general population and certainly exclude that portion of the population that
is of the least means. Traditional hotels, motels and similar overnight accommodations, do
not require a long term financial commitment in exchange for use of a unit.

In addition, because the total amount of time purchased per year by members may be in
months or groups of months, rather than daily or even weekly, Limited Use Overnight
Visitor Accommodations use is generally considered quasi-residential. Without a definition
of what is meant by the term “timeshare”, these issues become even more problematic.
The LUP already includes a substantial amount of areas designated for private residential
development, and to a lesser extent, general commercial. The area within proximity to the
coast is limited, and within that limited area, only some areas are designated specifically
for Commercial Visitor. To allow what could potentially be quasi-residential use within the
limited areas designated specifically for visitor serving use does not recognize, reflect, or
implement the Coastal Act’s priority of visitor serving uses over residential uses.

Furthermore, throughout the coastal zone lower cost overnight accommodations are
becoming more and more scarce. The coastal zone area within the City of Huntington
Beach and adjacent Sunset Beach do provide lower cost overnight visitor
accommodations. Recreational vehicle camping is provided at both Huntington State
Beach, and at Bolsa Chica State Beach. In addition, the City beach parking lot allows
Recreational Vehicle camping during the non-summer months (the parking lots are used
for day use parking during the busy summer months).

There are also a fair number of relatively lower cost hotel/motel facilities in the general
vicinity. This is reflected in a study prepared by PKF Consulting at the request of one of
the underlying project’s proponents (see exhibit D). The study indicates that there are a
number in the general vicinity, but many of them, although within two to three miles of the
coastal zone, are not actually in the coastal zone. They may be close enough to serve
out-of-town beach-going visitors, but their continued availability is not something that can
be assured by the Coastal Commission, due to their location beyond its jurisdiction.

Moreover, the trend lately is to replace the lower end facilities with higher end facilities or
residential uses. Some examples of this are the conversion of the lower cost Marineland
facility (though not an overnight accommodation, a significant visitor draw), which is in the
process of being replaced with a high end destination resort. Even at the two sites that are
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the focus of this LCP amendment, the most recent use at each site was a lower cost motel.
At the Pacific City site, the most recent establishment was the Huntington Shores Motel
and a Grinder restaurant. These were demolished in 2000, though they had closed years
before. Less is known about the Waterfront site, but historic aerial photos show a motel
structure on the site as recently as 1987. See exhibit F for historic photos of each site.

Furthermore, a lower cost hostel in Huntington Beach was recently sold and is no longer
expected to provide lower cost overnight visitor accommodations (see exhibit E).
Regarding the loss of the hostel, the president of the Huntington Beach Conference and
Visitors Bureau is quoted in the Orange County register as saying “The sad news is that
our low-price accommodations are slowly disappearing. That just means that for
international groups with very modest means, it's becoming very difficult to stay in
Huntington Beach.” The hostel was located just three blocks inland of Pacific Coast
Highway, near the popular pier area. So, even within the City of Huntington Beach, which
has a relatively large number of overnight accommodations, the lower cost
accommodations are giving way to the higher cost accommodations.

The provision of overnight visitor accommodations serves a significant purpose as a
subset of visitor serving uses. Overnight visitor accommodations allow those who do not
live within a day’s drive of the coast an opportunity to enjoy coastal zone amenities when
they otherwise may not be able to. Access to coastal recreation facilities is enhanced
when there are overnight lodging facilities for all economic sectors. Those members of the
public that cannot get to the coast within a day’s journey, would need to travel to the coast,
and then would need a place to stay overnight so that, finally reaching the coast, they don’t
have to turn around and head back. This aspect of visitor serving use is necessary for any
income level, but it is especially useful to provide overnight accommodations in the lower
cost range, as is reflected in the requirements of Section 30213 of the Coastal Act.
However, as proposed, the LUP amendment does not recognize this important function of
visitor serving facilities.

If the former lower cost overnight accommodations are not to be replaced at the subject
sites, their loss must be mitigated. Coastal Act Section 30213 requires that lower cost
visitor facilities be protected, encouraged, and, where feasible, provided. In order to be
consistent with Section 30213 of the Coastal Act, a measure must be included in the LUP
assuring the protection of continued availability of lower cost overnight visitor
accommodations within the coastal zone. But no such measure is included in the LUP
amendment as proposed.

Furthermore, as the LUP amendment is proposed, it is possible that existing hotels,
motels, and other types of overnight visitor accommodations could be converted to Limited
Use Overnight Visitor Accommodations. Because, as proposed, the amendment simply
adds “timeshares” as an allowable use without defining what that means, the LUP would
provide no distinction between traditional overnight transient visitor accommodations, such
as traditional hotels and motels, and Limited Use Overnight Visitor Accommodations.
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There would be no prohibition on converting existing hotel/motel type establishments to
lesser priority, potentially quasi-residential Limited Use Overnight Visitor Accommodations.
A loss of overnight transient visitor accommodations in favor of Limited Use Overnight
Visitor Accommodations is not consistent with the priority Coastal Act Section 30222
places on visitor serving uses.

The proposal to add “timeshares” as an allowable use, especially without defining what a
“timeshare” is, limiting the allowance to new development, or establishing measures to
maximize the visitor serving function, does not protect and encourage lower cost visitor
serving uses. In addition, the proposal does not recognize the Coastal Act preference for
visitor serving uses over private residential and general commercial uses. The
Commission previously denied the City’s request to allow “timeshares” in the Commercial
Visitor district because the use, as currently proposed without a definition or restrictions
and throughout the Commercial Visitor District, cannot be found to be consistent with
Section 30213 of the Coastal Act, which requires that lower cost visitor serving uses be
protected, encouraged and where feasible, provided. In addition, the proposed
amendment cannot be found to be consistent with Section 30222 of the Coastal Act, which
places a higher priority on visitor serving uses than on private residential or general
commercial uses. Therefore, the Commission finds that the proposed development is
inconsistent with the Chapter 3 policies of the Coastal Act and therefore must be denied.

2. Approval of the LUP Amendment if Modified as Suggested

Since the City’s submittal of the LCP amendment, City staff has clarified that the intent of
the amendment is to allow two specific types of Limited Use Overnight Visitor
Accommodation uses only at two specific locations: the Pacific City site and the Waterfront
site (see exhibit B). It is the intent of the City to allow only a Fractional Ownership Hotel at
the Pacific City site, and only a Condominium-Hotel at the Waterfront site. Limiting the
Commercial Visitor sites where Limited Use Overnight Visitor Accommodations may occur
significantly reduces the level of adverse impacts on the provision of visitor serving uses
within the City’s coastal zone. Nevertheless, limiting the sites alone does not adequately
protect visitor serving uses and certainly does not protect such uses in the area where the
Limited Use Overnight Visitor Accommodations would be allowed. The specific type of
Limited Use Overnight Visitor Accommodations use to be allowed must be defined, and
expectations of how the Limited Use Overnight Visitor Accommodations will operate in a
way that increases its visitor serving function must be clearly described. Furthermore,
lower cost overnight visitor accommodations must be protected. As proposed, the LUP
amendment doesn’t address these issues.

However, if the amendment were modified to 1) add an appropriate “catch all” phrase (i.e.
Limited Use Overnight Visitor Accommodations) and define it; 2) include a specific
definition for the term “timeshare”; 3) identify and define the specific types of Limited Use
Overnight Visitor Accommodations desired by the City at each of the two specific sites
where they are desired; 4) limit the proposed sites to the proposed uses; 5) impose
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restrictions on each of the two types of Limited Use Overnight Visitor Accommodations that
would maximize their visitor serving function; 6) add an LUP policy to clarify that no
existing, traditional overnight transient visitor serving accommodations could be converted
to the Limited Use Overnight Visitor Accommodations; and 7) add an LUP policy that
protects lower cost visitor serving overnight accommodations, then, and only then, could
the LUP amendment be found consistent with Sections 30213 and 30222 of the Coastal
Act. In order to accomplish this, modifications are suggested to the proposed LUP
amendment.

Every community has a different set of circumstances with regard to existing hotel
inventory, the range and types of facilities available, their proximity to the coast, and the
availability of other lands suitable for future hotel uses. In addition, future projects may
vary as to type of overnight accommodation proposed with regard to the mix of traditional
hotel rooms within an overall project. Although the proposed amendment would allow
overnight accommodations that will not make all units available to the general public visitor
100% of the time, the Commission has considered the range of existing inventory within
the City. In this case, the Commission is making an allowance for limited use overnight
accommodations in two specific visitor serving districts because of the inventory of existing
overnight accommodations in the City, their range across the spectrum from lower to
higher cost facilities, and the potential for new traditional hotels in the future in the Palm
Goldenwest Specific Plan area (which is expected to remain in oil production for the
foreseeable future — approximately 15 to 20 years). In addition, the allowance for limited
use overnight accommodations that would be created by the proposed amendment, as
modified, would only apply in the context of larger projects that also provide new traditional
overnight accommodations, thereby increasing the pool of traditional hotel rooms available
to the general public within the City, and make provisions for lower cost overnight
accommodations.

The proposed amendment is a project driven amendment. The project proponents have
indicated that financing for traditional hotels is not economically feasible®. Limited Use
Overnight Visitor Accommodations are proposed as a means of financing a hotel-type
facility. The project proponents have indicated that their goal in proposing Limited Use
Overnight Visitor Accommodations is to acquire financial backing for the initial expense of
constructing the hotel, which they assert could not otherwise be built. This assertion is the
basis for the City’'s amendment request. The future Limited Use Overnight Visitor
Accommodations envisioned for these sites would either 1) provide a certain number of
individual units within the hotel that could be purchased separately by an individual owner
(Condominium Hotel); or 2) offer to individual entities for purchase the right to the use of a
unit for a certain annual time segment to individual entities (Fractional Ownership Hotel).

The certified LUP includes “timeshares” as an allowable use in the Commercial General
and Mixed Use designations. The term is also proposed to be added as a use within the

! The Commission takes no position with regard to economic feasibility.
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Commercial Visitor land use designation. The term “timeshares” appears to be used by
the City as a “catch-all” phrase that could include a variety of ownership types. However,
the term “timeshare” can have a more specific meaning that defines a particular type of
divided interest product. Thus, a specific definition of the term “timeshare”, as well as a
distinct “catch-all” phrase is necessary in the Land Use Plan. A modification is suggested
to define “timeshare” more along the lines by which it is defined in the Vacation Ownership
and Time-Share Act of 2004 (Bus. & Prof. Code Section 11212(z)). In addition, a
modification is suggested to add a catch-all phrase and its definition. The catch-all phrase
should be sufficiently broad to encompass the two types of limited use hotels desired by
the City, as well as being able to encompass the definition of “timeshare” suggested
above. The catch-all phrase in the suggested modification is “Limited Use Overnight
Visitor Accommodations.” The suggested catch-all phrase is an umbrella term intended to
encompass the suggested modification definitions for “Timeshare”, “Fractional Ownership
Hotel”, and “Condominium-Hotel”.

Although two specific types of Limited Use Overnight Visitor Accommodations are the
City’s goal in proposing this amendment, the only term used in the amendment is
“timeshare.” The currently certified LUP does not include a definition of “timeshare”. This
creates very broad possibilities for what could potentially be allowed within the Commercial
Visitor district by the amendment as proposed. “Timeshare” is a use already allowed by
the LUP within the Commercial General and in the Mixed Use designations (which allow
for a variety of higher and lower priority uses). Again, however, the term is not defined.
Thus, it is appropriate to provide a definition of “timeshare” in the LUP, as described
above. A modification is suggested to modify the proposed amendment by adding
following definition of timeshare:

Any arrangement, plan, or similar program, other than an exchange program,
whereby a purchaser receives ownership rights in or the right to use
accommodations for a period of time less than a full year during any given year, on
a recurring basis for more than one year, but not necessarily for consecutive years.

The LUP already includes a Glossary at the end of the document. The Glossary, a list of
definitions, represents a good place to add a new definition in the LUP.

In order to limit the types of uses that can be approved in the two locations at issue to the
specific types of development the City anticipates and desires to be able to approve, terms
must be adopted to refer to those types of development, and specific definitions for each of
those two terms must also be included within the LUP. In order to maximize the visitor
serving function of the Limited Use Overnight Visitor Accommodations, and to avoid this
amendment being used for unintended purposes, the definition must be specific enough to
control the type of Limited Use Overnight Visitor Accommodations that can ultimately be
allowed at the site. To this end, the types of individual ownership available in each hotel
must be described. The type of Limited Use Overnight Visitor Accommodations put forth
as appropriate by the City and by the project proponent of the Pacific City site is a



LCP Amendment 2-06 (“Timeshares”)
City of Huntington Beach
Revised Findings
Page 16

Fractional Ownership Hotel. It is the intent of the project proponent in this case to sell
financial interests in that hotel that would allow the purchaser to have an exclusive right to
use an individual unit for a certain quantity of days on a periodic, recurring basis. A
modification is suggested to add the following definition to the Glossary in the LUP:

Fractional Ownership Hotel — Facility providing overnight visitor accommodations
where at least some of the guestrooms (units) within the facility are owned
separately by multiple owners on a fractional time basis. A fractional time basis
means that an owner receives exclusive right to use of the individual unit for a
certain quantity of days per year and each unit available for fractional ownership will
have multiple owners.

The type of limited ownership hotel put forth as appropriate by the City and the project
proponent of the Waterfront site is a Condominium-Hotel. It is the intent of the project
proponent in this case to sell financial interests in that hotel in the form of separate
condominium ownership interests. In this case the individual owners would own interior
airspace of specific units.

A modification is thus suggested to add the following definition to the Glossary in the LUP:

Condominium-Hotel - Facility providing overnight visitor accommodations where
ownership of at least some of the individual guestrooms (units) within the larger
building or complex is in the form of separate condominium ownership interests, as
defined in California Civil Code section 1351(f). The primary function of the
condominium-hotel is to provide overnight transient visitor accommodations within
every unit that is available to the general public on a daily basis year-round, while
providing both general public availability and limited owner occupancy of those units
that are in the form of separate condominium ownership interests.

In order to maximize the visitor serving use within these Limited Use Overnight Visitor
Accommodations, as required by Section 30222 of the Coastal Act, limits and restrictions
must be imposed on the number of units per hotel project for which limited use ownership
rights may be created and sold, and on use of the units by separate owners, as well as on
how the overall hotels are operated.

For the Fractional Ownership Hotel an appropriate limit on the number of units within the
overall hotel facility that may be sold in this limited ownership method is a maximum of
10% of the total number of units. In this case the project proponent anticipates a 165 room
hotel, of which 14 would be sold as fractional interest units. This figure represents slightly
less than 10% of the total hotel units. Assuring that 90% of the total hotel units will be
available to the general public as traditional use hotel rooms tends toward maximization of
the visitor serving function of the Fractional Ownership Hotel consistent with still allowing
the project proponent to obtain the type of funding they have indicated is necessary to
establish a hotel at the site. It should be noted, however, that the allowance for 10% of the
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units to be fractional interest units and the requirement that 90% of the units be traditional
hotel rooms reflects the project proponents anticipated plan. While that ratio, in this case,
is adequate to protect the visitor serving function of the anticipated future hotel at the site,
a different restriction ratio may be appropriate for other sites with different circumstances.

In addition, to maximize the number of potential owners, the length of time any particular
owner may use a fractional ownership unit must be limited. In this case, a maximum of 90
days per calendar year, with a maximum of 29 consecutive days of use during any 60 day
period would allow a minimum of four owner entities per unit, and thus a minimum of 56
owners for all fractional ownership units. Thus, even though the fractional ownership
structure reduces the pool of potential users of these 14 units when compared to the
general population having access to the other units on a daily basis, there will still be at
least 56 different users of the fractional ownership units. That figure is in addition to the
availability of the 151 traditional hotel rooms that would become available to the general
public on a daily basis year-round.

For the Condominium- Hotel 100% of the units may be |nd|V|duaIIv sold. &H—&BBFGBH&T:G

the—gene#akpub#c—evewday—ef—the—ye&@—m—addmen However to maX|m|ze the number
of potential public users of those units seld-as-cendeminiums, the length of time an owner

may use a condominium-hotel unit must be limited. In this case, a maximum of 90 days
per calendar year, with a maximum of 29 consecutive days of use during any 60 day
period would result in each such condominium unit being available on a transient,
overnight basis to the general public at least 275 days per year. Limited owner occupancy
maximizes the visitor serving function of this Limited Use Overnight Visitor
Accommodation.

The Commission finds that in this case #5% , with the use restrictions that maximize
public use of the units, 100% of the total number of Condominium-Hotel units may be
separately owned. However, it should be noted that this percentage takes into
consideration the number of existing, traditional, transient overnight accommodations
(including an existing inventory of lower cost overnight accommodations) in the area.
Within the project vicinity there are a significant number of traditional overnight
accommodations available to the general public (see exhibit D). With the required in-lieu
fee, the project would also contribute toward the provision of additional lower-cost
overnight accommodations. Were it not for the presence of a significant number of these
existing traditional, transient, overnight visitor accommodations in Huntington Beach and
the provision of additional lower cost overnight accommodations through the in-lieu fee,
the Commission may have required a higher some percentage of the total number of units
within the Condominium-Hotel to be traditional, transient, overnight visitor
accommodations available to the general public on a daily basis or even disallowed the
use within visitor serving districts.
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The Commission also recognizes that the Condominium-Hotel contemplated at the
Waterfront site is part of a three phase master plan that has already contributed
significantly to the supply of traditional overnight accommodations in the City. Two
traditional, transient overnight hotels, a Hilton and Hyatt, already exist at the
Waterfront site that provide a total of 807 rooms. With this LCP amendment, up to
210 Condominium-Hotel rooms would augment those 807 rooms. When considered
as an overall master planned site, only 20% of the 1,017 rooms will be limited use
rooms.

In_addition, the higher percentage of units that may be sold in separate Condominium-
Hotel ownership (compared to the Fractional Ownership Hotel) is acceptable because,
every day of occupancy within each fractional unit within the Fractional Ownership Hotels
can be sold (i.e. cumulatively, the owners have the ability to occupy those units 100% of
the time/365 days per year to the complete exclusion of the general public), whereas each
owner of a unit in the Condominium-Hotel will be able to occupy his/her unit a total of only
90 days per calendar year. Thus, each separately owned condominium-hotel unit will be
available to the public in the transient, overnight room pool 275 days per year. Although
the Fractional Ownership Hotel's separately owned units will have a bigger pool of owners
able to access use of the units, the Condominium-Hotel's separately owned units will be
available to the general public the majority of the year, whereas the Fractional Ownership
Hotel’'s separately owned units never will be.

Suggested modifications are included which require that privately owned units not
occupied by the owner(s) (or their guests) must be made available for overnight rental by
the general public in the same manner as the traditional hotel room units. This achieves
two ends: 1) it increases the facility’s visitor serving function by increasing the number of
transient overnight accommodations units available to the general public, and 2) it
promotes the likelihood that the overall facility will be perceived as a facility available to the
general public. This encourages the visitor serving function of the facilities, consistent with
the requirement of Section 30222 of the Coastal Act.

It is important that all units in the hotel, both fractional ownership/condominium-hotel units
as well as traditional units, be operated by a single hotel operator (of their respective
facilities). This includes booking of reservations, check-in, maintenance, cleaning
services, and similar responsibilities of hotel management. This requirement is important
as a means of assuring the hotel does not convert to a limited ownership-only hotel and to
maximize its visitor serving function. Because the traditional hotel rooms are not limited
only to those who have purchased ownership interests, they are available to a much larger
segment of the population. Thus, it is important that the number of traditional guestrooms
not decrease, because the greater the number of traditional guestrooms, the greater the
visitor serving function of the hotel. Therefore a modification is suggested to add specific
language to the amendment which requires that the Limited Use Overnight Visitor
Accommodations be limited as to the number of units that may be sold in separate
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ownership (applies to Fractional Ownership Hotel), that owner use of the separate
ownership units be limited, and that the entire hotel be operated by a single hotel operation
performing traditional hotel functions.

These restrictions and requirements must be implemented as part of the Fractional
Ownership and Condominium-Hotel operations. Consequently, a specific entity
responsible for implementing the restrictions and requirements must be identified. An
appropriate entity would be one that has access and control over the entire facility. The
facility’s owner/operator is in the position to implement the necessary restrictions and
requirements. Therefore, the suggested modifications reference the hotel owner/operator
as the entity responsible for implementing the restrictions and requirements. Furthermore,
a definition for the term “hotel owner/operator” is included as a suggested modification.
This is necessary to identify specifically who the responsible entity is for implementing the
restrictions and requirements. Furthermore, although it may be likely that the hotel would
be owned and operated by the same entity, it is not certain. Therefore, measures must be
in place should the hotel be owned and operated by two separate entities. It must be clear
that, in such a situation, both the owner and the operator are responsible, and indeed
liable, for carrying out the requirements and restrictions imposed upon each facility. This is
reflected in the suggested modifications.

Other suggested modifications require that the hotel owner/operator own the on-site hotel
facilities and the land, or a leasehold if the land is owned by the City as is the case at the
Waterfront site. In addition, as described above, the suggested modifications require that
only a certain percentage of each-faciity’s the Fractional Ownership Hotel’s total
number of units may be separately owned. These modifications are necessary to assure
that there is a substantial commitment from and incentive for the owner/operator to
maintain a public hotel environment and ambiance, and a disincentive with regard to
converting or catering to the separate owners primarily or exclusively.

As proposed, the amendment would allow “timeshares” throughout the Visitor Commercial
designation. As such, a conversion of an existing hotel- or motel-type use from traditional,
transient overnight accommodations to a “timeshare” use could be allowed. As described
previously, allowing timeshares, undefined and unrestricted, throughout the Commercial
Visitor designation does not maximize visitor serving uses. Even with the proposed
definition and the minimal restrictions that the City proposes to apply through LUP Policy
C3.2.4, the proliferation of timeshares in place of existing facilities providing traditional
overnight accommodations would have a severe negative impact on the visitor serving
function of these facilities. Therefore, a modification is suggested that would prohibit the
conversion of any existing overnight accommodations, such as hotels and motels, to any
form of Limited Use Overnight Visitor Accommodations. Furthermore, a modification is
suggested that would limit the locations where the Limited Use Overnight Visitor
Accommodation uses would be allowed. The suggested modification would limit Limited
Use Overnight Visitor Accommodation use to only those two specific sites within the City’s
coastal zone that are intended by the City for such use: Pacific City and Waterfront.
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Section 30213 requires that lower cost visitor and recreational facilities be protected. The
subject of this LCP amendment is overnight accommodations within the Commercial
Visitor district. Thus, the specific type of visitor facility to be protected under this
amendment is lower cost overnight visitor accommodations. The proposed amendment is
a project driven amendment. The projects driving the amendment are expected to be
higher cost limited use overnight visitor accommodations. In other words, even with the
imposition of the use restrictions discussed herein, to ensure public availability of most of
the rooms in the new facilities, that public availability will still be at a high cost. It may not
be feasible to provide lower cost overnight visitor accommodations on site in conjunction
with those future projects. Nevertheless, the loss of the opportunity to provide lower cost
accommodations must be mitigated. This is particularly true because both sites previously
supported lower cost overnight visitor accommodations.

Many moderately priced hotel and motel accommodations tend to be older structures that
are becoming less and less economically viable. As more recycling occurs, the stock of
lower cost overnight accommodations tends to be reduced, since it is generally not
economically feasible to replace these structures with accommodations that will maintain
the same low rates. In general, the Commission sees far more proposals for higher cost
accommodations than for low cost ones. In an effort to stem this tide, and to protect lower
cost visitor facilities as is required by Coastal Act Section 30213, the Commission has
imposed in-lieu mitigation fees when development proposes only higher cost
accommodations. By doing so, a method is provided to assure that some degree of lower
cost overnight accommodations will continue to be provided in the coastal zone, as is
required by Section 30213 of the Coastal Act.

In past actions, the Commission has imposed an in-lieu mitigation fee to be used to
provide new lower cost overnight visitor accommodations. Recent examples in the South
Coast District include 5-99-169 (Maguire Partners), 5-05-385 (Seal Beach Six) and A-5-
RPV-02-234 (Destination Development). Older examples include P-79-5539/5-82-291
(AVCO) and 5-89-240 (Michael Construction).

While the type of Limited Use Overnight Visitor Accommodation use anticipated pursuant
to this amendment will be visitor serving, it is not expected to be lower cost. The provision
of only higher cost accommodations would preclude provision of lower cost facilities,
which, unless mitigated, would be inconsistent with Section 30213 of the Coastal Act.
Unless provisions requiring mitigation of higher cost accommodations when they are
considered for development, there is no assurance that lower cost overnight visitor
accommodations will remain available along the coast. The intent of Section 30213 is to
ensure a balanced mix of visitor and recreational facilities within the coastal zone, so as to
provide recreational opportunities to all economic sections of the public. In order to
protect, encourage and, where feasible, provide lower cost overnight visitor
accommodations, a modification is suggested that would require payment of an in lieu fee
to support continued availability of lower cost overnight visitor accommodations in the
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general project vicinity.

Therefore, for the reasons outlined above, the Commission finds that only if modified as
suggested, can the proposed LUP amendment be found to be consistent with Section
30213 of the Coastal Act, which requires that lower cost visitor facilities be protected, and
with Section 30222 of the Coastal Act, which establishes a priority of visitor uses over
private residential and general commercial uses.

D. Implementation Plan Amendment: Consistency with Certified Land Use Plan
1. Denial of the Implementation Plan Amendment as Submitted
a) Incorporation of Findings for Denial of the LUP Amendment as

Submitted and Approval If Modified

The findings for denial of the Land Use Plan amendment as submitted and approval if
modified are hereby incorporated by reference as though fully set out herein.

b) Visitor Serving Uses

The certified Land Use Plan includes the following goals, objectives and policies:
Policy C 1.1.3

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.

GoalC 3

Provide a variety of recreational and visitor commercial serving uses for a range of
cost and market preferences.

Policy C 3.1.3

Upland areas necessary to support coastal recreational uses shall be reserved for
such uses, where feasible.

Objective C 3.2

Ensure that new development and uses provide a variety of recreational facilities for
a range of income groups, including low cost facilities and activities.
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Policy C 3.2.1

Encourage, where feasible, facilities, programs and services that increase and
enhance public recreational opportunities in the Coastal Zone.

Policy C 3.2.3

Encourage the provision of a variety of visitor-serving commercial establishments
within the Coastal Zone, including, but not limited to, shops, restaurants, hotels, and
motels, and day spas.

New LUP Policies added as Suggested Modifications to the proposed Land Use Plan
amendment:

Any hotels for which a certificate of occupancy has been issued at the effective date
of adoption of this Section shall not be permitted to be converted to a Limited Use
Overnight Visitor Accommodation.

Within Commercial Visitor Districts (CV) Limited Use Overnight Visitor
Accommodations shall be prohibited except for a Fractional Ownership Hotel in
Subarea 4C (Pacific City) and a Condominium-Hotel in Subarea 4D (Waterfront)
which shall be subject to the specific restrictions on quantity, management, and use
of such facilities listed below.

[see Appendix A for specific restrictions]

Lower cost visitor and recreational facilities shall be protected, encouraged, and,
where feasible, provided. On oceanfront, waterfront or nearshore areas or lands
designated for visitor uses and recreational facilities, if new development is
approved that is not “lower cost,” an assessment of the availability of lower cost
visitor uses shall be completed at the time of discretionary review and an in-lieu fee
in an amount necessary to off-set the lack of the preferred lower cost facilities in or
near Huntington Beach shall be imposed.

Pursuant to Section 13542(c) of Title 14 of the California Code of Regulations, the
standard of review for this IP amendment is the LUP as amended and modified herein.
The City’s LUP as certified and modified, includes the same priority for visitor serving uses
as the Coastal Act. The importance of the provision of lower cost visitor facilities is
recognized in the City’s certified LUP in the policy that requires that visitor serving facilities
be available for a range of income groups, including lower cost facilities. The benefits of
prioritizing the provision of visitor serving uses, and more specifically lower cost visitor
serving uses, are described above in the findings for the Land Use Plan amendment.

The visitor serving policies of the LUP also require that access to coastal recreational
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facilities be enhanced. For people who do not live near the coast, access to coastal
recreational facilities often requires that overnight accommodations be available.

As modified herein, the LUP includes policies that prevent conversion of traditional
hotel/motel type units to Limited Use Overnight Visitor Accommodations. And, as
modified, the LUP specifically limits Limited Use Overnight Visitor Accommodations in the
Commercial Visitor District to two specific sites and types of Limited Use Overnight Visitor
Accommodations (District 7 (Pacific City) — Fractional Ownership Hotel and District 9
(Waterfront) — Condominium Hotel). Finally, the LUP as modified requires an in-lieu
mitigation fee with development of higher cost limited use overnight visitor
accommodations.

The IP amendment does propose the following definition for timeshare (proposed to be
added to the definition section of the Downtown Specific Plan (DSP) portion of the IP):

Timeshares: Any master planned development wherein a purchaser receives the
right in perpetuity, for life, or for a term of years, to the recurrent, exclusive use or
occupancy of a lot, parcel, unit, room(s), or segment of real property, annually or on
some other seasonal or periodic basis, for a period of time that has been or will be
allotted from the use or occupancy periods into which the project has been divided
and shall include, but not be limited to timeshare estate, interval ownership,
vacation license, vacation lease, club membership, timeshare use,
condominium/hotel, or uses of a similar nature.

The proposed definition is very broad, and includes a number of different types of
fractional ownership products. It appears that the City intended to use the term
“timeshare” as a catch-all phrase. However, the term “timeshare” can also have a specific
meaning that defines a particular type of divided interest product. The LUP contains? the
catch all phrase “Limited Use Overnight Visitor Accommodations,” which is specifically
defined in the LUP. In addition, the LUP definition “timeshares” is consistently with the
statutory definition in the Vacation Ownership and Time-Share Act of 2004 (Bus. & Prof.
Code Section 11212(z)). For clarity and internal LCP consistency, these same definitions
must also be included in the IP. However, as proposed they are not included in the IP.
Therefore, the proposed definition of “timeshare” is inconsistent with and inadequate to
carry out the LUP.

The LUP allows only one specific type of Limited Use Overnight Visitor Accommodation at
each of the two subject sites: Fractional Ownership hotel in District 7 and Condominium-
Hotel in District 9. As proposed, the IP amendment would not restrict the type of Limited
Use Overnight Accommodations at each of the sites to the specific types of Limited Use

% Unless otherwise indicated, further references to the LUP, even if in the present tense, as here, are to the
LUP as it will exist if amended by the City’s proposal, as that proposal is modified by the Commission’s
suggested modifications.
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Overnight Accommodations allowed under the LUP. Therefore, the proposed amendment
is inconsistent with and inadequate to carry out the LUP.

The IP amendment also proposes to add timeshares to the list of uses which are allowable
subject to approval of a conditional use permit within District 7 and District 9. The
amendment further proposes that the following restrictions apply to timeshares proposed in
both districts (at Sections 4.9.12 and 4.11.13):

Timeshares. May be permitted as part of a master planned development and shall
be conditioned as follows:

a) At least twenty-five percent of the units be permanently reserved for
transient overnight accommodations during the peak summer season
(beginning the day before Memorial Day weekend and ending the day
after Labor Day).

b) The timeshare facility shall operate as a hotel including requirements for a
centralized reservations system, check-in services, advertising, security,
and daily housecleaning.

c) A description specifying how the twenty-five percent reserved transient
overnight requirement of Section 4.9.12(a) [4.11.13(a)] will be satisfied
within the master planned development must be submitted at time of
application.

However, “timeshares” are not consistent with the specific Limited Use Overnight Visitor
Accommodation allowed at each of the subject sites pursuant to the LUP policy cited
above. Furthermore, the LUP contains specific restrictions and requirements for each of
the Limited Use Overnight Visitor Accommodations that are allowed within the subject
sites. The proposed restrictions are not adequate to implement the requirements and
restrictions identified in the LUP. Therefore, the proposed amendment is inadequate to
carry out the LUP.

The DSP is proposed to be amended by adding “timeshares” to the list of allowable uses
within District 7 and District 9. However, the LUP policy cited specifically only allows a
Fractional Ownership Hotel and a Condominium-Hotel within the subject Districts
(respectively) and thus “timeshares” are prohibited at the two subject sites.

Furthermore, no definitions for the two specific types of Limited Use Overnight Visitor
Accommodations that are allowed by the LUP at each site are proposed. The LUP
includes definitions for these terms.

Moreover, the certified Land Use Plan requires that visitor facilities be available to a range
of income groups, including low cost facilities. And also requires that lower cost visitor and
recreational facilities shall be protected, encouraged, and, where feasible, provided.
Furthermore the LUP requires in lieu mitigation fees be required with development of
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higher cost overnight accommodations. None of these requirements are carried out in the
proposed IP amendment.

Furthermore, the LUP prohibits the conversion of existing and approved hotels, motels,
and other types of overnight visitor accommodations to Limited Use Overnight Visitor
Accommodations. That prohibition is not reflected in the IP amendment as proposed.

As proposed, the IP amendment would allow “timeshares” within the DSP District 7 and
District 9. This is inconsistent with the LUP policy that specifies that only a Fractional
Ownership Hotel may be allowed within District 7 and that only a Condominium-Hotel may
be allowed within District 9. Moreover, the LUP contains specific restrictions and
requirements that must be implemented with development of the Limited Use Overnight
Visitor Accommodation allowed at each of those uses. The restrictions proposed in the IP
amendment are not adequate to carry out the restrictions and requirements identified in
the LUP. Finally, the LUP includes definitions for types of uses allowed and/or prohibited
by the LUP and discussed in the IP amendment. However, the proposed IP amendment
does not include definitions for these terms. Therefore, the Commission finds that the
proposed IP amendment does not conform with and is inadequate to carry out the policies
of the certified Land Use Plan and therefore must be denied.

2. Approval of the Implementation Plan if Modified as Suggested

However, if the amendment were modified to include: 1) definitions for the terms
Timeshare, Limited Use Overnight Visitor Accommodations, Fractional Ownership Hotel
and Condominium-Hotel that are consistent with the definitions in the LUP; 2) restrictions
and requirements imposed on each of the two types of Limited Use Overnight Visitor
Accommodations such that they adequately carry out the restrictions and requirements of
the LUP; 3) addition of a prohibition on conversion of existing or approved, traditional
overnight transient visitor serving accommodations to Limited Use Overnight Visitor
Accommodations; 4) measures to protect lower cost visitor serving overnight
accommodations including in lieu mitigation fees; then the proposed IP amendment could
be found to conform with and be adequate to carry out the policies of the certified Land
Use Plan. In addition, if the IP amendment were modified to make conforming changes to
Chapter 211 (Commercial Visitor) such that it will be internally consistent with the changes
of this IP amendment, then the IP amendment could be found to conform with and be
adequate to carry out the policies of the Land Use Plan.

A modification is suggested to replace the City’s definition of “timeshare” proposed to be
added to the DSP, with the definition as it appears in the LUP. In addition, there is an
existing definition of timeshare in the IP Chapter 204 Definitions that is inconsistent with
the LUP definition. The “timeshare” definition in Chapter 204 must be replaced with the
LUP definition. This is necessary in order to make the proposed IP amendment conform
with the certified LUP, and also for clarity and internal consistency within the IP.
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The LUP specifically addresses sites within District 7 and District 9. The LUP limits the
type of Limited Use Overnight Visitor Accommodations that may be permitted at these
sites. Consequently it is important that the IP contains the same limitations for these
specific sites. Therefore, the LUP definitions for Fractional Ownership Hotel,
Condominium-Hotel and Limited Use Overnight Accommodations must be included in the
DSP definitions section.

Furthermore, the LUP imposes requirements and restrictions on each of the Limited Use
Overnight Visitor Accommodations allowed at each of the subject sites. The restrictions
proposed in the IP amendment are not adequate to carry out the requirements and
restrictions of the LUP specific to the subject sites. Therefore, modifications are suggested
to include and implement the requirements and restrictions contained in the LUP. The
requirements and restrictions of the LUP include limits on the total number of units that
may be separately owned (for Fractional Ownership Hotels), and limits on the length of
time an owner may occupy his/her unit, as well as, on how the overall hotels are operated.
Moreover, the method of implementing the requirements and restrictions must be provided
in the IP. As proposed, the amendment does not provide a method to implement the
restrictions and requirements of the LUP. Thus, a modification is suggested that provides
the methods to implement the requirements and restrictions contained in the LUP.

Specific measures describing how these restrictions are to be implemented must also be
included in the IP. These measures must outline specifically what mechanisms must be in
place to assure, for example, that each owner of a separate interest in one of the hotels is
aware at the time of purchase that there are restrictions and limitations on the owners’ use
of each unit. Also, for example, it is important that in approving a Limited Use Overnight
Visitor Accommodation, the restrictions are imposed as necessary to maximize the visitor
serving function of the hotels. Mechanisms to achieve this must be in place to assure that
any future hotel owner/operator is aware of the restrictions and that the restrictions can be
legally enforced. Therefore a modification is suggested that establishes how these
restrictions will be imposed.

It is important that implementation of the restrictions and requirements are verifiable. The
restrictions and requirements imposed on the Limited Use Overnight Visitor
Accommodations are necessary to assure that their visitor serving function is maximized.
If they do not provide a visitor serving function, the Limited Use Overnight Visitor
Accommodations would not conform with the specific LUP policy that requires them, nor
with the general visitor serving policies of the LUP. Consequently specific measures to
verify compliance must be outlined. Thus a modification is suggested that requires that the
hotel owner/operator make records available to an independent auditor, on a yearly basis,
such that the auditor can prepare a report outlining the level of compliance. The auditor’s
report is required to be submitted, for review and approval, to the City’s Director of
Planning, as well as to the Executive Director of the Coastal Commission be-available
to-the-generalpublic. Compliance with the restrictions and requirements is the
responsibility, jointly and severally, of the hotel owner/operator (or the hotel owner and the
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hotel operator if the owner is a separate entity from the operator) as well as the separate
unit owners. A modification is suggested that specifies what the requirements are and how
they are to be accomplished. These suggested modifications are necessary in order to
find that the IP amendment conforms with and is adequate to carry out the requirements of
the LUP policies regarding the subject sites specifically and the visitor serving policies in
general.

As proposed, conversion of existing or approved hotel- or motel-type facilities from
traditional, transient overnight accommodations to Limited Use Overnight Visitor
Accommodations could occur. Such a conversion would not conform with the LUP policy
which specifically prohibits such conversions. Therefore, a modification is suggested that
would prohibit the conversion of any existing or approved overnight accommodations,
such as hotels and motels, to Limited Use Overnight Visitor Accommodations. Further, a
suggested modification is included that requires that, prior to issuance of a coastal
development permit for a Limited Use Overnight Visitor Accommodation within
Districts 7 and 9, the landowner(s) of the property(ies) within Districts 7 and 9 upon
which the traditional/transient units/rooms are already approved or developed, shall
record a deed restriction(s) acknowledging the conversion prohibition.

The certified LUP requires that visitor serving facilities be protected, encouraged, and,
where feasible, provided. The LUP further requires that new development that is not lower
cost pay an in lieu mitigation fee in an amount necessary to off-set the lack of lower cost
facilities. There is no IP provision proposed that implements this requirement.

While the type of Limited Use Overnight Visitor Accommodations anticipated pursuant to
this amendment as modified will be visitor serving, they are not expected to be lower cost.
The provision of only higher cost accommodations would preclude provision of lower cost
facilities, which unless mitigated, would be inconsistent with the requirements the LUP.
Unless there are provisions requiring mitigation of the higher cost accommodations, there
is no assurance that lower cost overnight visitor accommodations will remain available
along the coast. The intent of the LUP policies is to ensure a balanced mix of visitor and
recreational facilities within the coastal zone, so as to provide recreational opportunities to
all economic sectors of the public.

Thus, a modification is suggested which requires that new development of limited use
overnight visitor accommodations that are not “lower cost” pay an in lieu mitigation fee to
assist in the creation of a substantial contribution to new lower cost overnight visitor
accommodations. The modification further requires that the fee be transferred to the
designated entity prior to issuance of the coastal development permit. The modification
identifies that the recipient of the in lieu mitigation fee be a public agency and/or non-profit
provider of lower cost overnight visitor accommodations such as, the California State
Department of Parks and Recreation, Hostellng Internatlonal USA or the Clty of
Huntington Beach. A
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Application No. 5-99-169 (Maguire) involved the demolition of an 81-unit motel and
construction of an office building. The applicant was required to provide evidence that a
mitigation fee of $648,000 {$8,;000-perroom-ost) had been provided to the City of Santa
Monica for the removal of low cost overnlght visitor accommodatlons AdiustedHorthe

A-5-RPV-02-324 (Destination Development) involved the development of a site that was
previously a low-cost recreational facility (Marineland) with a new high-cost resort hotel.
Previously, in mitigating the abandonment of Marineland, a mass-market park, the
Commission had required that the applicant provide an in-lieu fee for the acquisition of
land and/or construction of a low-cost visitor serving hostel facility (A-5-RPV-91-46). The
subsequent permit (A-5-RPV-02-324) carried that requirement forward, requiring the
applicant to remit a fee of $540,000 to American Youth Hostel (AYH) facilities or another
agency that could prowde low-cost overnlght accommodatlons Ad]tusteel—fer—GFthat

P-79-5539 and 5-82-291 (AVCO) involved the construction of a new 397-room high-end
resort in Laguna Niguel, Orange County. The AVCO permit required that 1 out of every 3
new overnight units be low cost (132 of 397). The applicant was required to “construct and
operate (or cause to be operated) 132 units of lower cost visitor accommodations
consisting of at a minimum a 66-bed youth hostel built to the standards of the American
Youth Hostel Association, the balance in moderate priced motel units.”

In 5-89-240 (Michael Construction Enterprises), the Commission approved the demolition
of a low-cost 30-room motel and construction of a 62-room hotel. The applicant was

required to pay $255,450 {$8;515pertow-costroom-ost) to the City of Santa Monica to
mitigate the loss of the low cost visitor serving accommodations. Adjusted-for-CPl-that

An in-lieu fee requirement was also imposed by the City of Santa Barbara for conversion of
lower cost overnight accommodations to condominiums (A-4-SBC-01-167). In that case,
the City of Santa Barbara, as a condition of approval of CDP 2001-00008(A), required the
applicant to provide to the City Redevelopment Agency a mitigation fee in the amount of
$982,000 for loss of 96 hotel rooms. The figure was based on a study that concluded that
an amount of $982,000 would be the amount of subsidy required to make development of
a 96-room economy tranS|ent Iodglng facility in Santa Barbara economlcally fea5|ble Fhe

Other hotel projects in the South Coast District area which were required to pay in lieu
mitigation fees as a substitute for low-cost overnight accommodations include: 5-82-542
A3 (Westport Playa Sol Ltd.), 5-87-675 (Ritz Carlton Hotel Co.), A-207-79 (Marina Plaza),
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A-49-79 (Interstate Marina). Both the Marina Plaza and Interstate Marina hotels are in
Marina del Rey. The Marina Plaza (300 rooms) was assessed $365,000%. The Interstate
Marina (300 rooms) was assessed $365,000%. The Ritz Carlton in Marina del Rey (308
rooms) was assessed $370,000°. It should be noted that Marina del Rey has a policy in
the certified Land Use Plan calling for protection and development of low cost visitor-
serving facilities.

In approving similar luxury hotel projects in the past the Commission recognized the
necessity of achieving a balance between lower and higher cost facilities, but has also
acknowledged that it is not necessarily appropriate to require hotel developers to include
lower cost facilities on site. In each of these cases the Commission required provision of
lower cost visitor accommodations in conjunction with the hotel development, but permitted
the developer to provide such units off site and/or contribute in lieu fees to be used for
creation of the lower cost facilities. In lieu fees in the past have resulted in construction of
campgrounds, hostels, and have contributed to the recently opened first phase of Crystal
Cove Historic District Cottages operated by the California Department of Parks and
Recreation in the Newport Coast area of Orange County. However, use of the in lieu
mitigation fee to redress deferred maintenance of existing facilities is not an appropriate
use of the fee. Such a use does not increase the existing pool of lower cost overnight
accommodations. The fee must be applied toward increasing the total amount of lower
cost overnight accommodations available.

In-lieu fees can be utilized to provide replacement overnight accommodations in various
forms throughout the State, including hostels, motels, and campsites. There is an ongoing
demand for overnight accommodations of all types within the coastal zone. As the
population in Southern California grows (especially in the inland areas), there will be an
increased demand for a variety of visitor-serving commercial uses, but especially for lower
cost overnight accommodations, in coastal areas. An adequate supply of such facilities
will be required to support the larger number of people visiting the coastal zone. While the
subject site may not presently be targeted for re-development with a lower cost overnight
accommodation facility, other locations within the surrounding area may be suitable for this
purpose. Funding directed to the second phase of the Crystal Cove Historic District
Cottages would likely be appropriate.

The Commission's past practice with regard to calculation of in-lieu fees for loss of
overnight accommodations has varied given project specific circumstances. In some
instances, the fee has been calculated based upon the quantity of overnight units lost (e.g.
A-4-SBC-01-167, 5-99-169). In other instances, the calculation was based upon some
percentage of non-lower cost overnight units proposed (e.g. P-79-5539). Regardless of
the method of calculation, the resultant in lieu fee should be sufficient to provide significant

® Figure not adjusted for CPI
* Figure not adjusted for CP!I
® Figure not adjusted for CPI
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funding toward the substantial creation of lower cost overnight visitor accommodations in
or near Huntington Beach (i.e. in the coastal area of Orange or Los Angeles County).

In the past Commission actions cited above, the in-lieu fee (adjusted-forinflation) has
ranged from $255 450 to $982 000 $4=4—635—te—$1—2—]:6—|eeeettheﬁeﬁ—few—eest—umt—lest—er

ameunt—neeessary—te—ereate—new—leweeeest—umt& In thIS case the Cltv IS proposing to

collect $3,000 (2006 dollars) per limited use overnight visitor accommodation unit
approved. For the development that would be allowed pursuant to this amendment,
that results in a total of $672,000 (2006 dollars). This total fee collected is
comparable to fees the Commission has previously required. The Commission
flnds that amount to be substantral in this cwcumstance fnthtseasethe@emmrssren

adjusted annually to account for |nflat|on I e accordlng to increases in the Consumer Price
Index — U.S. City Average) ti 6
limited use overnight visitor accommodatron units. This fee amount is necessary to off set
the lack of lower cost units being provided on site with new development.

However, it should be noted the Commission considered various approaches to
calculate the in-lieu fee and the fee chosen in this case should not be construed as
the standard for future projects. A different in-lieu fee and/or fee structure may be
considered in the future for projects that impact the provision of lower cost
overnight units. The Commission considered imposition of a fee structure that
would provide an on-going, rather than one-time, source of funding toward the
provision of lower cost overnight units. For example, a fee structure involving
payment of a fee each time the limited use unit was sold was one possibility the
Commission considered. However, the Commission determined that the complexity
involved in development of such a fee structure for this amendment would take
additional research and time, that was not available in this case.

The mitigation fee must be directed to a public agency or private non-profit provider of
lower cost overnight visitor accommodations. Examples of acceptable recipients of the
required fee include the California State Department of Parks and Recreation, Hosteling
International USA, or similar public agency or non-profit group. The in-lieu fees are
intended to offset the loss of overnight accommodations in the region. The fee may be
applied toward land acquisition, construction costs, and some limited administrative costs.
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development-permitreview-process: The recipient of the fee must be approved by the
Director of Planning. The applicant shall be required to pay the fee into a specified fund
prior to the issuance of the coastal development permit.

Therefore, the Commission finds that only if modified as suggested to require an in lieu
mitigation fee when new development that is not lower cost is proposed, can the proposed
IP amendment conform with and be adequate to carry out the LUP policy that requires
such an in lieu fee and with the visitor serving policies of the LUP.

If modified as suggested, the amendment will conform with and be adequate to carry out
the visitor serving policies of the certified LUP. Therefore, for the reasons outlined above,
the Commission finds that only if modified as suggested, can the proposed IP amendment
be found to be in conformance with and adequate to carry out the LUP policies regarding
visitor serving commercial development.

V. CALIFORNIA ENVIRONMENTAL QUALITY ACT

Section 21080.9 of the California Public Resources Code — within the California
Environmental Quality Act (CEQA) - exempts local governments from the requirement of
preparing an environmental impact report (EIR) in connection with its activities and
approvals necessary for the preparation and adoption of a local coastal program (LCP).
The Commission’s LCP review and approval program has been found by the Resources
Agency to be functionally equivalent to the EIR process. Thus, under Section 21080.5 of
CEQA, the Commission is not required to prepare an EIR for each LCP. Nevertheless, the
Commission is required in approving an LCP submittal to find that the LCP does conform
with the provisions of CEQA, including the requirement in CEQA section 21080.5(d)(2)(A)
that the amended IP will not be approved or adopted as proposed if there are feasible
alternative or feasible mitigation measures available which would substantially lessen any
significant adverse impact which the activity may have on the environment. 14 C.C.R.
Sections 13542(a), 13540(f), and 13555(b). The City of Huntington Beach LCP
amendment 2-06 consists of an amendment to the both the Land Use Plan (LUP) and the
Implementation Plan (IP).

As outlined in this staff report, the LUP amendment, as proposed, is inconsistent with the
Chapter 3 polices of the Coastal Act regarding the higher priority of visitor serving uses
over lower priority uses such as residential or quasi-residential and with regard to
protecting lower cost visitor facilities. However, if modified as suggested, the amendment
could be found to be consistent with and adequate to carry out the Chapter 3 policies of
the Coastal Act, including the visitor serving policies. And also as outlined in this staff
report, the proposed IP amendment, only if modified as suggested, will be consistent with
and adequate to carry out the visitor serving policies of the certified Land Use Plan. Thus,
the Commission finds that the proposed LUP amendment, if modified as suggested, meets
the requirements of and conforms with the Chapter 3 policies of the Coastal Act. In
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addition, the Commission finds that the IP amendment, if modified as suggested, is in
conformity with and adequate to carry out the land use policies of the certified LUP.
Therefore, the Commission finds that approval of the LCP amendment as modified will not
result in significant adverse environmental impacts under the meaning of CEQA.
Therefore, the Commission certifies LCP amendment request 2-06 if modified as
suggested herein.

HNB LCPA 2-06 RF Stf Rpt 4.07 mv



APPENDIX A

HNB LCPA 2-06 Suggested Modifications

Certification of City of Huntington Beach LCP Amendment Request No. 2-06 is
subject to the following modifications. Suggested Modifications Nos. 1-13 are
modification to the Land Use Plan. Suggested Modifications 14—-34 are
modifications to the Implementation Plan.

The City’s existing language is shown in plain text.

The City’s proposed additions are shown in bold text.

The City’s proposed deletions are shown in strike-outunderlineditalic text.

The Commission’s suggested additions are shown in bold, italic, underlined
text.

The Commission’s suggested deletions are shown in belditalic-underined;
strike-out-text

Text added as a result of the Commission’s action is shown in bold, italic
double underline.

Text removed as a result of the Commission’s action is shown in belditalie;

The more significant changes made as a result of the Commission’s action are
found on pages 10, 11, 13, 15 — 22.

Note: The numbering used in the suggested modification below may be re-

numbered as necessary to conform to the format of the existing certified LCP
document.

LAND USE PLAN

SUGGESTED MODIFICATION NO. 1

Add the following definition to the Glossary, Huntington Beach General Plan,
which is found at the end of the certified Land Use Plan, pages 1V-C-146 through
IV-C-155, in alphabetical order:

Condominium-Hotel —Facility providing overnight visitor accommodations
where ownership of at least some of the individual guestrooms (units)
within the larger building or complex is in the form of separate
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condominium ownership interests, as defined in California Civil Code
section 1351(f). The primary function of the Condominium-Hotel is to
provide overnight transient visitor accommodations within every unit that
is available to the general public on a daily basis year-round, while
providing both general public availability and limited owner occupancy of
those units that are in the form of separate condominium ownership
interests.

SUGGESTED MODIFICATION NO. 2

Add the following definition to the Glossary, Huntington Beach General Plan,
which is found at the end of the certified Land Use Plan, pages IV-C-146 through
IV-C-155, in alphabetical order:

Fractional Ownership Hotel — Facility providing overnight visitor
accommodations where at least some of the guestrooms (units) within the
facility are owned separately by multiple owners on a fractional time basis.
A fractional time basis means that an owner receives exclusive right to use
of the individual unit for a certain quantity of days per year and each unit
available for fractional ownership will have multiple owners.

SUGGESTED MODIFICATION NO. 3

Add the following definition to the Glossary, Huntington Beach General Plan,
which is found at the end of the certified Land Use Plan, pages IV-C-146 through
IV-C-155, in alphabetical order:

Hotel Owner/Operator — The entity that owns and operates a hotel. If the
hotel operator is separate from the hotel owner both are jointly and
severally responsible for ensuring compliance with the requirements
described in this LCP and/or recorded against the property, as well as
jointly and severally liable for violations of said requirements and
restrictions.

SUGGESTED MODIFICATION NO. 4

Add the following definition to the Glossary, Huntington Beach General Plan,
which is found at the end of the certified Land Use Plan, pages IV-C-146 through
IV-C-155, in alphabetical order:

Limited Use Overnight Visitor Accommodations — Any hotel, motel, or other
similar facility that provides overnight visitor accommodations wherein a
purchaser receives the right in perpetuity, for life, or a term of years, to the
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recurrent, exclusive use or occupancy of a lot, parcel, unit, room(s), or
segment of the facility, annually or on some other seasonal or periodic
basis, for a period of time that has been or will be allotted from the use or
occupancy periods into which the facility has been divided and shall
include, but not be limited to Timeshare, Condominium-Hotel, Fractional
Ownership Hotel, or uses of a similar nature.

SUGGESTED MODIFICATION NO. 5

Add the following definition to the Glossary, Huntington Beach General Plan,
which is found at the end of the certified Land Use Plan, pages 1V-C-146 through
IV-C-155, in alphabetical order:

Timeshare — Any arrangement, plan, or similar program, other than an
exchange program, whereby a purchaser receives ownership rights in or
the right to use accommodations for a period of time less than a full year
during any given year, on arecurring basis for more than one year, but not
necessarily for consecutive years.

SUGGESTED MODIFICATION NO. 6

Delete the City’s proposed new language to Land Use Plan Policy C 3.2.4 (on
page IV-C-108) as follows:

Timeshares may be permitted in the Commercial General District (CG), and,
Mixed Use Districts (M, MH, and MV), and-Commercial- \Visitor District (C\V)as

partof a-masterplan-proejeet; provided that any such project be conditioned as
follows: (I-C 1, I-C 2, I-C3, I-C 7)

a) That at least twenty-five percent of the units within any given facility be
permanently reserved for transient overnight accommodations during the
summer season (beginning the day before the Memorial Day weekend
and ending the day after Labor Day).

b) That the timeshare facility operate as a hotel including requirements for a
centralized reservations system, check-in services, advertising, security,
and daily housecleaning.

SUGGESTED MODIFICATION NO. 7

Add the following new Land Use Plan Policy after existing Policy number 3.2.4
and re-number policies accordingly:

Any hotel rooms for which a certificate of occupancy has been issued at
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the effective date of adoption of this Section shall not be permitted to be
converted to a Limited Use Overnight Visitor Accommodation.

SUGGESTED MODIFICATION NO. 8

Add the following new Land Use Plan Policy after the new policy above
(Suggested Modification No. 7) and re-number policies accordingly:

Within Commercial Visitor Districts (CV) Limited Use Overnight Visitor
Accommodations shall be prohibited except for a Fractional Ownership
Hotel in Subarea 4C (Pacific City) and a Condominium-Hotel in Subarea 4D
(Waterfront) which shall be subject to the specific restrictions on quantity,
management, and use of such facilities listed below.

SUGGESTED MODIFICATION NO. 9

Add the following new subset (a) to the new Land Use Plan Policy added as
Suggested Modification No. 8, above (re-number policies as necessary):

a. Fractional Ownership Hotel Area 4C

A Fractional Ownership Hotel may be permitted in Area 4C (Pacific City),
described in Table C-2, subject to the following requirements as well as
those contained in Section 4.9.12 of the Downtown Specific Plan:

Any hotel rooms for which a certificate of occupancy has been issued at
the effective date of adoption of this Section shall not be permitted to be
converted to a Limited Use Overnight Visitor Accommodation.

A minimum of 90% of the total number of questrooms (units) within the
Fractional Ownership Hotel facility shall be available to the general public
as traditional use hotel rooms year-round. A maximum of 10% of the total
number of units within the facility may be owned by separate individual
entities on a fractional time basis. Fractional interests sold shall not
exceed three month ( %) intervals within any one-year period.

The hotel owner/operator shall retain control and ownership of all land,
structures, recreational amenities, meeting space, restaurants, “back of
house” and other non-quest facilities.

The non-fractional use guestrooms (units) shall be available to the general
public on a daily, year-round basis.

The facility shall have an on-site hotel operator to manage rental of all
guestrooms/units.
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The hotel operator shall manage all guestrooms/units as part of the hotel
inventory, which management shall include the booking of reservations,
mandatory front desk check-in and check-out, maintenance, cleaning
services and preparing units for use by guests and owners.

When an individual owner chooses not to occupy his/her unit, that unit
shall be added to the pool of hotel rooms available to the general public.

Fractional time owners shall have limited rights to use their units including
amaximum use of 90 days per calendar year with a maximum of 29
consecutive days of use during any 60 day period.

SUGGESTED MODIFICATION NO. 10

Add the following new subset (b) to the new Land Use Plan Policy added as
Suggested Modification No. 8, above (re-number as necessary):

b. Condominium-Hotel Area 4D

A Condominium-Hotel may be permitted in Subarea 4D (Waterfront),
described in Table C-2, subject to the following requirements as well as
those contained in Section 4.11.13 of the Downtown Specific Plan:

Any hotel rooms for which a certificate of occupancy has been issued at
the effective date of adoption of this Section shall not be permitted to be
converted to a Limited Use Overnight Visitor Accommodation.

The hotel owner/operator shall retain control and ownership of all

structures, recreational amenities, meeting space, restaurants, “back of
house” and other non-quest facilities. When the Condominium-Hotel is
located on land owned by the City, the hotel owner/operator shall be a
leaseholder of the land upon which the Condominium-Hotel exists.

The Condominium-Hotel facility shall have an on-site hotel operator to
manage rental/booking of all guestrooms units.

The hotel operator shall manage all guestrooms/units as part of the hotel
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inventory, which management shall include the booking of reservations,
mandatory front desk check-in and check-out, maintenance, cleaning
services and preparing units for use by quests and owners.

Owners of individual units shall have limited rights to use their units
including a maximum use of 90 days per calendar year with a maximum of
29 days of use during any 60 day period.

When not occupied by the individual owner, each unit shall be available to
the general public in the same manner as the traditional guestrooms/units.

SUGGESTED MODIFICATION NO. 11

Add the following new Land Use Plan Policy after existing Policy number 3.2.1
and re-number policies accordingly:

Lower cost visitor and recreational facilities shall be protected,
encouraged, and, where feasible, provided. On oceanfront, waterfront or
nearshore areas or lands designated for visitor uses and recreational
facilities, an assessment of the availability of lower cost visitor uses shall
be completed at the time of discretionary review and an in-lieu fee in an
amount necessary to off-set the lack of the preferred lower cost facilities in
or near Huntington Beach shall be imposed.

SUGGESTED MODIFICATION NO. 12

Modify Table C-1, (on page IV-C-26) as follows:

Commercial General (CG) Retail commercial, professional offices,
eating and drinking establishments,
household goods, food sales,
drugstores, building materials and
supplies, personal services, recreational
commercial, hotels/motels,
timeshares, evernight
aceommeodations, overnight
accommodations, cultural facilities,
government offices, educational, health,
institutional and similar uses.

Commercial Visitor (CV) Hotels/motels, timeshares; restaurants,
recreation-related retail sales, cultural
uses (e.g., museums) and similar uses
oriented to coastal and other visitors to
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the City.

In Subarea 4C (Pacific City) only, a
Fractional Ownership Hotel subject
to restrictions may be allowed.

In Subarea 4D (Waterfront) only, a
Condominium-Hotel subject to
restrictions may be allowed.

Marine related development such as
marinas, retail marine sales, boat
rentals, and boat storage which are
coastal dependent developments shall
have priority over any other type of
development (consistent with resource
protection) on or near the shoreline.

SUGGESTED MODIFICATION NO. 13

Modify Table C-2, (on page IV-C-37) as follows (only those portions of the table

to be changed are shown):

Subarea

Characteristic

Standards and
Principles

4C
PCH/First (Lake) Street

Pacific City

Permitted Uses

Category: Commercial
Visitor (“CV")
Visitor-serving and
community-serving
commercial uses,
restaurants,
entertainment
hotels/motels,
timeshares, a Fractional
Ownership Hotel
subject to restrictions,
and other uses (as
permitted by the “CV” and
“C6” land use
categorys).

4D
Waterfront

Permitted Uses

Category: “-F7”
Hotels/motels,
timeshares supporting
visitor-serving commercial
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uses (in accordance with
Development
Agreement), a
Condominium-Hotel
subject to restrictions.

IMPLEMENTATION PLAN

SUGGESTED MODIFICATION NO. 14

In the Downtown Specific Plan Section 4.0.04 (Definitions), delete the proposed
timeshares definition:

Replace with the following timeshare definition:

Timeshare — Any arrangement, plan, or similar program, other than an
exchange program, whereby a purchaser receives ownership rights in or
the right to use accommodations for a period of time less than a full year
during any given yvear, on arecurring basis for more than one year, but not
necessarily for consecutive years.

Add the following definitions to the Downtown Specific Plan Section 4.0.04
(Definitions), in alphabetical order:

SUGGESTED MODIFICATION No. 15
Condominium-Hotel —Facility providing overnight visitor accommodations

where ownership of at least some of the individual guestrooms (units)
within the larger building or complex is in the form of separate
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condominium ownership interests, as defined in California Civil Code
section 1351(f). The primary function of the Condominium-Hotel is to
provide overnight transient visitor accommodations within every unit that
is available to the general public on a daily basis year-round, while
providing both general public availability and limited owner occupancy of
those units that are in the form of separate condominium ownership
interests.

SUGGESTED MODIFICATION No. 16

Fractional Ownership Hotel — Facility providing overnight visitor
accommodations where at least some of the guestrooms (units) within the
facility are owned separately by multiple owners on a fractional time basis.
A fractional time basis means that an owner receives exclusive right to use
of the individual unit for a certain guantity of days per year and each unit
available for fractional ownership will have multiple owners.

SUGGESTED MODIFICATION No. 17

Hotel Owner/Operator — The entity that owns and operates a hotel. If the
hotel operator is separate from the hotel owner both are jointly and
severally responsible for ensuring compliance with the requirements
described in this LCP and/or recorded against the property, as well as
jointly and severally liable for violations of said requirements and
restrictions.

SUGGESTED MODIFICATION No. 18

Limited Use Overnight Visitor Accommodations — Any hotel, motel, or other
similar facility that provides overnight visitor accommodations wherein a
purchaser receives the right in perpetuity, for life, or a term of years, to the
recurrent, exclusive use or occupancy of a lot, parcel, unit, room(s), or
segment of the facility, annually or on some other seasonal or periodic
basis, for a period of time that has been or will be allotted from the use or
occupancy periods into which the facility has been divided and shall
include, but not be limited to Timeshare, Condominium-Hotel, Fractional
Ownership Hotel, or uses of a similar nature.

SUGGESTED MODIFICATION NO. 19

Modify the City’s proposed addition to Section 4.9.01(b) Permitted Uses, as
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follows:

Fimeshare Units Fractional Ownership Hotel pursuant to section 4.9.12

SUGGESTED MODIFICATION NO. 20

Delete proposed Section 4.9.12 of the Downtown Specific Plan and replace with
the following Section 4.9.12:

4.9.12 Fractional Ownership Hotel: May be permitted and shall be

conditioned as follows:

a)

b)

f)

A minimum of 90% of the total number of hotel guestrooms/units
within the Fractional Ownership Hotel facility shall be available as
transient hotel rooms. The non-fractional hotel rooms shall be
operated as transient overnight visitor accommodations available to
the general public on a daily basis, year-round.

A maximum of 10% of the total number of guestrooms/units within
the Fractional Ownership Hotel facility may be subdivided into
separate saleable units each of which can be owned by multiple
owners on a fractional time basis. A fractional time basis means that
an owner (or owners) receives an exclusive right to the use of an
individual unit for a combined period not to exceed the approved
time period, which approved time period at the option of the hotel
owner/operator may range up to three calendar months, in any one
calendar vear.

The hotel owner/operator retains control and ownership of all land,
structures, recreational amenities, meeting space, restaurants, “back
of house” and other non-questroom/units.

The hotel operator shall maintain records of usage by owners and
renters and rates charged for all units, and shall be responsible for
reporting Transient Occupancy Taxes based on records of use for all
units, a service for which the hotel operator may charge the unit
owner areasonable fee.

No portion of the Fractional Ownership Hotel (neither fractional units
nor traditional hotel units) may be converted to full-time occupancy
condominium or any other type of Limited Use Overnight Visitor
Accommodations or other project that differs from the approved
hotel units.

When an owner of a fractional interest in a unit chooses not to
occupy his/her unit for any portion of the time allotted to him/her,
that unit shall be available to the general public on the same basis as
the traditional hotel units.

10
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Any hotel rooms for which a certificate of occupancy has been
issued at the effective date of adoption of this Section shall not be
permitted to be converted to a Limited Use Overnight Visitor
Accommodation.

Prior to issuance of a coastal development permit for any type of
| L tacili he land ) of ies hich tt

ndr r restriction ject to the review an roval
1t | - : Lt . . 1l |
mmission, which prohibits th nversion of traditional hotel

its/ | : hip ( limited

AN 0 ANQG ) 5, al gevelopm [
However minor chan that not conflict with tion n
ve m r n amendmen h I

development permit only, unless it is determined by the Director of
Planning and the Ex ive Dir r of th I mmission th

an amendment is not legally required.

Fractional time owners shall have the right to the use of their units
including a maximum use of 90 days per calendar year with a
maximum of 29 consecutive days of use during any 60 day period.
The hotel owner/operator shall be required to submit, prior to
issuance of a coastal development permit, for the review and
approval of the Director of Planning, a Declaration of Restrictions or
CC & R’s (Covenants, Conditions & Restrictions), either of which
shall include:

1. All the specific restrictions listed in a through i above;

2. Acknowledgement that these same restrictions are
independently imposed as condition requirements of the
coastal development permit;

3. A statement that provisions of the Declaration/CC & R’s that
reflect the requirements of a through i above cannot be
changed without approval of an LCP amendment by the
Coastal Commission and subsequent coastal development
permit amendment. However, minor changes that do not
conflict with a) —i ) above may be processed as an amendment
to the coastal development permit, unless it is determined by

11
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the Director of Planning that an amendment is not legally
required. If thereis a section of the Declaration/CC&R’s
related to amendments, and the statement provided pursuant
to this paragraph is not in that section, then the section on
amendments shall cross-reference this statement and clearly
indicate that it controls over any contradictory statements in
the section of the Declaration/CC&R’s on amendments.

k) The CC & R’s or Declaration of Restrictions described above shall be
recorded against all individual property titles simultaneously with the
recordation of the condominium airspace map.

I) The provisions of the CC & R’s or Declaration of Restrictions
described above shall not be changed without approval of an
amendment to the LCP by the Coastal Commission. However minor
changes that do not conflict with a) through k) above may be
processed as an amendment to the coastal development permit,
unless it is determined by the Director of Planning that an
amendment is not legally required.

m) The hotel owner/operator or any successor-in-interest hotel
owner/operator shall maintain the legal ability to ensure compliance
with the terms and conditions stated above at all times in perpetuity
and shall be responsible in all respects for ensuring that all parties
subject to these restrictions comply with the restrictions. Each
owner of a fractional interest in a unit is jointly and severally liable
with the hotel owner/operator for violations of the terms and
conditions hereof imposed by the special conditions of the coastal
development permit. Violations of the coastal development permit
can result in penalties pursuant to Public Resources Code Section
30820.

n) All documents related to the marketing and sale of the fractional
interest units, including marketing materials, sales contracts, deeds,
CC & R’s and similar documents, shall notify buyers of the following:

1. The owners of a fractional interest in a unit are jointly and
severally liable with the hotel owner/operator for any violations
of the terms and conditions hereof imposed by the coastal
development permit.

2. The occupancy of the units is restricted to 90 days per
calendar year with a maximum of 29 consecutive days of use
during any 60 day period, and when not in use by the owner,
the unit shall be made available for rental by the hotel operator
to the general public and that the coastal development permit
contains additional restrictions on use and occupancy

0) The hotel owner/operator and any successor-in-interest hotel
owner/operator, and each future owner of a fractional interest in a
unit shall obtain, prior to sale of a fractional interest, a written

12
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acknowledgement from the buyer that occupancy by the owner is
limited to 90 days per calendar year with a maximum of 29
consecutive days of use during any 60 day period, that the unit must
be available for rental by the hotel operator to the general public
when not occupied by the owner, and that there are further
restrictions on use and occupancy in the coastal development permit
and the CC & R’s or Declaration of Restrictions.

The hotel owner/operator and any successor-in-interest hotel
owner/operator shall monitor and record hotel occupancy and use by
the general public and the owners of a fractional interest in a unit
throughout each year. The monitoring and record keeping shall
include specific accounting of owner usage for each individual
guestroom/unit. The records shall be sufficient to demonstrate
compliance with the restrictions set forth in a through i above. The
hotel owner/-operator shall also maintain documentation of rates
paid for hotel occupancy and of advertising and marketing efforts.
All such records shall be maintained for ten years and shall be made

available to the City, and to the Executive Director of
the Coastal Commission upon reguest and to the auditor required by

section g below. Within 30 days of commencing hotel operations,
the hotel owner/operator shall submit notice to the Director of
Planning and to the Executive Director of the California Coastal
Commission of commencement of hotel operations.

Within 90 days of the end of the first calendar year of hotel
operations, and within 90 days of the end of each succeeding
calendar year, the hotel owner/operator shall retain an independent
auditing company, approved by the Director of Planning, to perform
an audit to evaluate compliance with special conditions of the
coastal development permit which are required by this Section
regarding notice, recordkeeping, and monitoring of the Fractional
Interest Hotel. The audit shall evaluate compliance by the hotel
owner/operator and owners of fractional interests in a unit during the
prior calendar year period. The hotel owner/operator shall instruct
the auditor to prepare areport identifying the auditor’s findings,
conclusions and the evidence relied upon, and such report shall be
submitted to the Director of Planning, for review and approval, and

shall be available to the general public Executive Director of the

Coastal Commission upon reqguest, within six months after the
conclusion of each one year period of hotel operations. After the

initial five calendar years, the one-year audit period may be extended
to two years upon written approval of the Director of Planning. The
Director of Planning may grant such approval if each of the previous
audits revealed compliance with all restrictions imposed above.

13
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SUGGESTED MODIFICATION NO. 21

Add new Section 4.9.13 as follows:

4.9.13 If the hotel owner and the hotel operator at any point become
separate entities, the hotel owner and the hotel operator shall be jointly and
severally responsible for ensuring compliance with the reqguirements
identified above. If the hotel owner and hotel operator become separate
entities they shall be jointly and severally liable for violations of the terms
and conditions (restrictions) identified above.

SUGGESTED MODIFICATION NO. 22

Add new Section 4.9.14 as follows:

4.9.14 A coastal development permit application for a Fractional Interest
Hotel shall include a plan specifying how the requirements outlined in
4.9.12 will be implemented. The plan must include, at a minimum, the form
of the sale, deed and CC & Rs/Declaration of Restrictions that will be used
to satisfy the requirements and the form of the rental program agreement
to be entered into between the individual unit owners and the hotel owner-
operator. The plan must demonstrate that the applicant will establish
mechanisms that provide the hotel operator and any successor-in-interest
hotel operator adequate legal authority to implement the requirements of
Section 4.9.12 above. An acceptable plan meeting these requirements shall
be incorporated into the special conditions of approval of any coastal
development permit for a Fractional Interest Hotel. Any proposed changes
to the approved plan and subseqguent documents pertaining to compliance
with and enforcement of the terms and conditions required by Section
4.9.12 and this section including deeds and CC & R’s/Declaration shall not
occur without an amendment to the coastal development permit, unless it
is determined by the Director of Planning that no such amendment is
legally required.

SUGGESTED MODIFICATION NO. 23

4.9.15 Any hotel rooms for which a certificate of occupancy has been
issued at the effective date of adoption of this Section shall not be
permitted to be converted to a Fractional Ownership Hotel.

14
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SUGGESTED MODIFICATION NO. 24

4.9.16 In Lieu Fee Required

1. New development of overnight accommodations that are not “lower
cost” shall be required to pay, as a condition of approval of a coastal
development permit, an in-lieu fee to provide significant funding to
assist in the creation of a substantial contribution to lower cost
overnight visitor accommodations in or near Huntington Beach. The
specific dollar amount of the fee shall be $50.000 $3,000 in 2006
dollars (which shall be adjusted annually to account for inflation i.e.
according to increases in the Consumer Price Index — U.S. City

Average) times 25%ofthe total quantity of proposed non-lower-cost

and limited use overnight visitor accommodation units.
2. Prior to issuance of the coastal development permit, and upon

execution of an appropriate agreement between the City and the
designated recipient that assures use of the in-lieu fee for the
intended mitigation, the applicant shall transfer the fee to the entity
designated in the agreement, which shall be the City of Huntington
Beach, the California State Department of Parks and Recreation,
Hosteling International USA, or similar public agency and/or non-
profit provider of lower cost overnight visitor accommodations. If
the in lieu fee, or any portion thereof, is not committed toward a use
(i.e. with an effective agreement in place for use toward an
identifiable project) within one year of payment of the fee, the in lieu
fee shall be made available to be applied toward lower-cost overnight
visitor accommodations at Crystal Cove State Park.

a QrNnian a aVaalaa¥a¥a NN aval a¥a a aYalla O
OV OTIITO It VIOITUT AT UTINITTITOUAATTOTTO, LYV PO COTU TOGCAUTOT T OUT DT O

SUGGESTED MODIFICATION NO. 25

Modify the City’s proposed addition to Section 4.11.01(b) Permitted Uses as
follows:

Fimeshare- Units Condominium-Hotel pursuant to section 4.11.13

15
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SUGGESTED MODIFICATION NO. 26

Delete proposed Section 4.11.13 of the Downtown Specific Plan and replace with
the following Section 4.11.13:

4.11.13

Condominium-Hotel: May be permitted and shall be

conditioned as follows:

a)

Any hotel rooms for which a certificate of occupancy has been
issued at the effective date of adoption of this Section shall not
be permitted to be converted to a Condominium-Hotel.

The hotel owner/operator shall retain control and ownership of all
structures, recreational amenities, meeting space, restaurants,
“back of house” and other non-guest unit facilities. When the
Condominium-Hotel is located on land owned by the City, the
hotel owner/operator shall be a leaseholder of the land upon
which the Condominium-Hotel exists.

The Condominium-Hotel facility shall have an on-site hotel
operator to manage rental/booking of all guestroom/units.
Whenever any individually owned hotel unit is not occupied by its
owner(s), that unit shall be available for hotel rental by the
general public on the same basis as a traditional hotel room.

The hotel operator shall market and advertise all rooms to the
general public. Unit owners may also independently market and
advertise their units but all booking of reservations shall be made
by and through the hotel operator.

The hotel operator shall manage all questroom/units as part of the
hotel inventory, which management will include the booking of
reservations, mandatory front desk check-in and check-out,
maintenance, cleaning services and preparing units for use by
guests/owners, a service for which the hotel operator may charge
the unit owner a reasonable fee.

If the hotel operator is not serving as the rental agent for an
individually owned unit, then the hotel operator shall nevertheless
have the right, working through the individually owned units’
owners or their designated agents, to book any unoccupied room
to fulfill demand, at a rate similar to comparable accommodations
in the hotel. The owner or an owner’s rental agent may not
withhold units from use. In all circumstances, the hotel operator
shall have full access to the condominiums’ reservation and
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booking schedule so that the operator can fulfill its booking and
management obligations hereunder.

a) All guestroom/unit keys shall be electronic and created by the

hotel operator upon each new occupancy to control the use of the

individually owned units.

Unit owners shall not discourage rental of their unit or create

disincentives meant to discourage rental of their unit.

All individually owned hotel units shall be rented a rate similar to

that charged by the hotel operator for the traditional hotel rooms

of a similar class or amenity level.

) The hotel operator shall maintain records of usage by owners and
renters and rates charged for all units, and shall be responsible
for reporting Transient Occupancy Taxes based on records of use
for all units, a service for which the hotel operator may charge the
unit owner a reasonable fee.

k) Each individually owned hotel unit shall be used by its owner(s)
(no matter how many owners there are) for not more than 90 days
per calendar year with a maximum of 29 consecutive days of use
during any 60 day period.

1) The use period limitations identified in (k) above, shall be
unaffected by multiple owners or the sale of a unit to a new owner
during the calendar year, meaning that all such owners of any
given unit shall be collectively subject to the use restriction as if
they were a single, continuous owner.

m) No portion of the Condominium-Hotel may be converted to full-
time occupancy condominium or any other type of Limited Use
Overnight Visitor Accommodations or other project that differs
from the approved Condominium-Hotel.

n) Prior to issuance of a coastal development permit for the

ndominium-Hotel, the landowner fthe pr rtv(i within
District 9 upon which the traditional units/rooms (i.e.transient
hotel room r vel hall ex nd r r

restriction(s), subject to the review and approval of the Planning

Dir r and the Ex ive Dir r of th | mmission
which prohibits the conversion of those traditional hotel
nits/room n her f ownershi .g. limi

overnight visitor accommodations). The deed restriction shall

run with the lan hall X n nsen h
existing lessee(s) of the affected property(ies) and shall be
inding on the landowner nd | nd on all r

and assigns of the landowner(s) and lessee(s), including without

limitation any future lienholders. Thi restriction hall n

be removed or changed without approval of an amendment to the
nderlvin | developmen rmit an roval of an

S
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amendment to the LCP by the Coastal Commission. However
. | | I i it | . ; | m
ve m r n amendment to th tal
l | . | | itis d ined by (i )
of Planning and the Executive Director of the Coastal
— | | l = | T ired

0) The hotel owner/operator shall be required to submit, prior to

D)

a

issuance of a coastal development permit, for the review and

approval of the Director of Planning, a Declaration of Restrictions

or CC & R’'s (Covenants, Conditions & Restrictions) either of
which shall include:

1. All the specific restrictions listed in a through m above;

2. Acknowledgement that these same restrictions are
independently imposed as condition requirements of the
coastal development permit;

3. A statement that provisions of the CC & Rs/Declaration of
Restrictions that reflect the requirements of a through n above
cannot be changed without approval of an LCP amendment by
the Coastal Commission and subsequent coastal development
permit amendment. However, minor changes that do not
conflict with a) —m) above may be processed as an
amendment to the coastal development permit, unless it is
determined by the Director of Planning that an amendment is
not legally required. If there is a section of the
C&Rs/Declaration of Restrictions related to amendments, and
the statement provided pursuant to this paragraph is not in
that section, then the section on amendments shall cross-
reference this statement and clearly indicate that it controls
over any contradictory statements in the section of the
Declaration/CC&R’s on amendments.

The CC & R’s or Declaration of Restrictions described above shall

be recorded against all individual property titles simultaneously

with the recordation of the condominium airspace map.

The provisions of the CC & R’s or Declaration of Restrictions

described above shall not be changed without approval of an

amendment to the LCP by the Coastal Commission. However
minor changes that do not conflict with a) through p) above may
be processed as an amendment to the coastal development
permit, unless it is determined by the Director of Planning that an
amendment is not legally required.

The hotel owner/operator or any successor-in-interest shall

maintain the legal ability to ensure compliance with the terms and

conditions stated above at all times in perpetuity and shall be
responsible in all respects for ensuring that all parties subject to

18
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these restrictions comply with the restrictions. Each owner of an
individual guest room/condominium unit is jointly and severally
liable with the hotel owner-operator for any and all violations of
the terms and conditions imposed by the special conditions of
the coastal development permit with respect to the use of that
owner’s unit. Violations of the coastal development permit can
result in penalties pursuant to Public Resources Code Section
30820.

All documents related to the marketing and sale of the
condominium interests, including marketing materials, sales
contracts, deeds, CC & Rs and similar documents, shall notify
buyers of the following:

1. Each owner of any individual hotel unit is jointly and
severally liable with the hotel owner-operator for any
violations of the terms and conditions of the coastal
development permit with respect to the use of that
owner’s unit; and

2. The occupancy of the units by owner(s) is restricted to
90 days per calendar year with a maximum of 29
consecutive days of use during any 60 day period, and
when not in use by the owner, the unit shall be made
available for rental by the hotel operator to the general
public per the terms of the coastal development permit
and that the coastal development permit contains
additional restrictions on use and occupancy.

The hotel owner/operator and any successor-in-interest hotel
owner and operator, and each future individual unit owner shall
obtain, prior to sale of individual units, a written
acknowledgement from the buyer that occupancy by the owner is
limited to 90 days per calendar year with a maximum of 29
consecutive days of use during any 60 day period, that the unit
must be available for rental by the hotel operator to the general
public when not occupied by the owner, and that there are further
restrictions on use and occupancy in the coastal development
permit and the CC & R’s or Declaration of Restrictions.

The hotel owner/operator and any successor-in-interest hotel
owner and operator shall monitor and record hotel occupancy
and use by the general public and the owners of individual hotel
units throughout each year. The monitoring and record keeping
shall include specific accounting of owner usage for each
individual guestroom/unit. The records shall be sufficient to
demonstrate compliance with the restrictions set forth in a
through n above. The hotel owner-operator shall also maintain
documentation of rates paid for hotel occupancy and of
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advertising and marketing efforts. All such records shall be
maintained for ten years and shall be made available to the City,

and the general publiec Executive Director of the Coastal

Commission upon reguest and to the auditor required by section
v below. Within 30 days of commencing hotel operations, the

hotel owner-operator shall submit notice to the Director of
Planning and to the Executive Director of the California Coastal
Commission of commencement of hotel operations.

Within 90 days of the end of the first calendar year of hotel
operations, and within 90 days of the end of each succeeding
calendar year, the hotel owner-operator shall retain an
independent auditing company, approved by the Director of
Planning, to perform an audit to evaluate compliance with special
conditions of the coastal development permit which are required
by this Section regarding occupancy restrictions, notice,
recordkeeping, and monitoring of the Condominium-Hotel. The
audit shall evaluate compliance by the hotel owner/operator and
owners of individual hotel units during the prior one-year period.
The hotel owner/operator shall instruct the auditor to prepare a
report identifying the auditor’s findings, conclusions and the
evidence relied upon, and such report shall be submitted to the
Director of Planning, for review and approval, and shall be

available to the general public Executive Director of the Coastal

Commission upon request, within six months after the conclusion
of each one year period of hotel operations. After the initial five

calendar years, the one-year audit period may be extended to two
years upon written approval of the Director of Planning. The
Director of Planning may grant such approval if each of the
previous audits revealed compliance with all restrictions imposed
above.

SUGGESTED MODIFICATION NO. 27

Add new Section 4.11.14, as follows:

4.11.14 If the hotel owner and the hotel operator at any point become

separate entities, the hotel owner and the hotel operator shall be jointly and

severally responsible for ensuring compliance with the requirements

identified above. If the hotel owner and hotel operator become separate

entities, they shall be jointly and severally liable for violations of the terms

and conditions (restrictions) identified above.
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SUGGESTED MODIFICATION NO. 28

Add new Section 4.11.15, as follows:

4.11.15 A coastal development permit application for a Condominium-Hotel
shall include a plan specifying how the requirements outlined in 4.11.13 will
be implemented. The plan must include, at a minimum, the form of the
sale, deed and CC & Rs/Declaration of Restrictions that will be used to
satisfy the requirements and the form of the rental program agreement to
be entered into between the individual unit owners and the hotel
owner/operator. The plan must demonstrate that the applicant will
establish mechanisms that provide the hotel operator and any successor-
in-interest hotel operator adequate legal authority to implement the
requirements of Section 4.11.13 above. An acceptable plan meeting these
requirements shall be incorporated into the special conditions of approval
of any coastal development permit for a Condominium-Hotel. Any
proposed changes to the approved plan and subsequent documents
pertaining to compliance with and enforcement of the terms and conditions
required by Section 4.11.13 and this section including deeds and
CC&Rs/Declaration of Restrictions shall not occur without an amendment
to the coastal development permit, unless it is determined by the Director
of Planning that an amendment is not legally required.

SUGGESTED MODIFICATION NO. 29

Add new Section 4.11.16, as follows:

4.11.16 _Any hotel rooms for which a certificate of occupancy has been
issued in the District at the effective date of adoption of this Section
(4.11.13) shall not be permitted to be converted to Limited Use Overnight
Visitor Accommodations.

SUGGESTED MODIFICATION NO. 30

Add new Section 4.11.17, as follows:

4.11.17 In Lieu Fee Required

1. New development of overnight accommodations that are not “lower
cost” shall be required to pay, as a condition of approval of a coastal
development permit, an in-lieu fee to provide significant funding to
assist in the creation of a substantial contribution to lower cost
overnight visitor accommodations in or near Huntington Beach. The
specific dollar amount of the fee shall be $506.000 $3,000 in 2006
dollars (which shall be adjusted annually to account for inflation i.e.
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according to increases in the Consumer Price Index — U.S. City

Average) times 25%ofthe total quantity of proposed non-lower-cost

and limited use overnight visitor accommodation units.
2. Prior to issuance of the coastal development permit, and upon

execution of an appropriate agreement between the City and the

designhated recipient that assures use of the in-lieu fee for the

intended mitigation, the applicant shall transfer the fee to the entity

designated in the agreement, which shall be the City of Huntington

Beach, the California State Department of Parks and Recreation,

Hosteling International USA, or similar public agency and/or non-

profit provider of lower cost overnight visitor accommodations. If

the in lieu fee, or any portion thereof, is not committed toward a use

(i.e. with an effective agreement in place for use toward an

identifiable project) within one year of payment of the fee, the in lieu

fee shall be made available to be applied toward lower-cost overnight

Suqggested Modification No. 31

In the Zoning and Subdivision Ordinance, in Chapter 211 C Commercial Districts,
within Section 211.04 CO, CG, and CV Districts: Land Use Controls, on the
allowable uses chart (pages 211-2 through 211-4), on page 211-4, under Quasi
Residential, delete timeshares, residential hotels, and single room occupancy as
uses within the CV district and add the following under Visitor Accommodations,

after Hotels, Motels:

CO CG CV Additional Provisions
Visitor Accommodations
Bed & Breakfastinns PC PC PC (K)
Hotels, Motels - PC PC (I)
Condominium-Hotel/ - - PC  (W)[or lettered as
appropriate]
Fractional Ownership
__Hotel
Quasi Residential
Timeshares - PC PRPcS (1),
Residential Hotel - PC PSS (J)
Single Room Occupancy PC PC
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Suqggested Modification No. 32

At the end of section 211.04, Additional Provisions, add new Additional Provision
(W) [or lettered as appropriate to conform to the City’s format:

(W) In the CV District, Condominium-Hotels and/or Fractional Interest
Hotels are allowed only at the Pacific City (Downtown Specific Plan District
7) and Waterfront (Downtown Specific Plan District 9) sites. Refer to
Downtown Specific Plan.

Suqggested Modification No. 33

In the Zoning and Subdivision Ordinance, in Chapter 203 Definitions, add the
following definitions in alphabetical order:

Hotel Owner/Operator — The entity that owns and operates a hotel. If the
hotel operator is separate from the hotel owner both are jointly and
severally responsible for ensuring compliance with the reqguirements
described in this LCP and/or recorded against the property, as well as
jointly and severally liable for violations of said requirements and
restrictions.

Limited Use Overnight Visitor Accommodations — Any hotel, motel, or other
similar facility that provides overnight visitor accommodations wherein a
purchaser receives the right in perpetuity, for life, or a term of years, to the
recurrent, exclusive use or occupancy of a lot, parcel, unit, room(s), or
segment of the facility, annually or on some other seasonal or periodic
basis, for a period of time that has been or will be allotted from the use or
occupancy periods into which the facility has been divided and shall
include, but not be limited to Timeshare, Condominium-Hotel, Fractional
Ownership Hotel, or uses of a similar nature.

SUGGESTED MODIFICATION NO. 34

Replace existing definition of “timeshare” in Chapter 204 with the following:

Timeshare — Any arrangement, plan, or similar program, other than an
exchange program, whereby a purchaser receives ownership rights in or
the right to use accommodations for a period of time less than a full year
during any given year, on arecurring basis for more than one year, but not
necessarily for consecutive years.

23
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Add the following new definitions to Chapter 204:

Condominium-Hotel —Facility providing overnight visitor accommodations
where ownership of at least some of the individual guestrooms (units)
within the larger building or complex is in the form of separate
condominium ownership interests, as defined in California Civil Code
section 1351(f). The primary function of the Condominium-Hotel is to
provide overnight transient visitor accommodations within every unit that
is available to the general public on a daily basis year-round, while
providing both general public availability and limited owner occupancy of
those units that are in the form of separate condominium ownership
interests.

Fractional Ownership Hotel — Facility providing overnight visitor
accommodations where at least some of the guestrooms (units) within the
facility are owned separately by multiple owners on a fractional time basis.
A fractional time basis means that an owner receives exclusive right to use
of the individual unit for a certain gquantity of days per year and each unit
available for fractional ownership will have multiple owners.

HNB LCPA 2-06 tmshrs RF rvsd sugmods 4.07 mv
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RESOLUTION NO. 2005-20

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
HUNTINGTON BEACH ADOPTING LOCAL COASTAL PROGRAM
AMENDMENT NO. 03-02 TO AMEND THE LOCAL COASTAL PROGRAM
LAND USE PLAN AND IMPLEMENTING ORDINANCES TO PERMIT
TIMESHARES IN THE COMMERCIAL VISITOR LAND USE CATEGORY
AND TO REFLECT ZONING TEXT AMENDMENT NO. 03-03 AND
REQUESTING CERTIFICATION BY THE CALIFORNIA COASTAL COMMISSION

WHEREAS, after notice duly given pursuant to Government Code Section 65090
and Public Resources Code Section 30503 and 30510, the Planning Commission of the
City of Huntington Beach held a public hearing to consider the adoption of the Huntington
Beach Local Coastal Program Amendment No. 03-02; and

Such amendment was recommended to the City Council for adoption; and

The City Council, after giving notice as prescribed by law, held at least one public
hearing on the proposed Huntington Beach Local Coastal Program Amendment No. 03-02,
and the City Council finds that the proposed amendment is consistent with the Huntington
Beach General Plan, the Certified Huntington Beach Local Coastal Program (including the
Land Use Plan), and Chapter 6 of the California Coastal Act; and

The City Council of the City of Huntington Beach intends to implement the Local
Coastal Program in a manner fully consistent with the California Coastal Act,

NOW, THEREFORE, the City Council of the City of Huntington Beach does
hereby resolve as follows:

SEC'I'ION 1: That Local Coastal Program Amendment No. 03-02 is the subject of
this Resolutlon to allow timeshares in the Commercial Visitor district of the Local Coastal
Program, including Subareas 4C and 4D, and modifying Policy 3.2.4 to add reference to
the allowance of timeshares in the Commercial Visitor District and replace overnight
accommodation language with hotels/motel and timeshares in the Commercial General
. land use category for consistency (Exhibit A).

SECTION 2: That the Huntington Beach Local Coastal Program Amendment No.
03-02 incorporates Zoning Text Amendment No. 03-03, a copy of which is attached hereto
as Exhibit B, and incorporated by this reference as though fully set forth herein, is hereby
approved.

COASTAL COMMISSION

NP LCPA - 206 R
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PASSED AND ADOPTED by the City Council of the City of Huntington Beach at
a regular meeting thereof held onthe 51+ dayof _March ,200 g .

o -
/Aq/"\‘ L o
" 5’;

REVIEWED AND APPROVED: PROVED AS TO FORM:

«/MAMMM

1ty Admmﬂstrator

INITYATED AND APPROVED:

D —

tector of Planning

Exhibits

A. Local Coastal Program Element Amendments
B. Zoning Text Amendments -

05reso/LCP 03-02 2
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NATURAL RESOURCES CHAPTER
COASTAL ELEMENT

COASTAL ELEMENT LAND USE PLAN

LAND USE, DENSITY AND OVERLAY SCHEDULE

COMMERCIAL

TABLE C-1 (Continued)

G e e

R abbit

Commercial
Neighborhood (CN)

Small-scale retail commercial, professional offices, eating and drinking

establishments, household goods, food sales, drug stores, personal services,
cultural facilities, institutional, health, government offices and similar uses.
Generally, individual establishments should not exceed 10,000 square feet.

If feasible, their frontage should be designed to convey the visual character
of small storefronts.

The Commercial Neighborhood (CN) designation shall utilize the

standards of the General Commercial District (CG) of the Zoning Code for
implementation.

Comimnercial
General (CG)

Retail commercial, professional offices, eating and drinking
establishments, household goods, food sales, drugstores, building materials
and supplies, personal services, recreational commercial,

hotels/motels, timeshares evernight-accommedations, cultural
facilities, government offices, educational, health, institutional and similar
Huses.

Commercial Visitor

V)

Hotels/motels, timeshares restaurants, recreation-related retail sales,

cultural uses (e.g., museums) and similar uses oriented to coastal and other
visitors to the City.

Marine related development such as marinas, retail marine sales, boat
rentals, and boat storage which are coastal dependent developments shall

have priority over any other type of development (consistent with resource
protection) on or near the shoreline.

INDUSTRIAL

Industrial (I)

Light manufacturing, energy production, resource production, research and
development, warehousing, business parks and professional offices,

supporting retail, financial, restaurants and similar uses. Warehouse and
sales outlets.

Marine related activities such as boat construction and dry boat storage.
Coastal dependent development shall have priority over any other type of
development (consistent with resource protection) on or near the shoreline,

PUBLIC
INSTITUTIONAL

Public (P)

Governmental administrative and related facilities, such as public utilities,
schools, libraries, museums, public parking lots, infrastructure, religious
and similar uses.

THE CITY OF HUNTINGTON BEACH GENERAL PLAN
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NATURAL RESOURCES CHAPTER
COASTAL ELEMENT

COMMUNITY DISTRICT AND SUBAREA SCHEDULE
TABLE C-2 (continued)

Subarea Characteristic Standards and Principles
4B Design and Category: Specific Plan (“-sp™)
Existing Qil | Development e Requires the preparation of and development in conformance with a
Property Conceptual Master Plan of Development and Specific Plan.
(Cont.) » The preparation of a Specific Plan may be phased in conformance with
the conceptual Master Plan.

» Establish a cohesive, integrated residential development in accordance
with the policies and principles stipulated for “New Residential
Subdivisions™ (Policies LU 9,3.1 and LU 9.3.4),

s Allow for the clustering of mixed density residential units and integrated
commercial sites.

¢ Require variation in building heights from two (2) to four (4) stories to
promote visual interest and ensure compatibility with surrounding land
uses.

» Commercial development shall be prohibited along the Palm Avenue
frontage.

e Residential development along Palm Avenue shall be compatible in
size, scale, height, type, and massing with existing developrnent on the
north side of Palin Avenue.

»  Visitor Serving Commercial development shall be oriented along the
Pacific Coast Highway frontage.

»  Minimize vehicular access points onto arterial streets and highways
including Palm Avenue, Golden West Street, Pacific Coast Highway,
and Seapoint Street.

=  Open space and neighborhood parks, which may be private, shall be
provided on site.

4C ' Permitted Uses Category: Commercial Visitor (“CV™)
. | PCH/First Visitor-serving and community-serving commercial uses, restaurants,
(Lake) Street entertainment, hotels/motels, timeshares and other uses (as
permitted by the “CV” and “CG” land use categories)
Density/Intensity Category: “-F7”
s Height: eight (8) stories
Design and Category: Specific Plan (“-sp™)
Development e Establish a unified “village™ character, using consistent architecture and

highly articulated facades and building masses.

Require vertical setbacks of structures above the second floor.
Incorporate pedestrian walkways, plazas, and other cornmon open
spaces for public activity.

Provide pedesirian linkages with surounding residential and
commercial areas.

Establish a well-defined entry from PCH.

Maintain views of the shoreline and ocean.

THE CITY OF HUNTINGTON BEACH GENERAL PLAN
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NATURAL RESOURCES CHAPTER
COASTAL ELEMENT

COMMUNITY DISTRICT AND SUBAREA SCHEDULE

TABLE C-2 (continued)

Subarea

Characteristic

Standards and Principles

4D
Waterfront

Permitted Uses

Category: Commercial Visitor (“CV™)

Hotels/motels, timeshares and supporting visitor-serving commercial
uses (in accordance with Development Agreement)

Density/Intensity

Category: “-F7”
¢ HoteVmotel rooms: 1,690
o Commercial: 75,000 square feet

Design and
Development

Category: Specific Plan (“-sp™)
As defined by the adopted Development Agreement.

4E
PCH/Beach
Northeast

Permitted Uses

Category: Open Space Conservation (“OS-C”), uses permitted by the
Commercial Visitor (“CV”) land use category, and free-standing
multi-family housing (“RM™).
(Please refer to the Land Use Map for the exact boundaries of each land
use designation.)

Density/Intensity

Category:

e  For RM designations, 15 units per acre
»  For CV designations, F2

e  Height: three (3) stories

Design and
Development

Category:

» Establish a major streetscape element to
Boulevard-PCH intersection.

s  Site, design, and limit the scale and mass of development, as necessary,
to protect wetlands.

e Maintain visual compatibility with the downtown.

e Incorporate onsite recreational amenities for residents.

» Minimize access to and from PCH, providing an intemal roadway
system.

+ Incorporate extensive landscape and streetscape.

identify the Beach

4F
Wetlands

Permitted Uses

Category: Conservation (“OS-C™)
e Wetlands conservation.

4G
Edison Plant

Permitted Uses

Category: Public (“P™) and Conservation (*OS-C")
*»  Wetlands conservation.
e«  Utility uses,

Design and
Development

In accordance with Policy LU 13.1.8.

4H
Brookhurst-

- Magnolia

Permitted Uses

Category: Conservation (“OS-C")
Wetlands conservation.

THE CITY OF HUNTINGTON BEACH GENERAIL PLAN
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NATURAL RESOURCES CHAPTER
COASTAL ELEMENT

facilities on private land to be open to the
public. (I-C 7)

C3.23

Encourage the provision of a variety of
visitor- serving commercial establishments
within the Coastal Zone, including, but not
limited to, shops, restaurants, hotels and

motels, and day spas. (I-C 1, I-C 2, I-C 3, I-

c4)

Cc324
Timeshares may be permitted in

Commercial General District (CQG), ard
Mixed Use Districts (M, MH, and MV),
and Commercial Visitor District
(CYV) as part of a master plan
project, provided that any such project be

conditioned as follows: (I-C I, I-C 2, I-C 3,
LC7

a) That at least twenty-five percent of
the units be permanently reserved
for transient overnight
accommodations during the summer
season (beginning the day before the
Memorial Day weekend and ending
the day after Labor Day).

b) That the timeshare facility operate
" as a hotel including requirements for
a centralized reservations system,
check-in services, advertising,
security, and daily housecleaning.

C325

Establish an ongoing program to permit
recreational vehicle camping during the
winter months at City beach parking lots.
(-C 22))

C3.2.6

Encourage additional overnight recreational
- vehicle camping facilities, adequately
screened, in the recreation areas on both
sides of Newland Street near Pacific Coast

Highway and on the State beach parking lots
during the winter months. (I-C 22))

C327

Investigate the feasibility of providing year
round camping below the bluffs, northwest
of the Municipal Pier, between Ninth Street
and Goldenwest Street. (I-C 22))

Cc328

Promote the implementation of and funding
for the proposed Orange Coast River Park
concept. The Orange Coast River Park is
envisioned as a linkage of public parks
(Talbert and Fairview Regional Parks) and
private open space lands along and near the
mouth of the Santa Ana River, including
possible linkages with open space lands
located on the inland side of Pacific Coast
Highway, between the Santa Ana River and
Beach Boulevard in Huntington Beach. (I-C
1L IC2 1I-C17)

C3.29
Promote and support the implementation of

the proposed Wintersburg Channel Class 1
Bikeway. (I-C 1, I-C 2)

C3.2.10

Promote and support the development of,
the City and County portions of the Harriett
M. Wieder Regional Park. Include a
continuous trail system from Huntington
Central Park to the beach, along the eastern
border of the Bolsa Chica wetlands, if
feasible. (I-C 1, I.C 2, I-C 17)

Cc3211

Encourage and support the following
recreational facilities and design
characteristics within the Harriett M. Wieder
Regional Park: (I.C I, I-C2)

a) Limit above ground structures to
support facilities such as restrooms,
picnic tables, bike racks, view

THE CITY OF HUNTINGTON BEACH GENERAL PLAN
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ORDINANCE NO. _3702

AN ORDINANCE OF THE CITY OF HUNTINGTON BEACH
AMENDING THE DOWNTOWN SPECIFIC PLAN OF
THE CITY OF HUNTINGTON BEACH

WHEREAS, the City Council of the City of Huntington Beach has previously adopted the
Downtown Specific Plan; and

Pursuant to the California State Planning and Zoning Law, the Huntington Beach Planning
Commission and Huntington Beach City Council have held separate, duly noticed public hearings
relative to amending the Downtown Spetific Plan, wherein both bodies have carefully considered
all information presented at said hearings; and

After due consideration of the findings and recommendations of the Planning Commission
and all other evidence presented, the City Council finds that the aforesaid amendment is proper and
consistent with the General Plan,

NOW, THEREFORE, the City Council of the City of Huntington Beach does hereby ordain
as follows:

SECTION 1: The Downtown Specific Plan is hereby amended as set forth in the
Legislative Draft attached hereto as Exhibit A.

SECTION 2: Except as specifically modified herein, all other sections of the Huntington
Beach Downtown Specific Plan shall remain in full force and effect. '

SECTION 3: This ordinance shall become effective immediately upon certification of the
_California Coastal Commission.

- PASSED AND ADOPTED by the City Council of the City of Huntington Beach at a regular

meeting thereof held onthe 444 day of April . ,200s.

ATTEST:

Ci%lerk %"

REVIEWED AND APPROVED APPROVED AS TO FORM:

C/ty Admisistrator ey ty Attorfiey LY %hlos
INITIATED AND APPROVED:
Digéctor of Plarfrling

ord/05zoning/downtown SP timeshares C C?
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Res. No. 2005-20

STATE OF CALIFORNIA
COUNTY OF ORANGE ) ss:
CITY OF HUNTINGTON BEACH )

I, JOAN FLYNN, the duly elected, qualified City Clerk of the City
of Huntington Beach, and ex-officio Clerk of the City Council of said City, do
hereby certify that the whole number of members of the City Council of the
City of Huntington Beach is seven,; that the foregoing resolution was passed
and adopted by the affirmative vote of at least a majority of all the members of
said City Council at an regular meeting thereof held on the 21st of March,
2005 by the following vote:

AYES: Hansen, Coerper, Hardy, Green, Bohr
NOES: Sullivan, Cook

ABSENT: None

ABSTAIN: None

CitgLClerk and ex-officio (Aerk of the
City Council of the City of
Huntington Beach, California



ORDINANCENO. _3702

AN ORDINANCE OF THE CITY OF HUNTINGTON BEACH
AMENDING THE DOWNTOWN SPECIFIC PLAN OF
THE CITY OF HUNTINGTON BEACH

WHEREAS, the City Council of the City of Huntington Beach has prekusly adopted the
Downtown Specific Plan; and

Pursuant to the California State Planning and Zoning Law, the Huntington Beach Planning
Commission and Huntington Beach City Council have held separate, duly noticed public hearings
relative to amending the Downtown Specific Plan, wherein both bodies have carefully considered
all information presented at said hearings; and

After due consideration of the findings and recommendations of the Planning Commission
and all other evidence presented, the City Council finds that the aforesaid amendment is proper and
consistent with the General Plan,

NOW, THEREFORE, the City Council of the City of Huntington Beach does hereby ordain
as follows:

SECTION 1: The Downtown Specific Plan is hereby amended as set forth in the
Legislative Draft attached hereto as Exhibit A.

SECTION 2: Except as specifically modified herein, all other sections of the Huatington
Beach Downtown Specific Plan shall remain in full force and effect.

SECTION 3: This ordinance shall become effective immediately upon certification of the
California Coastal Commission.

PASSED AND ADOPTED by the City Council of the City of Huntington Beach at a regular

meeting thereof held onthe 44 dayof _ april j ,2005.
ATTEST:
Clerk
REVIEWED AND APPRO APPROVED AS TO FORM:
/’WW
Cﬁy Admitdstrator .51 ty Attorbey LM #hlos
' D AND APPROVED
Dﬂéctor of Plannmg

C:O/

ord/05zoning/downtown SP timeshares
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Public open space: Outdoor or unenclosed area on the ground floor or above floor
levels designed and accessible for use by the general public. Public open space may
include one of the following: patios, plazas, balconies, gardens or view areas accessible
to the general public, and open air commercial space, open to the street on the first
floor, or on at least one side, above the first floor, or open to the sky. The open space
requirement can be met anywhere in the development; however, open space provided
above the second floor will receive only fifty (50) percent credit toward this
requirement. This requirement cannot be met by open areas which are inaccessible to
the general public or are contrary to specific requirements of a district.

Public right-of-way: That property dedicated through acquisition or easement for the
public right-of-way or utility purposes which includes the area spanning from the
property line on one side of a street to the property line on the other side of a street.

Recreational Vehicle: A travel Trailer, pick-up camper or motorized home with or
without a mode of power and designed for temporary human habitation for travel or
recreational purposes.

Rehabilitation: The physical repair, preservation, or improvement of a building or
structure. Does not include an expansion of existing floor area greater than ten (10)
percent; does not increase the building height; does not result in an increase in
permitted density.

Residual parcel: A legal lot which does not meet the requirements for a building site
within the District in which it is located, and where the abutting sites are already

developed.

Right-of-Way (ROW): That portion of property which is dedicated or over which an
easement is granted for public streets, utilities or alleys.

Semi-subterranean parking: Parking structure which is partially recessed into the
development site, and which may or may not support additional structures above (e.g.
dwelling units, tennis courts, or parking structures).

Sethack: A stipulated area adjacent to the lot lines which must be kept free of
structures over forty-two (42) inches high.

Street level: The elevation measured at the centerline of the public street adjacent to the
front setback at a point midway between the two side property lines.

Suite Hotel: A building designed for or occupied as a temporary lodging place which
contains guest rooms and may contain kitchenettes and a separate living room for each

unmt.

Timeshares: Any master planned development wherein a purchaser
receives the right in perpetuity, for life, or for a term of years, to the
recurrent, exclusive ase or occu[lrancy of a lot, parcel, unit, room(s), or
segment of real property, annually or on some other seasonal or
riodic basis, for a period of time that has been or will be allotted
rom the use or occupancy periods into which the project has been
divided and shall include, but not be limited to timeshare estate,
interval ownership, vacation license, vacation lease, club membership,
timeshare use, comiomimum/hotel, or uses of a similar nature.

Townlot: The area and parcels bounded by Pacific Coast Highway on the southwest,
Goldenwest Street on the northwest, Palm Avenue on the north and northeast, and Sixth
Street on the east and southeast.

G:DWNTWNSP 4 Downtown Specific Plan
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4.9 DISTRICT #7; VISITOR-SERVING COMMERCIAL

Purpose. This District extends southeast of the Downtown core adjacent to Pacific
Coast Highway. The principal purpose of this District is to provide commercial
facilities to serve seasonal visitors to the beaches as well as to serve local residents on a
year round basis. This District also provides a continuous commercial link between the
Downtown and the visitor-commercial/recreation District near Beach Boulevard.

Boundaries. District #7 extends from First Street to Huntington Avenue between PCH
and the proposed Walnut Avenue extension. -

49.01 Permitted Uses.

(a) The following list of Visitor-Serving Commercial uses in District No. 7 may be
allowed. Other visitor serving related uses as described in the Land Use Plan, and
which have the same parking demand as the existing use not specified herein may
be allowed subject to the approval of the Director. Change of use shall be subject
to the approval of the Director:

Art gallery

Bakeries

Banks and savings and loans branch offices (not to exceed five-thousand
(5,000) square feet)

Beach, swimming and surfing equipment

Bicycle sales, rental and repair

Boat and marine supplies

Bookstores

Carts and Kiosks pursuant to Section 230.94 of the Huntington Beach
Zoning and Subdivision Ordinance

Clothing stores

Delicatessens

Florists

Groceries (convenience)

Ice cream parlors

Laundromats, laundries

Meat or fish markets

Newspaper and magazine stores

Newsstands

Outdoor dining pursuant to $.4.2.33

Photographic equipment sales

Photographic processing _

Professional Office (not to exceed fifty [50] percent of total floor area)
Public Transportation Center

Shoe stores

Sporting goods

Tourist related public and semi-public buildings, services and facilities
Travel agency

* *

* * & &

* S * ¢ & b e e

Note: Visitor-serving commercial uses must be a part of all development proposals in
this District, with a minimum requirement that the entire street level be devoted to
Visitor-Serving Commercial Uses.

1
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(b) The following list of uses, or change of such use in District No. 7 may be allowed
subject to the approval of a Conditional Use Permit.

Automobile service stations

Dancing and/or live entertainment

Health and sports clubs

Liquor stores

Restaurants

Taverns

Theaters

Hotels and motels

Permanent parking lots and parking structures
Timeshare Units pursuant to section 4.9.12

* * 4 & ¢ ¢+ + & @

49.02 Minimum Parcel Size. No minimum parcel size shall be required for this District.
However, prior to the approval of any development, including subdivision, a master site
plan for the entire District shall be approved by the Planning Commission.
Development which is in conformance with the site plan may then be permitted.

4,9.03 Maximum Density/Intensity.

(@) The maximum intensity of development shall be calculated by Floor Area Ratio
(FAR) for the District. The floor area ratio shall apply to the whole District. The
floor area ratio shall be 3.0 calculated on net acreage.

49.04 Maximum Building Height. The maximum building height shall be eight (8) stories.

4.9.05 Maximum Site Coverage. The maximum site coverage shall be fifty (50) percent of the
net site area.

4.9.06 Setback (Front Yard). The minimum front yard setback for all structures exceeding
forty-two (42) inches in height shall be fifty (50) feet from PCH.

4.9.07 ?etmgk (Side Yard). The minimum exterior side yard requirement shall be twenty (20)
eet.

49.08 Setback (Rear Yard). The minimum rear yard setback shall be twenty (20) feet from the
proposed Walnut Avenue extension.

Note: An additional ROW dedication will be required to provide for the Walnut
Avenue extension.

4.9.09 Setback (Upper Story). No upper story setback shall be required in this District.

4.9.10 Open Space. Public open space and/or pedestrian access shall be required for
development projects in order to assure a predominantly visitor-serving orientation.

4.9.11 Corridor Dedication. Development in District #7 shall require the dedication of a twenty
(20) foot corridor between Atlanta Avenue and PCH for public access between the
southern end of the Pacific Electric ROW and PCH. This requirement may be waived if
an alternative public use is provided or if the corridor is deemed unnecessary by the City.
émy proposal for an altemative public use must be approved by the Planning

ommission.

G:DWNTWNSP 52 Downtown Specific Plan
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4.9.12 Timeshares. May be permitted as part of a master planned
development and shall be conditioned as follows:

a) At least twenty-five percent of the units be permanently reserved for
transient overn&ght accommodations during the peak summer season
Sbegmmn the :B' before Memorial Day weekend and ending the

ay after Labor Day)

b) The timeshare facility shall ogerate as a hotel including
requirements for a centralized reservations system, check-in
services, advertising, security, and daily housecleaning.

c) A des.cri?ti(m specifying how the twenty-five percent reserved
transient overnight requirement of Section 4.9.12 (a) will be satisfied

within the master planned development must be submitted at time of
application. '

’ 3
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4.11

4.11.01

4.11.02

4.11.03

4.11.04
4.11.05

DISTRICT #9: COMMERCIAL/RECREATION

Purpose. The purpose of this District is to encourage large, coordinated development
that is beach-oriented and open to the public for both commercial and recreational

puIposes.

Boundaries. District #9 is bounded by PCH on the south, Beach Boulevard on the east,
Huntington Street on the west, and on the north by the proposed Walnut Avenue
extension.

Permitted Uses.

(@) The following list of commercial recreation uses in District No. 9 may be allowed.
Other visitor serving related uses as described in the Land Use Plan, and which
have the same parking demand as the existing use not specified herein may be
allowed subject to the approval of the Director. A change of use shall be subject
to the approval of the Director. For example:

. Carts and Kiosks pursuant to Section 230.94 of the Huntington Beach
Zoning and Subdivision Ordinance

. Retail sales

. Tourist related uses

. Outdoor dining pursuant to S.4.2.33

(b) The following list of uses, or change of such use in District No. 9 may be allowed
subject to approval of a Conditional Use Permit. For example:

Dancing and/or Live entertainment

Recreational facilities

Restaurants

Hotels, motels

Timeshare Units pursuant to section 4.11.13

* * & ¢+ @

Minimum Parcel Size. No minimum parcel size shall be required for this District.
However, prior to approval of a Conditional Use Permit by the Planning Commission
for any development, a master site plan for the entire District shall be approved by the
Planning Commission. Development which is in conformance with the site plan may
then be permitted.

Maximum Density/Intensity. The maximum intensity of development shall be
calculated by floor area ratio (FAR) for this District. The floor area ratio shall apply to
the entire project area. Floor area ratios shall be calculated on net acreage.

(@) The maximum floor area for developments in this District shall be calculated with
a multiple of 3.0.

Maximum Building Height. No maximum building height shall be required.

Maximum Site Coverage. The maximum site coverage shall be thirty-five (35) percent
of the net site area.

Note: A maximum of twenty-five (25) percent of the net site area can be used for
parking and vehicular accessways.
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4.11.06 Setback (Front Yard). The minimum front yard setback for all structures exceeding
forty-two (42) inches in height shall be fifty (50) feet, from PCH and Beach Boulevard.

4.11.07 Setback (Side Yard). The minimum exterior side yard requirement shall be twenty (20)
feet.

Exception: The minimum exterior yard requirement from Beach Boulevard shall be
fifty (50) feet.

4.11.08 Setback (Rear Yard). The minimum rear yard setback shall be twenty (20) feet.

Note: An additional ROW dedication will be required to provide for the Walnut
Avenue extension.

4.11.09 Setback (Upper Story). No upper story setback shall be required.

4.11.10 Open Space. Development projects within this District shall provide public open space.
A minimum of thirty (30) percent of the net site area must be provided for such a
purpose. This area shall be available for public or semi-public uses for recreational
purposes. Open space must have minimum dimensions of twenty-five (25) feet in each
direction . Paved areas devoted to streets, driveways and parking areas may not be
counted toward this requirement. A maximum of fifteen (15) percent of the required
thirty (30) percent may be enclosed recreation space such as gyms, handball courts,
health clubs, interpretive centers or similar facilities. A fee may be imposed for the use
of such facilities.

4.11.11 Pedestrian Overpass. A pedestrian overpass may be required to connect the
development in this District to the City Beach, as a condition of approval for any new
development on, or further subdivision of, parcels within the District. The City may
waive this requirement if the City determines that overpasses are unnecessary or
impractical considering the type and design of new developments.

4.11.12 Mobile home District. A portion of District #9 is zoned for mobile home use. Within
this mobile home area, the provisions of the Mobile home District of the Huntington
Beach Zoning and Subdivision Ordinance shall apply (see Section 4.16).

4.11.13 Timeshares. MaX be rermitted as part of a master planned
development and shall be conditioned as follows:

a) At least twenty-five percent of the units be permanently reserved for
transient overnight accommodations during the peak summer season
gbeginnin the s]a;' before Memorial Day weekend and ending the

ay after Labor Day).

b) The timeshare facility shall operate as a hotel including
requirements for a centralized reservations system, check-in
services, advertising, security, and daily housecleaning.

c) A description specifying how the twenty-five percent reserved
transien oyermﬁ&lt requirement of Section 4.11.13 (a) will be
satisfied within the master planned development must be submitted
at time of application.

i v
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Public open space: Outdoor or unenclosed area on the ground floor or above floor
fevels designed and accessible for use by the general public.’ Public open space may
include one of the following: patios, plazas, balconies, gardens or view areas accessible
to the general public, and open air commercial space, open to the street on the first
floor, or on at least one side, above the first floor, or open to the sky. The open space
requirement can be met anywhere in the development; however, open space provided
above the second floor will receive only fifty (50) percent credit toward this
requirement. This requirement cannot be met by open areas which are inaccessible to
the general public or are contrary to specific requirements of a district.

Public right-of-way: That property dedicated through acquisition or easement for the
public right-of-way or utility purposes which includes the area spanning from the
property line on one side of a street to the property line on the other side of a street.

Recreational Vehicle: A travel Trailer, pick-up camper or motorized home with or
without a mode of power and designed for temporary human habitation for travel or
recreational purposes.

Rehabilitation: The physical repair, preservation, or improvement of a building or
structure. Does not include an expansion of existing floor area greater than ten (10)
percent; does not increase the building height; does not result in an increase in
permitted density.

Residual parcel: A legal lot which does not meet the requirements for a building site -
within the District in which it is located, and where the abutting sites are already

developed.

Right-of-Way (ROW): That portion of property which is dedicated or over which an
easement is granted for public streets, utilities or alleys.

Semi-subterranean parking: Parking structure which is partially recessed into the
development site, and which may or may not support additional structures above (e.g.
dwelling units, tennis courts, or parking structures).

Setback: A stipulated area adjacent to the lot lines which must be kept free of
structures over forty-two (42) inches high.

Street level: The elevation measured at the centerline of the public street adjacent to the
front setback at a point midway between the two side property lines.

Suite Hotel: A building designed for or occupied as a temporary lodging place which
contains guest rooms and may contain kitchenettes and a separate living room for each
unit.

Timeshares: Any master planned development wherein a purchaser
receives the right in perpetuity, for life, or for a term of years, to the
recurrent, exclusive use or occu[l)ancy of a lot, parcel, unit, room(s), or
segment of real property, annually or on some other seasonal or
Fenodlc basis, for a period of time that has been or will be allotted
rom the use or occupancy periods into which the project has been
divided and shall include, but not be limited to timeshare estate,
interval ownership, vacation license, vacation lease, club membership,
timeshare use, conciominium/hotel, or uses of a similar nature.

Townlot: The area and parcels bounded by Pacific Coast Highway on the southwest,
Goldenwest Street on the northwest, Palm Avenue on the north and northeast, and Sixth
Street on the east and southeast.
G:DWNTWNSP 4 Downtown Specific Plan 7V
Revised 2/06/02 (Q O



PKF

Consulting

December 17, 2004 805 South Figuerca Sireet
) Sulte 104

Ms. Rosemary Medel
Associate Planner

City of Huntington Beach
2000 Main Street
Huntington Beach, California 92648 et YT 2004

COASTA, -
Dear Ms. Medel; QASTAL

PKF Consulting has been retained by the Robert Mayer Corporation to analyze for the City
of Huntington Beach the adequacy of the hotel supply within Huntington Beach and
Sunset Beach. To conduct our analysis, we have evaluated the existing supply of hotels and
hotel rooms within this market, the rooms available at each quality level, and the
monthly/seasonal occupancies and average daily rates for a representative sample. We
also looked at two comparable California destinations relative to these same criteria,
namely Carmel and Santa Barbara.

Based on the analysis presented herein, we conclude that there is an adequate supply of
transient visitor accommeodations in the Huntington Beach and Sunset Beach market.

This report is subject to the attached Statement of Assumptions and Limiting Conditions.
Qur analysis and conclusions are based on the following facts and assumptions.

Huntington Beach/Sunset Beach Hotel Supply

The market comprised of Huntington Beach and Sunset Beach contains 1,795 hotel rooms
in 21 hotels. These hotels offer a wide range of quality levels, from one- to four-diamond
equivalency ratings, which translates to a wide range of rooms at differing rates available to
overnight visitors. The ratings and equivalencies are based on the AAA standards of quality
for hotel ratings, with which the majority of hotels are affiliated. The table on the following
page shows the number of hotels and hotel rooms within each quality level.

Huntington Beach/Sunset Beach
Dispersion of Hotel Quality Levels

Quality Rating Total Total Number
{in diamonds) Hotels of Rooms

e 2 807

voo 4 363 COASTAL COMMISSION
L X 8 411
* 7 214 D

Source: Automobile Association of America ' EXHIBIT #
and PKF Consulting
PAGE_\____oF Ll

WNG LCPA 2-D0

A wholly owned subsidiary of Hospitality Asset Advisors International, Inc.




This chart shows that from a physicality standpoint, there are a number of hotel rooms
within the market positioned to capture a wide variety of guests.

Definition of “Transient Visitor Accommodations” and “Adequate Supply”

Based on our analysis, which is presented and substantiated in the following, we conclude
that there is an adequate supply of transient visitor accommodations within Huntington
Beach and the Huntington Beach/Sunset Beach hotel market. Before detailing our analysis
and rationale, it is important to provide definitions of “transient visitor accommodations”
and “adequate supply.”

Transient visitor accommodations are defined as lodging that is available for rent for a
minimum of one night to a maximum of thirty days for the purposes of visiting a
destination for commercial, leisure, group, government, military, or other temporary
purposes. Transient visitor accommodations are subject to transient occupancy tax, which
is discussed in more detail later in this letter,

An adequate supply of rooms within a hotel market would be defined as a large enough
capacity to accommodate the demand desiring hotel rooms in that market in all seasons,
including during times of peak levels of demand. In a previous study of room supply in
another California destination, having an “adequate supply” was reported as market
occupancies lower than 95 percent during peak periods of demand. If occupancies exceed
95 percent during peak visitation months, it was deemed that a surplus of rooms was not
available and therefore the supply was not adequate. If occupancies during peak demand
periods did not exceed 95 percent, then it was concluded that an adequate supply was
available.

From the alternative perspective, adequate supply must also achieve an economic balance
that prevents an oversupply of rooms during lower periods of demand. By achieving this
balance, profitability of the individua! hotels can be maintained at a level where regular
maintenance and capital expenditures can be sustained and properties are not forced into
bankruptcy due to idle capacities. An over-saturation of hotel supply within a market can
cause just such consequences. Destination markets such as Phoenix and Salt Lake City
have experienced this problem. Salt Lake City is a ski resort that is located proximate to the
city center, while Phoenix is a desert destination with self-contained resorts and resort
activities such as golf and tennis. In such markets, it may be easy to find land zoned for
hotel use, and when financing is readily available additional supply can ensue. However, if
demand does not keep pace with supply, the consequences are idle capacity, deferred
property upkeep, and potentially bankruptcies.

Based on these definitions, a market containing an adequate supply of hotel rooms would

also be considered a “healthy” and balanced market. The inverse would also be true, that
a “healthy” and balanced market contains an adequate supply of hotel rooms.
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Effect of Rate on Occupancy Levels

An important consideration when determining adequate supply is the effect of rates on
occupancy levels. Typically there is an inverse relationship between occupancy and rates
in hotel markets. More specifically, occupancies will typically increase as rates decrease,
and alternately occupancies will decrease as rates rise. Independent of location-specific
demand, significant peaks in occupancy levels can also signify rates that are below market
levels, and low occupancy levels can be indicative of rates that are higher than the market
can bear.

Advance Reservation Accommodation

Of course, even during peak periods of demand, a visitor seeking accommodations can
very likely be accommodated if reservations are made in advance. Peaks in demand are
often fueled by last-minute reservations and walk-in demand that may not have originally
sought accommodations or planned to stay in the particular market.

Proximity to Regional Supply

Unlike other visitor destinations, which may be located in more remote areas with limited
facilities and amenities available, Huntington Beach is located within the greater Orange
County and Los Angeles County markets. With its beachfront location near the northern
border of Orange County, just a few miles from the southern border of Los Angeles, visitors
to Huntington Beach have the option to stay in the immediate area, or choose from over
50,000 hotel rooms within Orange County or over 100,000 rooms within Los Angeles
County.

Visitation to Huntington Beach

With annual visitation levels of approximately 11 million, Huntington Beach is an
attractive tourist destination, Of these visitors, a significant number are day visitors who do
not require overnight accommodations in Huntington Beach. This is due to a number of
factors, including the high quality of the surf which draws surfers from the immediate
region, as well as the accessibility of the City’s beaches and the abundance of parking
proximate to the beach. Therefore, a high level of visitation does not directly translate into
a high demand for transient overnight accommodations,

Seasonaliiy and Patterns of Demand

Huntington Beach is less of a seasonal market than other visitor destinations, for two key
reasons. First, its location within the Los Angeles Basin, as discussed in the previous
paragraph, generates demand from a number of segments (leisure, commercial, and group)
throughout the year. Of course, additional demand is captured during the summer months
and on weekends due to Huntington Beach’s ocean orientation. It is important to note that
weekends are a time of high demand for Huntington Beach, even outside of the summer
months, illustrating that Huntington Beach is more of a year-round destination than several
other visitor markets.

o,



Second is the weather pattern in Huntington Beach, which is mild and sunny for most
months of the year. The average temperature in Huntington Beach is 62 degrees
Fahrenheit, from a fow of 50 degrees Fahrenheit in December to a high just over 80
degrees Fahrenheit in August. Much of the coastline within Orange and Los Angeles
Counties is comprised of south- and southwest-facing beaches, offering a better climate
year-round than its San Diego, Central California, and Northern California neighbors. As
one moves south along the California coast to San Diego, coastal weather patterns bring
fog during the summer months, specifically in the morning hours. Moving north along the
coastline, temperatures tend to be lower on the average (57 degrees Fahrenheit in Carmel)
accompanied by wind and heavier levels of precipitation.

Long-Term Permanency of Hotel Supply

The economic impact of tourism is extremely significant within southern California,
especially in coastal markets. This has not only benefited hotel owners and operators in the
profitability of their hotel properties, but also provides significant revenues to individual
cities. Cities benefit from hotel developments within their borders through transient
occupancy tax (TOT) revenues charged on every hotel room night sold, and may also
receive considerable revenues from property tax income, particularly from developments
located within the redevelopment zones. These revenues can be a significant portion of the
City’s revenue and budgetary considerations, and is so coveted that some cities have either
contributed to private hotel developments or developed hotel properties themselves to get
a foothold in these valuable revenue streams. Because of the importance of these revenue
sources to cities, it is highly unlikely that existing hotel properties will cease to exist or that
fand available for development or redevelopment of hotels or other visitor-serving
accommodations would be rezoned for other uses. This further protects the adequacy of
supply in all markets in the long-term, including Huntington Beach.

Diversity of Hotel Product within Huntington Beach

As mentioned in the beginning of this letter, Huntington Beach offers a diverse selection of
hotel products, relative to the facilities and amenities offered, quality level, and rate. As
every quality level from one- to four-diamond is represented within the market, this ensures
that anyone seeking accommodations in Huntington Beach, regardless of price, will have
lodging options available to them. Occupancies levels in all months suggest appropriate
rate positioning of the properties within the market and a balanced supply to satisfy the
demand in the market.

Analysis of Adequate Supply
We have completed an analysis of occupancy segmented by month for the Huntington
Beach market, as well as for the markets of Santa Barbara and Carmel. We further divided
Huntington Beach into quality levels to determine whether the supply is appropriately
paired with the demand. For Huntington Beach we used a sampling of the hotel market
totaling nearly 1,200 rooms, or 67 percent of the total hotel supply within the Huntington
Beach/Sunset Beach market. The hotels in the sample represent the two-, three-, and four-
diamond quality levels.

Al
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The following table presents the occupancy and rate by month for the Huntington Beach
market.

Huntington Beach/Sunset Beach
Estimates of Hotel Occupancy and Rate by Month

(Trailing Twelve Months)

TOTAL 4-Diamond 2-3 Diamond

Month Occ % ADR Qcc % ADR Qcc%  ADR
October 2003 | 51.0% $138.98 | 54.3% $167.24 | 43.6% $60.03
November 54.4 137.10 | 59.1 163.77 | 44.0 56.92
December 51.8 131.10 | 531 161.99 | 48.9 56.00
lanuary 2004 | 58.3 131.71 | 621 158.41 | 49.9 57.19
February 62.1 145.35 | 70.6 168.81 | 43.1 59.18
March 62.0 142.82 | 66.0 172,12 { 52.8 60.67
April 63.3 147.74 | 71.0 172.94 | 46.1 60.80
May 65.9 145.30 | 70.0 175.84 | 56.8 61.03
June 74.0 147,90 | 77.0 180.17 | 67.4 65.23
july 78.6 169.93 | 82.1 209.71 | 709 66.72
August 75.4 165.08 | 80.4 200.08 | 64.1 66.72
September 63.6 148.40 | 67.2 180.72 | 55.6 60.80

Bold typeface denotes occupancies in excess of 80 percent.
Source: Individual Hotels and PKF Consulting

The occupancy levels shown above show that even during the period of highest demand,
which has historically been the month of July, an average of 384 units remain available
each night of the month to capture potential future demand. Occupancies in the summer
months have not exceed 79 percent as a market, which is well under the benchmark of 95
percent that would suggest an inadequate supply. This leads to the conclusion that there is
an adequate supply of hotel rooms in the Huntington Beach and Sunset Beach market.

As a test of reasonableness, we evaluated two other destination markets within California
as to the adequacy of their hotel supply. Both of these markets, Santa Barbara and Carmel,
are located in more remote areas, have a lower population base, require more lengthy
travel from major metropolitan areas, and have fewer amenities within their overall
vicinities. This features lead to occupancies during high periods of demand in excess of 80
percent for the Santa Barbara and Carmel markets, and in one instance, in excess of 90
percent. The following table shows the monthly rate and occupancy levels for a
representative sample of hotels within Santa Barbara and Carmel.
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Santa Barbara and Carmel
Estimates of Hotel Occupancy and Rate by Month
(Trailing Twelve Months)

Santa Barbara Carmel

Month Qcc % ADR Qcc % ADR
QOctober 2003 74.2% $176.74 N/A N/A
November 67.1 164.65 84.1% $252.74
December 55.0 153.51 51.9 194.72
january 2004 59.3 152.75 60.3 207.19
February 68.1 164.97 64.4 198.33
March 70.1 157.93 69.4 220.88
April 67.4 166.67 68.7 226.49
May 67.7 176.90 77.7 241.52
june 71.8 182.78 731 265.97
July 84.0 206.91 76.7 275.93
August 88.0 220.52 89.8 288.09
September 76.2 184.42 92.0 325.04
Qctober 74.1 174.51 83.4 280.16
November N/A N/A 78.0 289.00

Bold typeface denotes occupancies in excess of 80 percent.
Source: Individual Hotels and PKF Consulting

Based on our analysis and interpretation of this data, coupled with our knowledge of the
overall hotel industry and our experience in the Huntington Beach hotel market, we
conclude that there is an adequate supply of transient visitor accommodations (hotel
rooms) in Huntington Beach.

Future Hotel Development within Huntington Beach

Huntington Beach possesses opportunities for continued hotel development, Currently,
140 hotel rooms are planned in the downtown area at the intersection of Fifth Street and
Pacific Coast Highway and major portions of the downtown area remain zoned for mixed-
use and commercial developments that can support visitor accommodation in the long-
term future. Additionally, there is significant acreage along Pacific Coast Highway with
water views that is zoned for hotels and other visitor-serving uses which can be expected to
be developed as existing oil production on the sites is depleted and phased out. Therefore,
even with continued growth in population and the resulting induced demand for transient
accommodations, we believe that the additional inventory planned and proposed will
maintain an adequate supply of transient visitor accommodations in the future.

Should you have any questions relative to our assumptions and conclusions, or in the
interpretation of the information contained herein, we would be happy to provide our
assistance. We appreciate the opportunity to work on this most interesting assignment.

Most sincerely,

PKF Consulting

B&uCe Balti
Senior Vice President
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Addendum

Statement of Assumptions and Limiting Conditions



STATEMENT OF ASSUMPTIONS AND LIMITING CONDITIONS

This report is made with the following assumptions and limiting conditions:

Economic and Social Trends - The consultant assumes no responsibility for economic, physical or demographic
factors which may affect or alter the opinions in this report if said economic, physical or demographic factors were not
present as of the date of the letter of transmittal accompanying this report. The consultant is not obligated to predict future
political, economic or social trends.

Information Furnished by Others - in preparing this report, the consultant was required to rely on information
furnished by other individuals or found in previously existing records and/or documents. Unless otherwise indicated, such
information is presumed to be reliable. However, no warranty, either express or implied, is given by the consultant for the
accuracy of such information and the consultant assumes no responsibility for information relied upon later found to have
been inaccurate. The consultant reserves the right to make such adjustments to the analyses, opinions and conclusions set
forth in this report as may be required by consideration of additional data or more reliable data that may become available.

Hidden Conditions - The consultant assumes no responsibility for hidden or unapparent conditions of the property,
subsoil, ground water or structures that render the subject property more or less valuable. No responsibility is assumed for
arranging for engineering, geologic or environmental studies that may be required to discover such hidden or unapparent
conditions.

Hazardous Materials - The consultant has not been provided any information regarding the presence of any material
or substance on or in any portion of the subject property or improvements thereon, which material or substance possesses or
may possess toxic, hazardous and/or other harmful and/or dangerous characteristics. Unless otherwise stated in the report,
the consultant did not become aware of the presence of any such material or substance during the consultant’s inspection of
the subject property. However, the consultant is not qualified to investigate or test for the presence of such materials or
substances. The presence of such materials or substances may adversely affect the value of the subject property. The value
estimated in this report is predicated on the assumption that no such material or substance is present on or in the subject
property or in such proximity thereto that it would cause a loss in value. The consultant assumes no responsibility for the
presence of any such substance or material on or in the subject property, nor for any expertise or engineering knowledge
required to discover the presence of such substance or material. Unless otherwise stated, this report assumes the subject
property is in compliance with all federal, state and local environmental laws, regulations and rules.

Zoning and Land Use - Unless otherwise stated, the projections were formulated assuming the hotel to be in full
compliance with all applicable zoning and land use regulations and restrictions.

Licenses and Permits - Unless otherwise stated, the property is assumed to have all required licenses, permits,
certificates, consents or other legislative and/or administrative authority from any local, state or national government or
private entity or organization have been or can be obtained or renewed for any use on which the value estimate contained in
this report is based.

Engineering Survey - No engineering survey has been made by the consultant. Except as specifically stated, data
relative to size and area of the subject property was taken from sources considered reliable and no encroachment of the
subject property is considered to exist.

Subsurface Rights - No opinion is expressed as to the value of subsurface oil, gas or mineral rights or whether the
property is subject to surface entry for the exploration or removal of such materials, except as is expressly stated.

Maps, Plats and Exhibits - Maps, plats and exhibits included in this report are for illustration only to serve as an aid
in visualizing matters discussed within the report. They should not be considered as surveys or relied upon for any other
purpose, nor should they be removed from, reproduced or used apart from the report.

Legal Matters - No opinion is intended to be expressed for matters which require legal expertise or specialized
investigation or knowledge beyond that customarily employed by real estate consultants.
DCT



STATEMENT OF ASSUMPTIONS AND LIMITING CONDITIONS

(continued)

Right of Publication - Possession of this report, or a copy of it, does not carry with it the right of publication. Without
the written consent of the consultant, this report may not be used for any purpose by any person other than the party to
whom it is addressed. In any event, this report may be used only with proper written qualification and only in its entirety for
its stated purpose.

Testimony in Court - Testimony or attendance in court or at any other hearing is not required by reason of rendering
this appraisal, unless such arrangements are made a reasonable time in advance of said hearing. Further, unless otherwise
indicated, separate arrangements shall be made concerning compensation for the consultant's time to prepare for and attend
any such hearing.

Archeological Significance - No investigation has been made by the consultant and no information has been
provided to the consultant regarding potential archeological significance of the subject property or any portion thereof. This
report assumes no portion of the subject property has archeological significance.

Compliance with the American Disabilities Act - The Americans with Disabilities Act ("ADA" became
effective January 26, 1992. We assumed that the property will be in direct compliance with the various detailed
requirements of the ADA.

Definitions and Assumptions - The definitions and assumptions upon which our analyses, opinions and
conclusions are based are set forth in appropriate sections of this report and are to be part of these general assumptions as if
included here in their entirety.

Dissemination of Material - Neither all nor any part of the contents of this report shall be disseminated to the
general public through advertising or sales media, public relations media, news media or other public means of
communication without the prior written consent and approval of the consultant(s).

Distribution and Liability to Third Parties - The party for whom this report was prepared may distribute copies
of this appraisal report only in its entirety to such third parties as may be selected by the party for whom this report was
prepared; however, portions of this report shall not be given to third parties without our written consent. Liability to third
parties will not be accepted.

Use in Offering Materials - This report, including all cash flow forecasts, market surveys and related data,
conclusions, exhibits and supporting documentation, may not be reproduced or references made to the report or to PKF
Consulting in any sale offering, prospectus, public or private placement memorandum, proxy statement or other document
("Offering Material") in connection with a merger, liquidation or other corporate transaction unless PKF Consulting has
approved in writing the text of any such reference or reproduction prior to the distribution and filing thereof.

Limits to Liability - PkF Consuiting cannot be heid liable in any cause of action resulting in litigation for any dollar
amount which exceeds the total fees collected from this individual engagement.

Legal Expenses - Any legal expenses incurred in defending or representing ourselves concerning this assignment will be
the responsibility of the client.
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Tuesday, September 19, 2006

Huntington's hostel sold

The future of the former cheap haven for vacationing
Europeans and surfers is uncertain. It might become a
bed and breakfast or a women's retreat.

By DAVID LETTIS
THE ORANGE COUNTY REGISTER

HUNTINGTON BEACH — The former Huntington Beach Hostel — a haven for surfers
and international travelers seeking low-cost rooms close to the beach — has sold for $1.8
million.

The new owner was not disclosed Monday.

"It won't be the international hostel anymore but we didn't want to see the building torn
down," said Kevin Yarter, an investor who will oversee renovations of the Eighth Street
property for the owner.

Possibilities include a bed and breakfast or women's retreat, he said.

Residents and business leaders say the loss of the city's only hostel could make it more
difficult for international travelers and students to afford Surf City.

"The sad news is that our low-price accommodations are slowly disappearing," said Doug
Traub, president of the Huntington Beach Conference and Visitors Bureau. "That just
means that for international groups with very modest means, it's becoming very difficult
to stay in Huntington Beach."

Known until earlier this year as the Colonial Inn, the hostel had 38 dormitory-style beds
and catered to Europeans, Australians and surfers. Guests paid $22 a night.

It closed July 31. Fullerton has the only other hostel in Orange County.

Mary Parkinson and her husband, Jim, bought the wood-framed house in 1982 for
$180,000. In January, Parkinson said the hostel didn't fit in with the neighborhood —
where single-story bungalows have been replaced with million-dollar, three-story homes.

The property went on the market in November for $2.6 million. The 4,800-square-foot
house was built in 1906 and opened as the Evangeline Hotel.
COASTAL COMMISSION
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The effects of the closure are being felt in the surfing community.




"I'm a little sad because all these people from all over the world come and stay there and
most of them are surfers,” said Rick Fignetti, owner of Rockin Fig Surf Headquarters on

Main Street.

"They knew they had a nice place to stay for cheap," he said. "A lot of them are students
with small bank accounts and it was their life's dream to make it out to Huntington

Beach."

CONTACT US: 714-796-6696 or dlettis@ocregister.com

LANDMARK: The former Huntington Beach Hostel, once a mecca for young people
vacationing on a lean budget, sold for $1.8 million. Guests paid $22 a night. Built in
1906, the 4,800-square-foot building opened as the Evangeline Hotel.

MARK AVERY, THE ORANGE COUNTY REGISTER
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