STATE OF CALIFORNIA—NATURAL RESOURCES AGENCY EDMUND G. BROWN JR., GOVERNOR

CALIFORNIA COASTAL COMMISSION

CENTRAL COAST DISTRICT OFFICE
725 FRONT STREET, SUITE 300
SANTA CRUZ, CA 95060

PHONE: (831) 427-4863

FAX: (831) 427-4877

WEB: WWW.COASTAL.CA.GOV

Click here to go to
original staff report a

Prepared December 10, 2014 for December 11, 2014 Hearing

To: Commissioners and Interested Persons

From:  Susan Craig, District Manager
Karen Geisler, Coastal Planner

Subject: STAFF REPORT ADDENDUM for Thl2a
Appeal Number A-3-STC-14-0049 (La Bahia Hotel)

The purpose of this addendum is to provide some additional context and materials for
consideration in the above-referenced matter, all of which is related to the relative feasibility of
the various options considered for development at the La Bahia site. Specifically, this addendum
adds several documents, which were relied on by the City in making its CDP determination, as
exhibits to the staff report. This addendum also adds some background findings regarding some
of the differences between this project and the project that was the subject of an LCP amendment
in 2011. These additions only refine the staff report and recommendation, and do not alter the
recommendation, which continues to be that the Commission find no substantial issue.

1. Add the following exhibits (see attached) to the staff report as noted:
Exhibit 9: “Structural Engineering Review” by Biggs Cardosa Associates, Inc. (December
18, 2013).

Exhibit 10: “La Bahia Hotel Proposed Project and EIR Alternatives Feasibility Analysis” by
Economic and Planning Systems, Inc. (July 18, 2014).

Exhibit 11: “La Bahia Proposed Project and Project Alternatives Fiscal Impact Analysis” by
Economic and Planning Systems, Inc. (July 18, 2014).

Exhibit 12: “Low Cost Visitor Facilities in the City of Santa Cruz” by City of Santa Cruz
(August 13, 2014).

Exhibit 13: “Low Cost Visitor Accommodation in Santa Cruz and the Expected Effects of La
Bahia Hotel Development” by Economic and Planning Systems, Inc. (July 18,
2014).
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Appeal A-3-STC-14-0049 (La Bahia Hotel) Addendum

2. Add the following findings to the staff report on page 9 (as the final paragraph in the
“La Bahia Background” section of the report):

An issue that was before the Commission in the previous project and the 2011 LCP
amendment was related to low-cost visitor-serving facilities. Specifically, the LCP did not
and does not include LCP policies that explicitly require that hotel projects provide
(including through mitigation as necessary) lower cost accommodations. Given that the site
is inland of the first public road, the Coastal Act policies that protect low-cost options also
did not and do not apply at this location. As a result, that LCP amendment, and the
Commission’s deliberations on it, included provisions adding appropriate low-cost facility
policies to the LCP. Because the Commission denied the LCP amendment, those policies
were not added to the LCP.

The City’s position, both then and now, is that it provides a significant amount of free and
low-cost facilities (e.g., the City-owned Carmelita Cottages hostel, the City-owned Municipal
Wharf, the Monterey Bay National Marine Sanctuary Visitor Center (located on City-owned
land and required by the City to provide free admission to the public), numerous trails and
paved paths, etc.), and that the City is looking for projects to ensure that the City’s overnight
accommodations portfolio includes a range of products (see the City’s low-cost visitor
analysis and memo from the current project’s file to this effect in Exhibit 12). In addition, the
City notes that their aforementioned BSOL Area Plan calls for a variety of overnight
accommodations, recognizing that the City has a large number of smaller overnight facilities
that are of lower quality. The Plan calls for upgrading existing aging hotel stock,*
developing a full-service conference hotel, and overall providing for a range of overnight
accommodation products (e.g., bed and breakfasts, hostels, motels, hotels, full-service
conference hotels, etc.). Thus, this current La Bahia project does not include requirements to
provide certain low cost facilities or in-lieu fee mitigation based on the City’s assessment
that (a) the LCP does not require it; and (b) even if it did, the City’s efforts on behalf of
providing low-cost visitor-serving facilities is significant and appropriately addresses the
Coastal Act objectives in this respect. In any case and importantly, the question of whether
the City’s action on the current project adequately addresses low-cost visitor-serving
accommodations was not an appeal contention, and is thus not before the Commission as a
standard of review for this substantial issue determination.

! The City has a hotel improvement loan program designed to help facilitate and incentivize such upgrades.
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APPENDIX G
BIGGS CARDOSA ASSOCIATES, INC.

INTRODUCTION AND SUMMARY

Biggs Cardosa Associates Inc. has prepared this preliminary structural investigation regarding the -
rehabilitation and reuse of the La Bahia complex located at 215 Beach Street in Santa Cruz,
California. Biggs Cardosa Associates has over 25 years of experience in structural retrofits of
historic buildings, many of which are located in Santa Clara and Santa Cruz Counties. Our
experience includes retrofit and restoration of unreinforced masonry, wood, steel and concrete

“structures. Examples of our projects include the Jose Theater, St. Josephs Cathedral, the Hayes

Mansion, the Fallon House, the Metropole Building, the Montgomery Hotel, the DeAnza Hotel,
the Letitia Building, the Security Building and the First Unitarian Church all of which are in San
Jose, California.

The purpose of this report is to serve as a supplement to an Environmental Impact Report
compiled by Strelow Consulting. It provides information regarding the structural conditions and
requirements for the existing buildings. It is our understanding that there are two alternative
proposed; full preservation of all buildings and partial preservation including only some of the
buildings. The information provided below applies to both alternatives.

ASSUMPTIONS

The information in this investigation is based on the following:

. Two site visits were performed to view the exterior of the building. Observations
were limited to what was visible at the time of our site visit. Demolition of
existing finishes to verify existing construction and testing of existing materials
was not performed.

. Original drawings by William C. Hays. Architect, some sheets dated 3/11/26,
Sheets 2 through 9

o Geotechnical Investigation by Pacific Crest Engineering, Inc dated January 28,
2008

) Geotechnical Update Report by Dees & Associates, Inc. dated October 5, 2013

o Liquefaction Mitigation Alternatives Letter by Dees & Associates dated
December 3, 2013

. Telephone conversation with Gary Taylor with Hayward Baker, Geotechnical
Construction.

. City of Santa Cruz Initial Study / Environmental Checklist Draft dated July 1,
2013

. Historic Resources Technical Report by Architectural Resources Group Draft
dated December 18, 2013

The following is a summary of our observations of the structure, code requirements, deficiencies
found and recommendations of structural modifications to the existing structures.

December 18, 2013 Page 1
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APPENDIX G
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BUILDING DESCRIPTION AND CONDITION

The project was constructed in the late 1920°s on the site which slopes from the northwest to the
southeast. The subject project consists of two and three story wood-framed apartment buildings
situated around two outdoor courts. According to original architectural drawings, the five
separate buildings that make up the complex are organized into six divisions (Blocks) used for
clarification and design. The apartment buildings face Westbrook Street to the East and Beach
Street to the South. Surface parking and a backfilled swimming pool are located on the northern
portion of the site.

The structure’s highest point is the bell tower that sits approximately 53° above Beach Street
level. The 1%, 2°® and 3™ floor heights are at approximately 13°, 23’ and 32’ respectively. The
square footage of the footprints and the number of stories of the divisions are as follows:

Block Number Approximate Footprint Number of Stories
1 1,930 square feet 2
2 2,280 square feet 1
3 2,490 square feet 3
4 4,250 square feet 2
5 2,830 square feet 2
6 2,860 square feet 2

Interior walls are 2x4 stud walls with wood lath and plaster on each face. Exterior walls are 2x6
stud walls with wood lath and plaster on the interior face and plaster over what appears, on the
drawings, to be wood sheathing on the exterior face. The drawings do not indicate if the wall
sheathing is straight or diagonal. The floor framing is constructed of straight sheathing over 2x8
joists. The roof is assumed to be constructed of wood carpenter’s trusses with spaced straight
sheathing supporting the roof tiles.

The buildings are supported at their perimeters by unreinforced concrete footings extending
approximately 12” below grade. Buildings are supported at the interior by 4x8 girders spanning
to 4x6 posts that rest on interior concrete spread footings.

Structural Drawings include no information with regards to the intended lateral load resisting
system. As constructed, the floors and roofs are serving as diaphragms and the interior and
exterior walls act as the shear walls. The drawings show no connection from the walls to the
foundations and no reinforcement in the footings.

The building is in poor condition and appears to be minimally maintained. The exterior plaster
has areas with cracks, some of which appear to be the result of foundation settlement. There are
signs of water infiltration and plumbing leaks which have likely resulted in dryrot in some of the
structural members.

December 18, 2013 Page2
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BIGGS CARDOSA ASSOCIATES, INC.

DESIGN CRITERIA AND EXPECTED BUILDING PERFORMANCE

At the time this report was written, the currently adopted code was the 2010 edition of the California
Building Code (CBC). The State of California is intending to adopt the 2013 CBC on January 1,
2014. We assume that design work on this project be submitted for City plan check review after
January 1, 2014, therefore, our evaluation is based on the 2013 CBC.

Vertical Load Resisting System

In existing buildings, where there is no increase in dead or live load and the members show sign
of distress, the Vertical Load Resisting System is considered to have “withstood the test of time”
and is assumed be adequate. The proposed project will likely include modifications that will
require strengthening of the vertical load resisting system due to change in load. Also, the
condition of the building indicates that there may be damage to the existing wood framing.
Therefore, upgrades to the vertical load resisting system will likely be required under the
following conditions:

1. Where members are damaged due to pests or moisture. Depending on the severity
of the damage, the members can be repaired or replaced to match the original
member size.

2. Where there are signs of damage or distress due to over loading. For example

cracks and checks in beams, bowing columns and sagging floors. In this case the
existing members should be analyzed and strengthened or replaced as required.

3. Where load is increased. For example, if gypcrete is added to the floors or if a
heavier roofing material is added to the roof. In this case the existing members
should be analyzed and strengthened or replaced as required. Conversely, load
may be reduced to compensate for additional load, for example, by removing the
existing wood lath and plaster on the ceiling and replacing it with gypsum board
or installing a lighter roof material.

4, When a change in use requires the building to be designed for a live load greater
than would be required for the original building use. For example if a guest room
is changed to an office or a meeting room. In these cases the existing members
should be analyzed and strengthened or replaced as required. Additional support
members will likely be required where there is an increased live load.

5. Where the Vertical Load Resisting System is altered. For example where a
bearing wall is removed to increase room size. In this case the existing members
should be analyzed and strengthened or replaced as required. Additional support
members will likely be required where the vertical load system is altered.

The retrofit and reuse of all or portions of the existing La Bahia building will likely be impacted
by all five of the above items. Until the existing framing is exposed and a final building plan is
developed, the extent of each item cannot be determined.

Although the foundation system of the buildings is unreinforced and does not meet the
requirements of the current code, much of the system appears have to performed adequately for
the life of the building to date. There are signs of settlement or lateral movement in some areas

December 18, 2013 Page 3
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indicated by large diagonal cracks in the exterior wall plaster. With our limited access, we did
not confirm that the foundations were damaged at these locations. Due to the lack of
reinforcement, some damage can be expected where the building has settled or moved.

The analysis of existing members would be done using the current edition of the California
Building Code (CBC). All new members would be designed to meet the requirements of the
current edition of the CBC.

Lateral Load Resisting System

Design criteria for the lateral analysis of existing buildings may vary based on the intent of the
building owner and requirements of governing agencies. Generally accepted guidelines for
analysis include the most current edition of the California Building Code (CBC) as the most
stringent criteria. Performance goals of the current California Building Code for lateral loads
include mitigation of life safety hazards as well as damage control.

When evaluating existing buildings and seismic retrofit is not mandatory, it is not uncommon to
reduce the performance goal level to include mitigation of life safety hazards only. Evaluating
the building for life safety only would reduce the required load level for which the building
would be evaluated. The reduced load could be established using the California Historical
Building Code (CHBC) which allows current evaluation recommendations set forth by the
Federal Emergency Management Agency (FEMA), the American Society of Civil Engineers
(ASCE) or American Technology Council (ATC) and/or a benchmark version of the Uniform
Building Code (UBC), etc.

There are three conditions that would either require the buildings be brought up to a performance
level greater than life safety or would require particular elements of a building to be retrofitted.
The first condition is if there is a proposed change in occupancy to an occupancy with a higher
relative hazard level. For example if the current classification is residential and the use of the
building is changed to assembly, a current code retrofit would be required. The second condition
is regarding increasing the weight of the building. If the added load causes the demand/capacity
ratio of any of the existing lateral load resisting elements more than 10% from the original
demand/capacity ratio, it is required that the deficient element meet current code. The third
condition is regarding decreasing the lateral load capacity of the building. Examples of this
would be removing existing walls and increasing the size of existing window or door openings.
If the reduced capacity causes the demand/capacity ratio of any of the existing lateral load
resisting elements more than 10% from the original demand/capacity ratio, it is required that the
deficient element meet current code.

We discussed the City of Santa Cruz’s requirements with representatives of Mark Ellis, the Chief
Building Official. Based on these discussions, the City will likely accept a minimum life safety
seismic retrofit of the building provided that there is no use change, as described above. The
impact of any increased load or decreased capacity would need to be evaluated to meet code.

A consideration that should be taken into account when deciding what code the building should
be retrofitted to, is the industry standard of care for the use of the building. We understand that
the currently proposed project is a hotel with facilities available for rent. If, in the future, the La
Bahia project is planned as a for-sale residential building managed by a homeowners association,

December 18, 2013 Page 4
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it is considered by the construction industry to be at a high risk for future litigation. If this is the
case, the industry standard of care is to retrofit the building to meet the requirements of current
code for life safety and damage control.

BUILDING DEFICIENCIES

The following building deficiencies are based on our experience with the rehabilitation of
buildings similar to the La Bahia complex and on data provided in the Geotechnical
Investigation:

1. The majority of the existing roof and floor diaphragms are not adequate to resist
lateral loads. The diaphragms may be adequate in some locations where interior
shear walls are spaced close together. The roof and floor diaphragms are not
adequately tied between adjacent buildings and at reentrant corners.

2. Existing shear walls and foundations are not adequate to resist lateral loads and
overturning forces.

3. Existing foundations do not meet current code and are not adequate to resist
settlement and movement from liquefaction and liquefaction induced lateral
spreading

4, The connection of the shearwalls to the concrete foundation is not adequate.

Parapets, exterior balconies and ornamentation are not adequately anchored to the
studwalls.

RECOMMENDATIONS: RETROFIT OF EXISTING STRUCTURE

Based on the deficiencies noted in the previous section, the following modifications to the
buildings’ structural systems will be required to meet current code:

1.

Remove existing roofing and roof sheathing and install plywood over the existing roof
framing. Where the floor sheathing does not have adequate strength or is removed for
access during construction, replace with floor plywood to meet the requirements of
current code. Install additional beams, blocking and straps at reentrant corners and at
collectors to tie buildings together. Some seismic separations might be used in lieu of
tying the buildings. For example, a separation might be installed at the walkway between
Blocks 1 and 6. :

Install plywood over the existing studs at required shear wall locations. This can be done
on the interior and/or exterior of the exterior studs and at selected interior stud walls.
Install holdowns at the ends of shear walls, and strapping where required at perimeter of
openings. Interior shear walls will likely require new concrete footings.

3. Imstall anchor bolts to connect the shear walls to the foundation.

4. Add parapet braces, and anchor architectural elements as required.

In order to mitigate life safety only, all of the items above will be required but to a lesser degree.

The Geotechnical Investigation and the Update indicate that this site has the potential for

December 18, 2013 Page 5
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liquefaction and lateral spreading in the event of an earthquake. The existing foundation will not
perform adequately when subjected to the movement described in the Investigation. Therefore,
modifications to the foundations will be required. The strengthening of the existing foundations
and all new foundations will be designed to meet the requirements of the Geotechnical
Investigation and the current CBC.

The Geotechnical Update indicates that the proposed new buildings can be supported on drilled
piers or on conventional foundations supported by an approved ground improvement treatment
such as vibro-displacement stone columns. If vibration of the existing buildings is a concern,
deep soil mixing or another low vibration ground improvement method can be used as an
alternative.

Ground improvement is required at the existing buildings as well. If the buildings are required to
meet current code, the existing foundation will need to be replaced. To do so, the buildings will
need to be shored, elevated and braced to install ground improvement and the new foundation
system.

If a life safety retrofit is performed, the existing footings that are in good condition and are of
adequate strength can be underpinned. Where the footings need to be replaced, the new footings
can be supported on ground improvement. A combination of jet grout underpinning under the
existing footings and compaction grouting under new footings can be performed to mitigate
liquefaction. Based on our conversation with Hayward Baker, both of these methods can be
performed with little vibration. In order to perform the ground improvement for the life safety
retrofit, it is likely that the majority of the existing first floor of the buildings will need to be
removed.

CONCLUSION

In conclusion, the existing buildings at the subject project will require some level of seismic and
foundation upgrade. The extent of upgrade will depend on the proposed use of the buildings to
be retained and the extent of modifications to the structural systems. The information supplied
in this report is based on available data and preliminary visual observations of the existing
construction. This report addresses only structural deficiencies and recommended modifications.
Potential issues related to access, architectural, mechanical, electrical, plumbing, fire protection
and hazardous materials requiring abatement are not considered. It should be understood that the
recommendations specified herein are preliminary only. A thorough design of the project must
be done if the contract drawings for the proposed modifications are to be prepared.

December 18, 2013 Page 6
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FINAL MEMORANDUM

To: Juliana Rebagliati, City of Santa Cruz
From: Teifion Rice-Evans, Walker Toma, and Claire Walker

Subject: La Bahia Hotel Proposed Project and EIR Alternatives
Feasibility Analysis; EPS #141040

Date: July 18, 2014

Economic & Planning Systems, Inc. (EPS) has independently evaluated
the financial feasibility of developing the proposed 165-room La Bahia
Hotel as well as three project alternatives identified as part of the
Environmental Impact Report (EIR) required under the California
Environmental Quality Act (CEQA): the Full Preservation Alternative, the
Partial Preservation Alternative and the Reduced Height and Size
Alternative. The purpose of this analysis is to assess the economic
viability of different development configurations under current market
conditions. It should be noted that changes in market conditions and/or
unforeseen changes to development costs could alter the conclusions of
this analysis.

To assess development feasibility, EPS prepared development pro
formas for the proposed project and selected project alternatives.

These pro formas combined revenue and cost forecasts and identified
unlevered internal rates of return (IRRs) for the project and the
proposed alternatives. The rates of return were compared to the
identified hurdle internal rate of return of 10 percent. This rate of return
was set based on research conducted with hotel developers and
investors, prior EPS hotel analyses, and a review of analyses of full-
service hotels by other economists. It should be noted that many hotel
developers and investors would look to obtain an unlevered hurdle rate
of return of 11 percent or more, and thus a 10 percent IRR is
conservative. Our research and experience has established that a hotel
project that offers an IRR of less than 10 percent will not attract prudent
investors and thus is not economically feasible.

This memorandum is divided into several sections. The first describes
the proposed project and alternatives evaluated; the second describes
the feasibility analysis, including cost and revenues assumptions and the
estimated rates of return for the Proposed Project and Alternatives
evaluated; and the final section provides the summary of finding. In
addition, Appendix A provides the detailed estimates of direct costs
developed by David Cobb of AECOM as well as the professional
qualifications of AECOM and Appendix B provides detailed pro forma
analysis tables for the Proposed Project and Project Alternatives.

Exhibit 10
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1 of 39



Final Memorandum July 18, 2014
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Description of Project and Project Alternatives

The Project Site (the “Site”) is located on Beach Street across from the Santa Cruz Beach
Boardwalk in Santa Cruz California as shown in Figure 1. The Site is approximately 1.4 acres
and contains the 44-unit La Bahia Apartments, which are currently used as short term, seasonal
rental housing primarily for students and Boardwalk employees. The apartment complex
consists of six, two- to three-story buildings totaling 32,000 square feet. This analysis evaluates
the development feasibility of the Proposed Project and three Project Alternatives.t

Characteristics of the Proposed Project and the evaluated Project Alternatives are described
below and displayed in Table 1. More detailed descriptions of the Project and the Project
Alternatives can be found in the EIR.

Proposed Project

The Proposed Project entails the demolition of the existing La Bahia apartment complex, except
for a portion of one building featuring a bell tower that will be retained and rehabilitated, and the
construction of a new 165-room boutique hotel. The hotel will include 4,800 square feet of
restaurant/kitchen space, a 750 square day spa, 7,675 square feet of meeting/banquet space,
2,500 square feet of retail, and 210 parking spaces in two levels of underground parking.

Alternative A: Full Preservation Alternative

This alternative envisions the preservation of all six existing structures with the construction of a
new hotel building on the northwest portion of the site. The Full Preservation Alternative would
include 125 rooms and between 134 and 144 parking spaces. The reduction in development
potential due to the different site configuration has resulted in a reduction in meeting/banquet,
restaurant and retail spaces, a reduction in swimming pool size, and the elimination of the spa
facility as described in the EIR.

Alternative B: Partial Preservation Alternative

This alternative envisions the preservation of two out of the six existing structures with the
construction of a new hotel building on the northwest portion of the site. The Partial
Preservation Alternative would include 140 rooms and 151 parking spaces. Meeting/Banquet,
restaurant, spa and retail spaces would be reduced under this alternative due to the greater
constraints on development potential as described in the EIR.

1 The Alternative Use, Alternative Location, and Redevelopment with Adjacent Property
Alternative are not evaluated. Those alternatives were “considered but rejected” by the EIR
because they would not meet the project objectives or were considered too infeasible. Because
these alternatives were rejected by the EIR, they are not considered in the feasibility analysis.
Exhibit 10
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Alternative C: Reduced Height and Size Alternative

This Alternative reduces the height of the hotel so that it is consistent with the 36-foot Beach
Zone Commercial Height Limit, which would apply to the Project Site without a Planned
Development (PD) permit approval. This alternative would include the same scope of
preservation and development footprint as envisioned in the Proposed Project but would remove
one story off of the new hotel development component of the project. The Reduced Height and
Size Alternative would include 116 rooms and 210 parking spaces (the parking is equal to the
total in the Proposed Project despite the reduced room count). Meeting/Banquet, restaurant, spa
and retail spaces would all be consistent with the proposed project. The swimming pool would
also be consistent with the Proposed Project.

Figure 1 Project Site Map

Source: La Bahia Hotel EIR

Exhibit 10
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Table 1 Development Description by Alternative

Project Alternatives

Proposed Full Partial Reduced
Item Project Preservation Preservation  Height & Size
General
Total Square Footage 198,327 150,063 171,580 166,077
Number of Rooms 165 125 140 116
Total Parking Spaces 210 134-144 151 210
Amenities
Meeting / Banquet 4,350 3,000 3,000 4,350
Prefunction / Banquet Prep 3,325 3,325
Restaurant(s) 2,500 2,500 2,500 2,500
Kitchen 2,300 2,300
Day Spa 750 None 1,000 750
Retail Space 2,500 1,000 1,000 2,500
Swimming Pool Yes Red. Size Same Yes

Source: La Bahia Hotel EIR

Financial Feasibility Analysis

EPS developed a financial model to simulate the development economics of the Proposed Project
and three of the Project Alternatives under consideration in the EIR using standard hotel pro
forma analysis procedures. The financial model integrates the hotel development cost estimates
by Alternative and basic hotel operations cashflow into development pro formas that indicate the
expected unlevered IRRs by Alternative. These unlevered IRRs are then compared to the hurdle
rate to provide a planning-level indication of development feasibility. The financial analysis,
including cost and revenue assumptions and development pro formas outcomes, are described
below. Additional details are provided in Appendix A and Appendix B.

Cost Estimates

Direct Construction Costs

Direct construction costs for the Proposed Project and Project Alternatives were developed by
David Cobb of AECOM (see Appendix A). The cost estimates for the Proposed Project were
based on a detailed cost evaluation of the Proposed Project performed in June 2013 with a
subsequent update in May 2014. The cost estimates for the three Project Alternatives evaluated
were also developed by David Cobb of AECOM and were based on the descriptions in the EIR and
the translation of these descriptions into expected development components (new development,
rehabilitation, site improvement area, and parking) by Leddy Maytum Stacy Architects. These
cost estimates were developed in May 2014. All cost estimates were developed on a site- and
Alternative-specific basis, taking into account construction market conditions, the scope of
required rehabilitation for the various existing buildings, and other standard cost estimating
factors.

Exhibit 10
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Table 2 shows the AECOM direct cost estimates, including the per-square foot cost factors
applied and the total direct costs by alternative. As shown, per-square foot costs vary by type
and scale, with new hospitality construction costs ranging from $278 to $311 per square foot,
new rehabilitation costs varying from $259 to $420 per square foot, and parking costs varying
from $137 per square foot to $149 per square foot. For Alternative 1: Full Preservation and
Alternative 2: Partial Preservation, substantial rehabilitation work is required on the existing
structures to turn them into hospitality buildings consistent with the historic structures and
structural reports. Such rehabilitation costs are often above the costs of new development.

Overall, in 2014 dollars, the direct construction costs of the Proposed Project are expected to be
about $46.4 million with the equivalent costs for the Project Alternatives ranging from $39.7
million to $45.5 million. The direct cost estimates included general conditions and a 5 percent
direct cost contingency. While the direct development costs are highest for the Proposed Project,
on a per key (room) basis, the direct construction costs are lowest for the Proposed Project at
approximately $281,000 per key (room) with variations from approximately $325,000 to
$342,000 for the Project Alternatives.

Indirect Costs

As shown in Table 2, development costs also include indirect costs. Indirect construction costs
include a range of additional expenditures over and above the direct site and building
construction costs. Together, indirect costs were estimated to represent about 28 percent of
direct construction costs and were applied similarly for the Proposed Project and the Project
Alternatives. Indirect cost components include the following components: architecture and
engineering costs (5 percent of direct costs), Furniture, Fixtures and Equipment (7.5 percent of
direct costs), Operating Supplies and Equipment/Pre-Opening and Information Technology costs
(7.5 percent of direct costs), financing costs (5 to percent of direct costs) and Other Costs (3
percent of direct costs). Other costs include legal and account fees, impact fees, real estate
taxes, utilities and soft cost contingency. The percentages are consistent with typical indirect
cost estimates associated with full-service hotel development.

Land Costs

The landowner has indicated an expected land value of between $5 million and $8 million. To be
conservative (to show improved rates of returns), this analysis assumes a site acquisition cost of
$5 million. A sensitivity analysis of an even lower land value scenario was also conducted to
determine whether such a reduction in land cost (even if unlikely) would make additional
alternatives feasible.

Total Development Costs

As shown in Table 2, total development costs, including direct and indirect construction costs
and land costs, are estimated at $64.4 million for the Proposed Project (in constant 2014
dollars), equivalent to $390,000 per key and $325 per square foot of building development.
Total development costs for other Project Alternatives included: $58.0 million for the Full
Preservation Alternative ($464,000 per room), $63.2 million for the Partial Preservation
Alternative ($451,000 per room), and $55.8 million for the Reduced Height and Size Alternative
($481,000 per room).

Exhibit 10
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Table 2 Development Cost Summary (Constant 2014 Dollars)

EIR Alternatives

Proposed Full Partial Reduced Height
Category AssumptionS / Units Project Preservation Preservation & Size
DEVELOPMENT PROGRAM [1]
New Hospitality Building Sq. Ft. 132,244 66,122 92,906 99,994
New Parking Sq. Ft. 61,308 51,027 57,500 61,308
Rehabilitation Sq. Ft. 4,775 32,914 21,174 4,775
Total Square Footage Sq. Ft. 198,327 150,063 171,580 166,077
Number of Rooms 165 125 140 116
Total Parking Spaces 210 134-144 151 210
DEVELOPMENT COST SUMMARY
Direct Costs per Sq. Ft. [2]
New Hospitality Building $ per Sq. Ft. $278 $311 $304 $301
New Parking $ per Sq. Ft. $137 $149 $146 $137
Rehabilitation $ per Sq. Ft. $259 $400 $420 $259
Total Direct Costs
New Hospitality Building $36,800,000 $20,600,000 $28,200,000 $30,100,000
New Parking $8,400,000 $7,600,000 $8,400,000 $8,400,000
Rehabilitation $1,200,000 $13,200,000 $8,900,000 $1,200,000
Total Direct Costs $46,400,000 $41,400,000 $45,500,000 $39,700,000
Indirect Costs
Architects & Consultants 5.0% of Direct Costs $2,300,000 $2,100,000 $2,300,000 $2,000,000
FF&E [3] 7.5% of Direct Costs $3,500,000 $3,100,000 $3,400,000 $3,000,000
OS&E [4], Pre Opening & IT Costs 7.5% of Direct Costs $3,500,000 $3,100,000 $3,400,000 $3,000,000
Other Costs [5] 3.0% of Direct Costs $1,400,000 $1,200,000 $1,400,000 $1,200,000
Financing 5.0% of Direct Costs $2,300,000 $2,100,000 $2,300,000 $2,000,000
Total Soft Costs 28.0% of Direct Costs $13,000,000 $11,600,000 $12,700,000 $11,100,000
Land Cost [6] $5,000,000 $5,000,000 $5,000,000 $5,000,000
Direct Costs Total $46,400,000 $41,400,000 $45,500,000 $39,700,000
Soft Costs Total $13,000,000 $11.600,000 $12,700,000 $11,100,000
Total Development Cost $64,400,000 $58,000,000 $63,200,000 $55,800,000
Per Square Foot $325 $387 $368 $336
Per Room $390,000 $464,000 $451,000 $481,000

[1] Development programs provided by Leddy Maytum Stacy Architects.

[2] Direct cost estimates provided by David Cobb of AECOM.

[3] FF&F refers to Furniture, Fixtures and Equipment.

[4] OS&E refers to Operating Supplies and Equipment.

[5] Includes legal and accounting fees, impact fees, taxes, utilities and soft cost contingency.
[6] Includes acquisition costs.

Net Operating Income/Revenue Estimates

The net operating incomes of the developed hotel provide annual returns to the hotel developer
until the point when they sell the hotel. At the time of sale, the sales prices of the hotel will also
be determined, in large part, by the stabilized net operating income. While different hotel
developers may sell hotels at different points in time, for the purposes of this analysis, hotel sale
is assumed to occur after eight years of hotel operation for all analyses (i.e., Proposed Project
and Alternatives). Key drivers of net operating income include room revenues, other revenues,
and operating costs.

Room Revenue

Room revenues are driven by room rates (Average Daily Rates/ADR) and by occupancy rates.
The Site is located on Beach Street directly across from the beach. This area is considered a
very desirable location for hotel development due to its proximity to downtown, the %{&\ﬁl&(,

P:\1410005\141040LaBahia\szgmgTHﬁ%ﬂgA.docx
6 of 39



Final Memorandum July 18, 2014
La Bahia Hotel Feasibility Analysis Page 7

the Municipal Wharf, and the beach. The site’s topography and the project’s proposed design
would allow for ocean views in many if not all of the rooms. In the Proposed Project, many
rooms, depending on the floor and orientation of the room, would offer premium views of the
beach. Preliminary room rates and occupancy rates were provided by Project Sponsor for the
Proposed Project for both hotel opening (i.e., year one of operation) and stabilization (year three
of operation). EPS vetted these assumptions by reviewing: (1) current and historical hotel data
from Santa Cruz and comparable markets from Smith Travel Research; (2) available data on the
recent performance of the City of Santa Cruz’s high-end hotels; and (3) hotel industry
publications and trend reports as well as insights from hotel industry experts.

Based on the available data and contextual information, the Proposed Project pro forma assumes
average daily room rates of $300 and an average occupancy rate of 70 percent for the Proposed
Project. The Reduced Height and Size Alternative pro forma assumes average daily room rates
and occupancy rate equal to that of the Proposed Project. Under the Full and Partial Preservation
Alternatives, many rooms would not include the same views as the Proposed Project due to the
existing height (two to three stories) and layout of the La Bahia Apartments. In addition, hotel
performance would be affected by the reduction in amenity space, specifically banquet and
meeting facilities, that would support additional demand in the off-peak and shoulder seasons.
As a result, average daily rates and occupancy rates were assumed to be lower for these
alternatives.?

Other Operating Revenues

Restaurant, spa and retail revenue and costs for the Proposed Project and the Project
Alternatives were informed by operating assumptions provided by the Project Sponsor. These
assumptions were also vetted by hotel industry experts with experience working on boutique
hotel products in coastal markets such as Santa Cruz. In addition, EPS reviewed numerous
operating pro formas for hotel products throughout California to evaluate the restaurant, retail
and spa margins.3 Although the square footage allocated for these revenue producing amenities
varies by alternative, revenue was assumed to be consistent for the Proposed Project and
Alternatives at $1,000 per square foot for restaurant uses (per square foot revenue is applied to
both front and back of house) and $250 per square foot for retail and spa uses. Note that per
square foot restaurant revenues are likely to vary significantly based on the type of restaurant
that can be pursued. For instance, the size of the restaurant and proportion dedicated to alcohol
sales can significantly affect revenue per square foot.

Total Operating Revenues

Total operating revenues at stabilization (year 3 of hotel operation) are shown in Table 3. As
shown, annual total operating revenues (in constant 2014 dollars) at stabilization are $18.2
million for the Proposed Project, $11.4 million for the Full Preservation Alternative, $12.7 million
for the Full Preservation Alternative, and $14.5 million for the Reduced Height and Size
Alternative. This range reflects differences in the number of hotel rooms and amount of amenity
space as well as the variations in expected market performance described above.

2 The specific adjustments evaluated in the base feasibility analysis for Alternatives 1 and 2 included a
3 percentage point reduction to 67 percent for occupancy rates and a 5 percent reduction to $285
average room rates. One of the sensitivity tests removes these market adjustments/ reductions.

3 Sources included PKF consulting, HVS International, Joie de Vivre, and other hotel operators.
Exhibit 10
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Total Operating Expenses and Net Operating Incomes

Hotel operating expenses include a large range of expense categories that can be generally
grouped into departmental expenses, operating expenses, and fixed costs. These expenses vary
by type of hotel though typical relationships between expected operating expenses and operating
incomes can be derived for different hotel types. EPS reviewed the operating expenses
estimated by the Project Sponsor and refined them based on a review of expense and income
relationship at other full-service hotels. The total operating costs and the resulting net operating
income are shown in Table 3. As shown, net operating income revenue (at stabilization in
constant 2014 dollars) vary from $5.3 million annually under the Proposed Project to $3.7 million
under the Full Preservation Alternative.

Table 3 Operating Pro Forma and IRR by Alternative (Constant 2014 Dollars)

EIR Alternatives

Proposed Full Partial Reduced Height
Category Project Preservation Preservation & Size
Revenue Summary
Room Revenue $12,600,000 $8,600,000 $9,700,000 $8,900,000
Restaurant & Bar Revenue $4,800,000 $2,500,000 $2,500,000 $4,800,000
Spa & Retail Revenue $800,000 $300,000 $500,000 $800,000
Total Operating Revenue $18,200,000 $11,400,000 $12,700,000 $14,500,000
Cost Summary
Departmental Expenses $7,500,000 $4,375,000 $4,775,000 $6,500,000
Operating Expenses $3,830,000 $2,390,000 $2,670,000 $3,070,000
Fixed Costs $1,550,000 $920,000 $1,020,000 $1,160,000
Total Operating Expenses $12,880,000 $7,685,000 $8,465,000 $10,730,000
Net Operating Income (Stabalized) $5,300,000 $3,700,000 $4,200,000 $3,800,000
Hotel Sale

As noted above, hotel sale is assumed to occur in year eight of operation for the Proposed
Project and all Project Alternatives. The sale value of the hotel at that time was based on the
net operating income (in nominal dollars) for each of the alternatives and a capitalization rate of
7.5 percent. Capitalization rates vary significantly by hotel type and location. For all hotel types,
a 7.5 percent capitalization rate is at the lower end of the range (resulting in a higher sales
price), though this rate is consistent with the four-star, full-service nature of the hotel and recent
market reports of capitalization rates for full-service hotels. The net sales proceeds to the
developer are reduced by 1 percent under the Proposed Project and all Alternatives to account
for the cost of sale.

Financial Results

Table 4 summarizes the financial results. Appendix B shows the return on investment (ROI)
pro forma financial analyses for the Proposed Project and Project Alternatives, which summarize
of the integration of the development cost, net operating income, and hotel sale proceeds into
development pro forma. Tables B-1 through B-4 also show the associated unlevered internal
rates of return for the Alternatives.

Exhibit 10
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As shown in Table 4, only the Proposed Project exceeds the conservative 10 percent hurdle rate
of return. The other Alternatives are all substantially below the hurdle rate. The sensitivity runs
all improve the rates of return among all scenarios but are still insufficient to push the
Alternatives above the hurdle rate. In other words, even a 3-percentage point increase in
occupancy, a reduction in land cost, or the assumption that there would be no impact on
performance for the Full and Partial Preservation Alternatives in spite of their reduced amenity
package, were insufficient to make any of the Alternatives provide high enough returns to be
expected to attract prudent investors.

Table 4 Internal Rate of Return under Base Case and Sensitivities

Increased Unadjusted ADR  Reduced Land Cost
Alternative Base Case [1] Occupancy [2] and Occupancy [3] [4]
Proposed Project 10.2% 11.2% 10.2% 10.7%
Full Preservation 6.6% 7.5% 8.5% 7.1%
Partial Preservation 7.3% 7.8% 8.5% 7.8%
Reduced Height & Size 7.1% 7.7% 7.1% 7.7%

[1] The base case reflects the IRR generated by the Proposed Project and each alternative assuming the average room rates,
occupancy and land costs outlined in the development and operating pro formas.

[2] Under this scenario, occupancy rates are increased by 3 percent for all alternatives relative to the Base Case.

[3] This scenario assumes all of the alternatives achieve average room rates of $300 and occupancy of 70 percent. In others words, the
room rate and occupancy rate reductions for the Full Preservation and Partial Preservation Alternatives due to their more modest
amenity set and more limited view premiums are removed.

[4] Land costs are reduced from $5 million to $3 million dollars. Given uncertainty over precise land costs, this alternative tests the
sensivitty of the results to a reduced land cost.

Source: Economic & Planning Systems, Inc.

Summary of Findings

The following summary of findings is based on the project descriptions and financial analysis
described above and shown in more detailed in the Appendices:

1. The Proposed Project is financially feasible with an expected rate of return
marginally above the hurdle rate.
The Proposed Project, with a total land acquisition and development cost of $64.4 million in
nominal dollars invested over two years after project entitlement, is forecast to generate an
unlevered internal rate of return (IRR) of 10.2 percent. This reflects the cost estimates of
AECOM based on the parameters of the proposed project, the expected land cost, and
expected market performance of the proposed La Bahia Hotel (a new four-star, full-service
hotel with corresponding amenities on the Santa Cruz beachfront). The rate of return
estimate reflects average daily room rates of $300, an average occupancy rate of 70 percent,
and a capitalization of 7.5 percent, among other assumptions.4

4 These average daily room rates and occupancy rates are similar to those achieved at the most
comparable luxury/ upper-scale accommodations in the City of Santa Cruz. They are well above the
overall average room rates and overall average occupancy rates due to the high-end, full service
nature of the hotel and the meeting, banquet, and other amenities. Exhibit 10
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The three Project Alternatives evaluated are not financially feasible.

Similar analyses were conducted for three Project Alternatives, Alternative 1: Full
Preservation, Alternative 2: Partial Preservation, and Alternative 3: Reduced Height and Size.
Each of these three project alternatives performs less strongly than the Proposed Project and
results in rates of return well below the hurdle rate of return; all alternatives show rates of
return of between 6.5 and 7.5 percent (see Table 4). Alternative 1 and Alternative 2 both
require substantial investment in rehabilitation which on a per-square foot basis is
considerably more expensive than the new development on this site. In addition, due to
their lower development potentials, they include fewer of the amenities that are expected to
support the higher room rates, the full-service status, and stronger shoulder season demand.
In addition, the rooms are not configured to optimize view premiums. Room rates and
occupancy rates were adjusted modestly downward to account for these factors.> Alternative
3, like the Proposed Project, primarily involves new construction and includes the full amenity
package. Its smaller scale due to the reduction in height and room count, however, provides
a smaller platform on which to spread development costs, reducing the rate of return.

The feasibility results are robust under a range of sensitivity analyses.

As shown in Table 4, the feasibility conclusions proved robust under a range of sensitivity
analyses. Sensitivity analyses were conducted to determine the level of improvement in
performance (rate of return) under a range of scenarios. Variations in the rates of return
were evaluated under the following conditions: (1) a three percentage point increase in
occupancy rates, (2) a 40 percent reduction in land acquisition costs, and (3) no room rate or
occupancy rate adjustments for the Partial and Full Preservation scenarios. Under sensitivity
1, increasing occupancy rates for all scenarios by 3 percentage points improves the rates of
return under all scenarios; this level of improved market performance still does not result in
any of the Alternatives reaching the hurdle internal rate of return. Under sensitivity 2, which
removes the expected impacts of the loss of amenities and different room configurations on
room rates and occupancy rates under the Full Preservation and Partial Preservation
Alternatives, the IRRs for these two scenarios still do not reach the hurdle IRR. Finally,
under the third sensitivity, the effect of reduced land values are tested (specifically a
reduction in the land acquisition cost by $2.0 million); while unlikely, the uncertainty over
the final land cost suggested that this sensitivity run might be informative. As shown, the
IRRs all increase but not by enough to make the Alternatives pass the hurdle IRR.

5 As noted above, the average annual occupancy rate was reduced by 3 percentage points and the
average daily room rate was reduced by 5 percentage points.

Exhibit 10
P:\1410005\141040LaBahia\szgmgTHﬁ%ﬂgA.docx
10 of 39



APPENDIX A:

Development Cost Estimates

Exhibit 10
A-3-STC-14-0049
11 of 39



AECOM Estimate Stage Estimate Type May 12, 2014

La Bahia Hotel
CEQA Alternatives

Prepared for:

Leddy Maytum Stacy Architects
677 Harrison Street
San Francisco California 94107

Prepared by:

AECOM

300 California Street

Suite 400

San Francisco California 94104
(415) 796-8100

Project Reference: 60289808.260

Exhibit 10
A-3-STC-14-0049
12 of 39



AECOM Estimate Stage Estimate Type May 12, 2014
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CEQA Alternatives

Overall Summary

Project Comparisons

Scope of Work

Basis of Estimate

Market Conditions

Proposed Project Areas and Control Quantities

Cost Model Proposed Project Hotel Program Component
Cost Model Proposed Project Parking Program Component
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Cost Model Proposed Full Rehabilitation Hotel Program Component
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AECOM

La Bahia Hotel
CEQA Alternatives

ALTERNATIVE THREE
Reduced Size & Height

Overall Summary
ALTERNATIVE ONE ALTERNATIVE TWO

PROPOSED PROJECT
Full Preservation Partial Preservation

Building $46,414,000 $41,333,000 $45,532,000 $39,751,000
Sitework $1,624,000 $2,186,000 $2,380,000 $1,624,000
TOTAL BUILDING CONSTRUCTION $48,038,000 $43,519,000 $47,912,000 $41,375,000
Enclosed Program Area 198,327 SF 150,063 SF 171,580 SF 166,077 SF
Cost per SF $242.22 $290.00 $279.24 $249.13
NOTES

Amounts shown are anticipated current construction costs

Amounts depict a mid range of anticipated costs (see Project Comparisons)

Soft costs are excluded from the amounts shown

Exhibit 10
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La Bahia Hotel
CEQA Alternatives

PROJECT COMPARISON

$ X 1,000 $ X 1,000 $ X 1,000

2

PROGRAM TOTAL LOW HIGH
PROPOSED PROJECT
New Hospitality Building 132,244 SF $277.98 36,761 33,000 40,000
New Parking 61,308 SF $137.31 8,418 8,000 9,000
Rehabilitation 4,775 SF $258.50 1,234 1,000 1,000
TOTAL BUILDING CONSTRUCTION 198,327 SF 46,414 42,000 50,000
Sitework 10,500 SF $154.70 1,624 1,000 2,000
TOTAL BUILDING AND SITEWORK 48,038 43,000 52,000

ALTERNATIVE ONE

New Hospitality Building 66,122 SF $311.00 20,564 19,000 23,000
New Parking 51,027 SF $149.00 7,603 7,000 8,000
Rehabilitation 32,914 SF $400.00 13,166 12,000 14,000
TOTAL BUILDING CONSTRUCTION 150,063 SF 41,333 38,000 45,000
Sitework 19,005 SF $115.00 2,186 2,000 2,000
TOTAL BUILDING AND SITEWORK 43,518 40,000 47,000
ALTERNATIVE TWO
New Hospitality Building 92,906 SF $304.00 28,243 25,000 31,000
New Parking 57,500 SF $146.00 8,395 8,000 9,000
Rehabilitation 21,174 SF $420.00 8,893 8,000 10,000
TOTAL BUILDING CONSTRUCTION 171,580 SF 45,532 41,000 50,000
Sitework 21,638 SF $110.00 2,380 2,000 3,000
TOTAL BUILDING AND SITEWORK 47,912 43,000 53,000
ALTERNATIVE THREE

New Hospitality Building 99,994 SF $301.00 30,098 27,000 33,000
New Parking 61,308 SF $137.31 8,418 8,000 9,000
Rehabilitation 4,775 SF $258.50 1,234 1,000 1,000
TOTAL BUILDING CONSTRUCTION 166,077 SF 39,751 36,000

Sitework 10,500 SF $154.70 1,624 1,000 2,000
TOTAL BUILDING AND SITEWORK 41,375 37,000 45,000

Exhibit 10
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La Bahia Hotel
CEQA Alternatives

Scope of Work

Project Scope Description

The site of the proposed project and its three alternatives occupy a city lot of 61,000 square feet in the City of Santa
Cruz. The site slopes 34 feet in elevation over its one block expanse, requiring significant soil excavation and
retaining to accommodate the parking component that is part of each plan. The existing six buildings are
considered significant historically, and rehabilitation to any retained structures is assumed to meet the Secretary of
the Interior's standards for historic structures.

Methodology

The costs for the alternatives were extrapolated and adjusted from the 2013 schematic design documents for the
proposed project. Since construction costs of parking, new hospitality buildings, and rehabilitated structures can
vary significantly, each project was broken down into those components as well as sitework. The basis of the
relative areas is the spreadsheet developed by LMS Architects, which shows a breakdown by those same elements.

The schematic design cost plan (dated 05/30/2013) showed one cost for the combined parking and new hotel
structure, so the first task was to separate the new building into two program elements - parking and hospitality.
The combined cost of these two components equals the total shown for the building in the estimate, with an
adjustment made to reduce the design contingency from 10% to 5%. A portion of the scope of work found in the
estimate's sitework section pertaining to development above the ground plane was also reallocated to the building
cost. From this point costs per square foot could be adjusted to account for the difference in areas of the program
elements of each alternative. Generally as the area of a given program decreases its cost per square foot
increases, all other things being equal.

The missing piece of the above approach was the cost of rehabilitation of the existing structures. Although the cost
plan of 2013 provided a cost breakdown for rehabilitating the tower alone, the approach adopted for the tower in the
proposed project was more limited than that described in the historic structures and structural reports, in part by
excluding new foundation work. This approach resulted in a cost per square foot of $258.50. This compares to a
more typical cost in the range of $400 per square foot for the work described in the analytical reports that would
apply to the remainder of the existing structures and their development as hospitality buildings.

The cost model for the rehabilitation of the hospitality buildings was developed using benchmark information from
other rehabilitation projects, information from the new hotel breakout described above, and the structural engineer's
report and the historic structures report found in the Draft EIR.

Exhibit 10
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La Bahia Hotel
CEQA Alternatives

Basis of Estimate

Design Information
City of Santa Cruz Draft EIR for La Bahia Hotel, January 2014
AECOM Cost Plan for Proposed Project, May 30, 2013

Program Chart for 3 Alternatives (1301 DEIR construction costs R1) received 05/02/2014 from Leddy Maytum
Stacy Architects

Conditions of Construction
A start date of May 2014
A construction period of 20-24 months
The general contract will be competitively bid with qualified main subcontractors
The entire scope of work will be bid as one project
There will not be small business set aside requirements
The contractor will not be required to pay prevailing wages
There are no phasing requirements
The general contractor will have full access to the site during normal business hours

Exclusions from Proposed Project Cost Plan
Soil remediation
Testing and inspection fees
Architectural, design and construction management fees
Scope change and post contract contingencies
Assessments, taxes, finance, legal and development charges
Environmental impact mitigation
Builder's risk, project wrap-up and other owner provided insurance program
Land and easement acquisition
Loose furniture and equipment except as specifically identified
Hazardous material handling, disposal and abatement
Compression of schedule, premium or shift work, and restrictions on the contractor's working hours
Fit-out of retail space
Supply of carpet (OFCI)
Supply of fixed bathroom accessories (OFCI)
Laundry equipment (OFOI)
Vanity unit and countertop in guest rooms (OFOI)
Room and wayfinding signage (OFOI)
Window treatment (OFOI)
Honor bar/refrigerator and casework in guest rooms (OFOI)
Site furniture (tables, chairs, planter pots, trash receptacles) (OFOI)
Audio visual equipment & cabling
UPS
Public address
Telephone/data and TV - equipment and cabling
Utility connection charges and fees
Storm drainage retention and treatment
Domestic water booster pumps
PG&E HV equipment and cabling Exhibit 10
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La Bahia Hotel
CEQA Alternatives

Market Conditions

This document is based on the measurement and pricing of quantities wherever information is provided and/or
reasonable assumptions for other work not covered in the drawings or specifications, as stated within this
document. Unit rates have been obtained from historical records and/or discussion with contractors. The unit rates
reflect current bid costs in the area. All unit rates relevant to subcontractor work include the subcontractors
overhead and profit unless otherwise stated. The mark-ups cover the costs of field overhead, home office overhead
and profit and range from 15% to 25% of the cost for a particular item of work.

Pricing reflects probable construction costs obtainable in the project locality on the date of this statement of
probable costs. This estimate is a determination of fair market value for the construction of this project. It is not a
prediction of low bid. Pricing assumes competitive bidding for every portion of the construction work for all
subcontractors and general contractors, with a minimum of 4 bidders for all items of subcontracted work and 6-7
general contractor bids. Experience indicates that a fewer number of bidders may result in higher bids, conversely
an increased number of bidders may result in more competitive bids.

Since AECOM has no control over the cost of labor, material, equipment, or over the contractor's method of
determining prices, or over the competitive bidding or market conditions at the time of bid, the statement of probable
construction cost is based on industry practice, professional experience and qualifications, and represents
AECOM's best judgment as professional construction consultant familiar with the construction industry. However,
AECOM cannot and does not guarantee that the proposals, bids, or the construction cost will not vary from opinions
of probable cost prepared by them.

Exhibit 10
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La Bahia Hotel
CEQA Alternatives

Proposed Project Areas and Control Quantities

SF
Areas

Enclosed Areas Taken from Schematic Design Cost Plan

dated 05/30/2013

Level 1 49,410
Level 2 48,018
Level 3 33,945
Level 4 28,823
Level 5 19,461
Level 6 11,785

Subtotal of Enclosed Areas 191,442
Covered Areas

Covered Area 6,393

Subtotal of Covered Areas at Half Value 3,197

Control Quantities Ratio to GFA
Functional Units 166 KEYS 0.001
Number of stories (x1,000) 6 EA 0.031
Gross Area 194,639 SF 1.000
Enclosed Area 191,442 SF 0.984
Covered Area 6,393 SF 0.033
Footprint Area 49,410 SF 0.254
Volume 2,079,071 CF 10.682
Basement Volume 1,044,957 CF 5.369
Gross Wall Area 87,132 SF 0.448
Retaining Wall Area 14,818 SF 0.076
Finished Wall Area 72,314 SF 0.372
Windows or Glazing 24% 17,426 SF 0.090
Roof Area - Flat 54,129 SF 0.278
Roof Area - Sloping 2,494 SF 0.013
Roof Area - Total 56,623 SF 0.291
Elevators (x10,000) 5 EA 0.257
Plumbing Fixtures (x1,000) 602 EA 3.093
Electrical Load (x 1,000) 2,000 kVA 10.275
HVAC 100,000 CFM 0.514

Exhibit 10
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La Bahia Hotel
CEQA Alternatives

Proposed Project New Hospitality Building

TOTAL

Gross Area: 132,244 SF

01 Foundations 5% 13.40 1,772
02 Vertical Structure 3% 8.20 1,084
03 Floor and Roof Structure 12% 32.00 4,232
04 External Cladding 11% 31.00 4,100
05 Roofing and Waterproofing 4% 12.00 1,587
Shell 35% 96.60 12,775
06 Interior Partitions 9% 25.10 3,319
07 Interior Finishes 5% 14.20 1,878
2 Interiors 14% 39.30 5,197
08 Equipment and Specialties 6% 17.80 2,354
09 Vertical Transportation 3% 7.70 1,018
Equipment & Vertical Transportation
10 Plumbing 7% 19.00 2,513
11 HVAC 10% 29.00 3,835
12 Electrical 9% 25.60 3,385
13 Fire Protection 1% 4.10 542
Mechanical & Electrical 28% 77.70 10,275
BUILDING CONSTRUCTION 86% 239.10 31,620
17 General Conditions 7.50% 6% 17.93 2,371
18 Contractor's Overhead & Profit or Fee 3.00% 3% 7.71 1,020
PLANNED CONSTRUCTION COST 95% 264.74 35,011
19 Contingency for Development of Design 5.00% 5% 13.24 1,751

CONSTRUCTION COST BEFORE ESCALATION 100% 277.98 36,761

20 Escalation Is Not Included 0.00% 0% 0.00 0
RECOMMENDED BUDGET 100% 277.98 36,761

Exhibit 10
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La Bahia Hotel
CEQA Alternatives

Proposed Project Parking Structure

TOTAL

Gross Area: 61,308 SF

01 Foundations 33% 45.00 2,759
02 Vertical Structure 14% 18.85 1,156
03 Floor and Roof Structure 13% 18.50 1,134
04 External Cladding 2% 2.50 153
05 Roofing and Waterproofing 6% 8.60 527
Shell 68% 93.45 5,729
06 Interior Partitions 1% 2.00 123
07 Interior Finishes 1% 1.50 92
2 Interiors 3% 3.50 215
08 Equipment and Specialties 2% 2.50 153
09 Vertical Transportation 2% 3.00 184
Equipment & Vertical Transportation
10 Plumbing 1% 1.85 113
11 HVAC 5% 6.50 399
12 Electrical 3% 4.20 257
13 Fire Protection 2% 3.10 190
Mechanical & Electrical 11% 15.65
BUILDING CONSTRUCTION 86% 118.10 7,240
17 General Conditions 7.50% 6% 8.86 543
18 Contractor's Overhead & Profit or Fee 3.00% 3% 3.81 234
PLANNED CONSTRUCTION COST 95% 130.77 8,017
19 Contingency for Development of Design 5.00% 5% 6.54 401
CONSTRUCTION COST BEFORE ESCALATION 100% 137.30 8,41
20 Escalation Is Not Included 0.00% 0% 0.00 0
RECOMMENDED BUDGET 100% 137.31 8,418
1 2 3 4
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AECOM Estimate Stage Estimate Type May 12, 2014 9

La Bahia Hotel

CEQA Alternatives
Alternative One Rehabilitation Component Cost Model
% $/SF TOTAL
Full Rehabilitation Gross Area: 32,914 SF
01 Foundations 10% 40.00 1,317
02 Vertical Structure 6% 25.00 823
03 Floor and Roof Structure 9% 35.00 1,152
04 External Cladding 11% 45.00 1,481
05 Roofing and Waterproofing 8% 30.00 987
1 Shell 44% 175.00 5,760
06 Interior Partitions 8% 30.00 987
07 Interior Finishes 6% 25.00 823
2 Interiors 14% 55.00 1,810
08 Equipment and Specialties 4% 15.00 494
09 Vertical Transportation 3% 10.00 329
Equipment & Vertical Transportation
10 Plumbing 5% 20.00 658
11 HVAC 8% 30.00 987
12 Electrical 8% 32.50 1,070
13 Fire Protection 1% 5.00 165
4  Mechanical & Electrical 22% 87.50 2,880
BUILDING CONSTRUCTION 86% 342.50 11,273
17 General Conditions 7.50% 6% 25.69 845
18 Contractor's Overhead & Profit or Fee 3.00% 3% 11.05 364
PLANNED CONSTRUCTION COST 95% 379.23 12,482
19 Contingency for Development of Design 5.00% 5% 18.96 624
CONSTRUCTION COST BEFORE ESCALATION 100% 398.19 13,10
20 Escalation Is Not Included 0.00% 0% 0.00 0

RECOMMENDED BUDGET 100% 398.19 13,106

1 2 3 4
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Hospitality Capability Statement

Program, Cost, Consultancy
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AECOM Program, Cost, Consultancy

Who we are

AECOM is a Fortune 500 firm which is a global
provider of professional, technical and management
support services to a broad range of markets,
including transportation, facilities, environmental,
energy, water and government. AECOM has 45,000
employees located in offices in approximately 125
countries and is a leader in all of the key markets that
it serves.

In October 2010, Davis Langdon joined AECOM
Technology Corporation (NYSE: ACM). Joining AECOM
has allowed us to extend our global reach while still
locally delivering a comprehensive suite of
construction consulting services. We combine
construction market intelligence and technical
expertise to offer solutions that meet today’s
challenges as well as long-term needs. Backed by our
global network of experts, we tackle the challenges
that arise throughout the life cycle of a project’s
development from providing input on business
investment strategy to advising on the ongoing
operational efficiency of an asset.

AECOM is a comprehensive and integrated
construction consultancy offering services in a wide
range of specialized capabilities including cost
consulting, project/program management, project
controls, value and risk consulting, capital and asset
optimization, sustainability consulting and research.
We provide a full range of cost management services
to achieve this during a project life span, from
advising on the feasibility of a project at the early
concept stages (including total project cost and
operational cost estimates), to settling the final
contractor payments at the end of the construction
period.

Hospitality Qualifications

During the design phase we provide cost planning
services to maintain an alignment between project
requirements, the design and funding availability. We
do this on behalf of the owner or the design team. We
also provide value engineering and life-cycle cost
studies, funding schedules and cash flow analyses.
We evaluate and negotiate bids, and during
construction we manage contractor payments,
including change order and claims reviews and
settlements.
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q:COM Program, Cost, Consultancy Hospitality Qualifications

Integrated Services Model from portfolio management to occupancy
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Program, Cost, Consultancy

A=COM

Our Services

Cost Management

As a leading provider of construction cost consulting
services, we strive to be the best-in-class in all
that we do. This is evidenced by the recognition as
World Architecture’s ‘“Top International Construction
Consultant’ for 19 successive years. Specific to

the North American market, our cost consulting
experience is unsurpassed. For more than 38 years,
we have gained a reputation for working with some
of the world’s leading architects, often on extremely
complex building types and developments.

We understand the connection between schedule,
quality, program and cost, and use that knowledge

to provide our clients with practical, thorough advice
that leads to the best possible cost outcomes. We
assess the long-term costs and benefits associated
with individual design measures and with the building
design as a whole. Our process results in efficient

and fruitful design-making, and achievement of
sustainable design goals that complement and further
the client’s mission.

Life Cycle Cost Analysis (LCCA)

Our LCCA and Total Cost of Ownership modeling
incorporates an analysis of design as it affects
operations, maintenance and construction costs.
A cost analysis and a startup to end of life analysis
of materials and systems are compared to possible
alternatives and provides the team with sound
information in the decision making process.

Our advanced Life Cycle Costing protocols incorporate
Risk Analysis methodologies, including probabilistic
sensitivity analysis, into the process. By using risk
distributions for Life Cycle variables, including

cost, benefits, discount rates, core escalation and
differential inflation, we help our clients to create a

Hospitality Qualifications

more comprehensive characterization of the range

of Life Cycle Costs for a project or a proposed option.
This allows for more accurate evaluation of options for
Whole Life Cycle costs and provides the owner with
desired confidence on their long term investments.
More importantly, our Life Cycle Costing processes
allow for transparency to the users and decision
makers.

Project Delivery/Procurement Knowledge

The selection of the most appropriate project delivery
strategy is often a complex task that involves the
identification of all the key project drivers not least
of which are the owner’s time, cost and quality
constraints. But often the selection of a given
procurement approach is dictated more by what

has been done in the past rather than by what the
current situation demands. With past experience from
thousands of projects worked upon globally, AECOM
has an exceptionally broad range of experience of
every form of procurement.

We are routinely asked to provide evaluations of
procurement strategy options for our clients along
with the associated pros and cons of one particular
option over another. Effective management of
procurement and delivery of value chains are at the
heart of delivering construction projects faster, at
lower cost and with improved outcomes. A key part to
managing supplier performance is selecting the most
suitable proven suppliers to perform the work. This
selection should be based on overall value, and not
simply lowest cost.

Value and Risk Management

We develop a cost risk model to determine final
cost ranges. And as each project progresses, we
update the cost risk models to monitor the level of

contingency required to complete the project, and
advise the client as to how much contingency is
required as the uncertainty diminishes. Similarly we
develop schedule risk models; we assess uncertainty
around planned durations, the impact of specific
risks and determine the likely range of completion
dates and confidence levels in the completion target.
AECOM continually reviews and updates the risk
models during the design and construction phases.

Research

Our Research group was created to collect and
disseminate information on the construction market,
including in-depth reporting on market escalation and
on factors driving material and overall project costs.
As market leaders in research, research management
and innovation, we provide you with cutting edge
knowledge on the latest trends in construction and
we provide our internal consulting teams with an
invaluable resource for the best intelligence on market
conditions.

Our team has experience in evaluating the impact of
various economic and operational scenarios in global
and local construction, and in producing general to
specific reports on key market trends.

Market Insight and Benchmarking Expertise

Our decades of experience with prominent clients
from all sectors, and regions within the United States
and around the world, have allowed us to build up
extensive cost databases and benchmarking data.
This information allows us increased accuracy in our
financial analysis, cost models and appraisals for
each location.
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Program, Cost, Consultancy

A=COM

Experience Hospitality

Baha Mar Resort
Nassau, Bahamas

The Baha Mar resort is a new, large scale resort
complex planned for a nineteen acre parcel of land

in the Bahamas. The 3.8 million SF resort will include
refurbishment of an existing hotel and new Central
Power Plant. Also included are four separate hotel
towers (average 25 stories), a casino, and a convention
center, as well as retail and entertainment venues,
timeshare residences, wedding chapels, and extensive
landscaping with canals, lakes, floating pavilions, and
an amphitheatre. All four hotels will be built atop one
central podium, which is designed to house service
and support facilities for the resort.

The existing hotel was kept partially open and
operational during the two refurbishment work phases
which were completed in early 2008 at an approximate
cost of $75,000,000. The Central Power Plant was

Hospitality Qualifications

also kept in operation during the refurbishment and
involved installation of new chiller, boiler plant and
equipment.

The existing hotel was kept partially open and
operational during the two work phases which covered
an 18 month period. The Central Power Plant was also
kept in operation during the installation of the new
plant and equipment. Davis Langdon provided project
management, scheduling, and pre- and post-contract
cost management services for these two projects.
Both projects were completed on time and on budget.

For the main project, Davis Langdon provided
design stage cost planning services, beginning with
the conceptual design phase, to ensure that the
design developed in line with the budgeted funds.

This required coordination between our staff in Los
Angeles working with the design architect, our staff in
New York who were collaborating with the executive
architect and our staff on site in the Bahamas.
Currently, our team in the Bahamas is providing a

full range of construction phase cost management
services including forecasting overall costs to
complete, contractor payment application reviews
and approvals, change order reviews and negotiations,
claims evaluations, cash flow projections and
scheduling services.
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A=COM

Experience Hospitality

Trump International Hotel & Tower,
Waikiki Beach
Honolulu, Hawaii

This project is comprised of a new hotel and
residential tower of approximately 728,000 SF
including four levels of parking for 227 cars. The tower
consists of 35 floors with 332 hotel suites and 130

residential units including the penthouse apartments.

Hospitality Qualifications

Hyatt Regency
New Orleans, Louisiana

This project involves the master plan for the
demolition, renovation and new construction of the
Hyatt Regency and surrounding structures in New
Orleans, Louisiana. The new construction plan for the
Hyatt includes an interior renovation, a new parking
structure, grand ballroom, museum, restaurants, mid-
rise and high-rise residential structures and a bridge
to the Superdome.

Hilton
San Francisco, California

This project includes a new 26 story hotel tower and
remodeling of the existing 19 story Hilton Hotel.
Covering a city block, the project also involves
retrofitting the 25 year old Tabler Building for fire and
life safety requirements. The project is a joint venture
between Prudential Insurance Company and Hilton.
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A=COM

Experience Hospitality

Confidential Mixed-Use Hospitality
Project

Las Vegas, Nevada

We provided conceptual design cost consulting
services for the first phase of this 110-acre project.
A significant component of the project’s Phase 1A
program is a 2.4 million GSF trade pavilion. The first
two floors of this pavilion will be exhibition spaces
that will open to the public. The remaining floors will

be private, temporary, trade related exhibition spaces.

Phase 1A also includes temporary surface parking
and extended parking on the location of the future
convention center; and road and street development
on the connectors to Las Vegas Boulevard and Old
Blue Diamond Road. We also provided studies for a
potential Formula 1 circuit.

Hospitality Qualifications

The Harmon Hotel at CityCenter
Las Vegas, Nevada

CityCenter, the largest privately financed development
in the United States, draws its influences from
prominent traditional cities, and is designed to

feel like the center of a city with supermarkets and
sidewalks. Over five hundred loft-like condominiums,
brownstones and other attached-housing styles have
been incorporated into the retail districts.

The Harmon Hotel will contain four hundred hotel
rooms and suites and will be the first exclusively
private boutique non-gaming property. Itis currently
pursuing the highest levels of LEED certification. We
provided conceptual design cost consulting services.

Peninsula Hotel
Chicago and New York

A fully fitted out and operational hotel development
comprising of a basement level and 23 floors above
ground.

Chicago: A fully fitted out and operational hotel
development comprising of 20 floors containing 339
luxurious guestrooms and suites along with a spa,
restaurants and a bar, and meeting room space.

The on-site inspection of the hotels was carried
out by Davis Langdon in 2005. The firm represented
the Owner, Hong Kong Shanghai Hotels Ltd., and
performed an asset valuation and cost segregation
exercise (historical construction cost and total
depreciation of the building hard elements, such
as structure, partitions, and cladding). For the
Chicago location, we also prepared a single cost plan
segregated into appropriate components/functional
areas (included building works, plant and machinery,
and fixed furniture and fixtures). Exhibit 10
A-3-STC-14-0049
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A=COM

Experience Hospitality

New Event Center and Casino
Expansion, Cache Creek Casino Resort

Brooks, California

Phase One of this resort’s one million square foot
expansion includes the addition of a 52,000 SF event
center, a 20,000 SF gaming floor, a nine hundred
vehicle parking structure, a generator facility and
the expansion of the South wing and waste water
treatment facility, back of house alterations,
restaurant remodels, food court renovation, spa
remodel, recycled water treatment and storage
upgrades and site development. We are providing
project management services to the resort in two
parts.

The initial evaluation phase will include the
development of cost models, risk assessments and
baseline scheduling. As the project moves into the
later stages of design, we will provide ongoing design
and project management, change order management,
schedule review, a forecast of project costs and a

review of invoices for compliance with contract terms.

Hospitality Qualifications

Casino Arizona Resort
Scottsdale, Arizona

We provided design phase cost estimating services for
this new resort and spa. The resort includes a 440,000
GSF hotel; a 340,000 SF casino which will house
restaurants, retail and back of house space;a 120,000
SF conference facility; and two parking structures, a
central plant, and championship caliber golf courses.

100

Wild Horse Pass Resort
Chandler, Arizona

The Sheraton Wild Horse Pass Resort, for which we
provided design phase cost estimating services,
includes a four star hotel with restaurants, ballrooms,
conference center, a golf course with clubhouse,
extensive landscaping and several water features
including a man-made river linking the hotel to the
on-site casino. This resort strives to incorporate the
culture of the Pima and Maricopa tribes through the
use of natural materials and architectural features
that mimic the traditional styles of the residents of the
Gila River Indian Community.
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Experience Hospitality

El Encanto Hotel and Garden Villas
Renovation

Santa Barbara, California

The 53,891 GSF renovation of the historic main
building includes meeting rooms, lobby, restaurant
and kitchen as well as construction of a new ballroom,
spa and public restrooms in the basement. Also
included in the renovation were guest rooms and

suites in a variety of historic and non historic cottages.

Five new cottages, housing nine new guestrooms and

suites were constructed in addition to surface parking.

Cipriani Beverly Hills Hotel

Beverly Hills, California

The project consists of a renovation of an existing

14 story hotel of approximately 143,278 GSF and

114 rooms. The scope of work included an extensive
interior renovation of the ground (lobby) and guest
room floors (2-12), a new spa at the P1 level, and minor
renovation at the P2 level. The work also includes
extensive renovation of paving & landscaping and two
new swimming pools.

Wilshire Grand Hotel

Los Angeles, California

This project comprised of a feasibility study for
renovation and expansion of the existing hotel. Seven
alternatives were considered including the demolition
of the existing 50-year old Wilshire Grand Hotel and
replacing it with a 40-story luxury hotel and a 60-story
Class A office tower.

Hospitality Qualifications

Fairmont Hotel Towers

San Jose, California

This new 403,913 SF high-rise hotel tower comprises
of 3 levels of below grade parking with 1 level tunnel
connection into existing hotel; 2 levels of lobby, retail
and meeting rooms with one level bridge connection
to the existing hotel and 11 levels of hotel rooms.

Fess Parker Waterfront Park Plaza Hotel

Santa Barbara, California

The project entails the design and construction of

a hundred and fifty room luxury hotel and spa with
parking, retail, a restaurant, meeting/ballroom, owner
and manager apartments and related facilities.

The hotel grounds include five separate 2-3 story
buildings totaling 127,139 GSF and 131,220 GSF of site
development.

Ritz Carlton Hotel

Rose Island, Bahamas

This new 380,000 GSF hotel to be constructed on
Rose Island will comprise of guestrooms and 550 SF
of suites with large balconies along with a swimming
pool, spa, gourmet restaurant and intimate meeting
space.

New Event Center and Casino Expan-
sion, Cache Creek Casino Resort

Brooks, California

Phase One of this resort’s one million square foot
expansion includes the addition of a 52,000 SF event
center, a 20,000 SF gaming floor, a nine hundred
vehicle parking structure, a generator facility and
the expansion of the South wing and waste water
treatment facility, back of house alterations, restau-
rant remodels, food court renovation, spa remodel,
recycled water treatment and storage upgrades and
site development.
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Experience Global

Marriott

«  Courtyard Marriott
Roissy, France

«  Marriott Courtyard Hotel
North Ryde, Australia

*  Marriott Cost Studies
Nationwide

«  Marriott Courtyard Hotel
Los Angeles, California

«  Marriott Ocean Watch
Myrtle Beach, South Carolina

*  Marriott Vacation Club
Orlando, Florida

«  Marriott Courtyard Hotel
Tblisi, Georgia

e Marriott Courtyard Hotel
Warsaw, Poland

«  Marriott Hotel Yerba Buena Gardens
San Francisco, California

*  Marriott Hotel
San Ramon, California

Four Seasons Hotels

»  Four Seasons Conservatory
Washington, D.C.

«  Four Seasons Canary Riverside
London, England

*  Four Seasons West Bay Complex
Doha, Qatar

« Four Seasons
Umbria, Italy

Hospitality Qualifications

Hilton Hotels

e Hilton Hotel Melbourne Airport
Melbourne Airport, Australia

e Hilton Hotel San Francisco Airport
San Francisco, California

« Hilton Hotel
Beirut, Lebanon

« Hilton Hotel
Gatwick, England

« Caledonian Hilton
Edinburgh, Scotland

«  More London Hilton Hotel Plot 5
London, England

« Hilton Stockton
Stockton, California

Hyatt Hotels

e  Grand Hyatt Regency
Singapore

« Grand Hyatt
New Orleans, Louisiana

« Grand Hyatt Hotel
Beirut, Lebanon

» PlazaIndonesia/Grand Hyatt
Indonesia

e Hyatt Regency Master Plan
New Orleans, Louisiana

122

Top: Hilton Hotel Melbourne Airport -
Australia; Bottom: Four Seasons
Canary Riverside - London
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Table B-1
Proposed Project Return on Investment Analysis

1 2 3 4 5 6 7 8 9 10
Item Total 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Costs
Land Acquisition Costs [1] ($5,000,000) ($5,000,000) $0 $0 $0 $0 $0 $0 $0 $0 $0
Development Cost [2] ($63,855,000) ($20,691,000) ($43,164,000) $0 $0 $0 $0 $0 $0 $0 $0
Total Costs ($68,855,000) ($25,691,000) ($43,164,000) $0 $0 $0 $0 $0 $0 $0 $0
Operating Revenues
Net Operating Revenues $45,700,000 $0 $0 $1,500,000 $4,400,000 $6,200,000 $6,400,000 $6,500,000 $6,700,000 $6,900,000 $7,100,000
Hotel Sales Revenues
Hotel Sale Revenues [3] $94,666,667 $0 $0 $0 $0 $0 $0 $0 $0 $0  $94,666,667
Cost of Sale [4] ($946,667) $0 $0 $0 $0 $0 $0 $0 $0 $0 ($946,667)
Net Sales Revenue $93,720,000 $0 $0 $0 $0 $0 $0 $0 $0 $0  $93,720,000
Net Income $70,565,000 ($25,691,000) ($43,164,000) $1,500,000 $4,400,000 $6,200,000 $6,400,000 $6,500,000 $6,700,000 $6,900,000 $100,820,000

IRR 10.2%

[1] Land acquisition cost assumed to be $5,000,000 (in 2015 dollars).

[2] Development cost phasing assumed to 33 percent in 2015 and 67 percent in 2016.
[3] Hotel value based on capitalization rate of 7.5 percent.

[4] Cost of sale assumed to be 1 percent of sales value.

[5] Inflation rate assumed to be 3 percent.
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Table B-2
Full Preservation Return on Investment Analysis

1 2 3 4 5 6 7 8 9 10
Item Total 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Costs
Land Acquisition Costs [1] ($5,000,000) ($5,000,000) $0 $0 $0 $0 $0 $0 $0 $0 $0
Development Cost [2] ($56,975,000) ($18,461,667) ($38,513,333) $0 $0 $0 $0 $0 $0 $0 $0
Total Costs ($61,975,000) ($23,461,667) ($38,513,333) $0 $0 $0 $0 $0 $0 $0 $0
Operating Revenues
Net Operating Revenues $32,800,000 $0 $0 $1,400,000 $3,600,000 $4,300,000 $4,400,000 $4,600,000 $4,700,000 $4,800,000 $5,000,000
Hotel Sales Revenues
Hotel Sale Revenues [3] $66,666,667 $0 $0 $0 $0 $0 $0 $0 $0 $0 $66,666,667
Cost of Sale [4] ($666,667) $0 $0 $0 $0 $0 $0 $0 $0 $0 ($666,667)
Net Sales Revenue $66,000,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $66,000,000
Net Income $36,825,000 ($23,461,667) ($38,513,333) $1,400,000  $3,600,000  $4,300,000  $4,400,000  $4,600,000  $4,700,000  $4,800,000 $71,000,000

IRR 6.6%

[1] Land acquisition cost assumed to be $5,000,000 (in 2015 dollars).

[2] Development cost phasing assumed to 33 percent in 2015 and 67 percent in 2016.
[3] Hotel value based on capitalization rate of 7.5 percent.

[4] Cost of sale assumed to be 1 percent of sales value.

[5] Inflation rate assumed to be 3 percent.
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Table B-3
Partial Preservation Return on Investment Analysis

1 2 3 4 5 6 7 8 9 10

Item Total 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Costs
Land Acquisition Costs [1] ($5,000,000)  ($5,000,000) $0 $0 $0 $0 $0 $0 $0 $0 $0
Development Cost [2] ($62,565,000) ($20,273,000) ($42,292,000) $0 $0 $0 $0 $0 $0 $0 $0

Total Costs ($67,565,000) ($25,273,000) ($42,292,000) $0 $0 $0 $0 $0 $0 $0 $0
Operating Revenues
Net Operating Revenues $37,600,000 $0 $0 $1,700,000 $4,100,000 $4,900,000 $5,100,000 $5,200,000 $5,400,000 $5,500,000 $5,700,000
Hotel Sales Revenues
Hotel Sale Revenues [3] $76,000,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $76,000,000
Cost of Sale [4] ($760,000) $0 $0 $0 $0 $0 $0 $0 $0 $0 ($760,000)

Net Sales Revenue $75,240,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $75,240,000
Net Income $45,275,000 ($25,273,000) ($42,292,000) $1,700,000 $4,100,000 $4,900,000 $5,100,000 $5,200,000 $5,400,000 $5,500,000 $80,940,000
IRR 7.3%
[1] Land acquisition cost assumed to be $5,000,000 (in 2015 dollars).
[2] Development cost phasing assumed to 33 percent in 2015 and 67 percent in 2016.
[3] Hotel value based on capitalization rate of 7.5 percent.
[4] Cost of sale assumed to be 1 percent of sales value.
[5] Inflation rate assumed to be 3 percent.
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Table B-4
Reduced Height & Size Return on Investment Analysis

1 2 3 4 5 6 7 8 9 10
Item Total 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Costs
Land Acquisition Costs [1] ($5,000,000)  ($5,000,000) $0 $0 $0 $0 $0 $0 $0 $0 $0
Development Cost [2] ($54,610,000) ($17,695,333) ($36,914,667) $0 $0 $0 $0 $0 $0 $0 $0
Total Costs ($59,610,000) ($22,695,333) ($36,914,667) $0 $0 $0 $0 $0 $0 $0 $0
Operating Revenues
Net Operating Revenues $31,800,000 $0 $0 $600,000 $2,900,000 $4,400,000 $4,500,000 $4,600,000 $4,800,000 $4,900,000 $5,100,000
Hotel Sales Revenues
Hotel Sale Revenues [3] $68,000,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $68,000,000
Cost of Sale [4] ($680,000) $0 $0 $0 $0 $0 $0 $0 $0 $0  ($680,000)
Net Sales Revenue $67,320,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $67,320,000
Net Income $39,510,000 ($22,695,333) ($36,914,667) $600,000  $2,900,000  $4,400,000 $4,500,000 $4,600,000 $4,800,000  $4,900,000 $72,420,000

IRR 7.1%

[1] Land acquisition cost assumed to be $5,000,000 (in 2015 dollars).

[2] Development cost phasing assumed to 33 percent in 2015 and 67 percent in 2016.
[3] Hotel value based on capitalization rate of 7.5 percent.

[4] Cost of sale assumed to be 1 percent of sales value.

[5] Inflation rate assumed to be 3 percent.
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FINAL MEMORANDUM

To: Juliana Rebagliati, City of Santa Cruz
From: Teifion Rice-Evans, Ashleigh Kanat and Walker Toma

Subject: La Bahia Proposed Project and Project Alternatives Fiscal
Impact Analysis; EPS #141040

Date: July 18, 2014

This memorandum presents a fiscal impact analysis of the proposed
165-room La Bahia Hotel as well as three hotel project alternatives
identified and evaluated in the Environmental Impact Report (EIR)
required under the California Environmental Quality Act (CEQA). The
three hotel alternatives are the Full Preservation Alternative, the Partial
Preservation Alternative and the Reduced Height and Size Alternative.

Project Background

The Project Site (the “Site”) is located on Beach Street across from the
Santa Cruz Beach Boardwalk in Santa Cruz, California, as shown in
Figure 1. The Site is approximately 1.4 acres and contains the 44-unit
La Bahia Apartments, which are currently used as rental housing
primarily for students and Boardwalk employees. The apartment
complex consists of six, two- to three-story buildings totaling
approximately 33,000 square feet. The proposed development is
referred to as the Project in this analysis.
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Figure 1 Project Site Map
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Final Memorandum July 18, 2014
La Bahia Proposed Project and Project Alternatives Fiscal Impact Analysis Page 3

Study Approach

The analysis is focused on the net new fiscal impact of the Project and Project Alternatives to the
City of Santa Cruz’s General Fund (gross revenues less gross expenditures), based on typical
factors and activities of the uses envisioned in across the Project and Alternatives. The analysis
focuses on three of the City’s primary General Fund revenue sources (Property Tax, Sales Tax
and Transient Occupancy Tax) and five of the City’s primary General fund expenditure categories
(General Government, Police, Fire, Parks & Recreation and Public Works).

This analysis compares the potential additional costs incurred by the City from providing public
services to the Project and alternatives with the additional tax revenues generated by the Project
and alternatives. The analysis indicates whether the Project and alternatives can be expected to
have a positive or negative overall effect on the City’s General Fund at stabilization. It should be
noted that fiscal results (annual surpluses or deficits) are simply indicators of fiscal performance;
they do not mean that the City will automatically have surplus revenues or deficits because the
City must have a balanced budget each year. Persistent shortfalls shown in a fiscal analysis may
indicate the need to reduce service levels or obtain additional revenues; persistent surpluses will
provide the City with resources to reduce liabilities such as deferred maintenance or improve
service levels.

The impacts of the proposed Project and alternatives are estimated upon completion of
construction and a stabilized performance.? The analysis is based on a number of sources
including the City of Santa Cruz’s 2014/2015 Adopted Operating Budget, County and State data
sources, public real estate data, data provided by the Project Sponsor, the Project Environmental
Impact Report (EIR), interviews with hotel industry experts, and EPS’s recent experience in the
region and in comparable jurisdictions. The estimates in this analysis depend on factors such as
timing of development, market performance, economic conditions, and budget practices. All
results are expressed in constant 2014 dollars.

The analysis uses standard estimating procedures to estimate new General Fund revenues and
an average cost approach to estimate the incremental General Fund costs to the City of providing
services to the Project and alternatives. The average cost approach provides a planning-level
estimate of the costs of supplying public services to the Project and alternatives. A review of
Chapter 4 of the EIR indicates no new significant impact to public services, so the actual need for
and costs associated with providing additional public service may be less than estimated under
the average cost approach. This is often the case with infill, redevelopment projects because the
city or city departments have capacity to serve the intensified use. At this point, public service
cost estimates have not been reviewed by City staff and may be revised based on additional
input.

1 For the proposed Project and alternatives, stabilization is assumed to occur in year three of
operation.
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Key Findings

Key findings are described below and shown on Summary Table 1. All results are in constant
2014 dollars.

1. The La Bahia development proposes a new 165-room, full-service hotel. Upon
stabilization (estimated to occur in year three of operation), the new development
will generate the largest fiscal surplus and greatest number of jobs when compared
with the alternatives.

The proposed hotel is expected to support approximately 248 employees, or 1.5 employees
per key, and an annual fiscal surplus of approximately $1.39 million. The alternatives, if
developed, would generate between 174 and 210 jobs and a net fiscal surplus of between
$961,400 and $1.07 million annually.

2. The proposed Project and alternatives will generate fiscal surpluses over and above
the revenues required to cover the costs to the City of providing public services.

The fiscal impact at stabilization of the proposed Project and alternatives on the City’s
General Fund are estimated to be positive, with the revenues generated by the Project and
alternatives estimated to be greater than the costs of providing additional public services.
Annual revenues will vary by alternative and range from $1.06 million to $1.55 million.
General Fund costs will range from approximately $92,500 to $146,400 annually. The
resulting net impacts on the General Fund will be an annual positive surplus ranging from
$961,100 to $1.39 million. This analysis demonstrates that the Project and all alternatives
will be able to cover service costs and provide surplus revenues to increase levels of service
in other parts of the City.

3. For the Project and alternatives, General Fund revenues are generated by a number
of sources, with transient occupancy taxes (TOT) comprising the majority of the
City’s new revenues.

TOT revenues are based on the estimated room revenue at stabilization and are estimated at
approximately $1,391,200 per year for the proposed Project. TOT is expected to comprise
approximately 90 percent of the proposed Project’s evaluated revenues to the General Fund,
with Property Tax generating 6 percent, and Sales Tax contributing another 4 percent. For
the purposes of this analysis, sales tax revenues only reflect taxable sales generated on-site
and therefore do not account for taxable spending generated by net new visitors and net new
employees.

4. Police Services is expected to be the highest General Fund service expenditure item
associated with the proposed Project and alternatives, followed by Fire Services
and Parks & Recreation.

New Police Services expenditures will make up about 40 percent of new General Fund costs
for the Project and Alternatives. Fire Services and Parks & Recreation comprise the next
highest proportion of total costs at around 22 percent and 19 percent of total General Fund
costs, respectively. Public Works and General Government costs are expected to comprise
the remaining approximately 20 percent of General Fund costs.
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Summary Table 1

Page 5

Summary of Project Fiscal Impacts on City's General Fund at Project Stabilization (2014$)

Annual Amount 2014$

Reduced
Proposed Full Partial Height and
Item Project Preservation Preservation Size
Select General Fund Revenues
Property Tax (1) $88,500 $80,000 $87,000 $77,100
Sales Tax (2) $56,000 $28,000 $30,000 $56,000
Transient Occupancy Tax (3) $1,391,200 $951,200 $1,065,300 $929,200
Total Estimated Revenues $1,535,700 $1,059,200 $1,182,300 $1,062,300
Select General Fund Expenditures
General Government (4,5) $10,100 $6,800 $7,900 $6,400
Police Department $58,400 $39,000 $45,300 $36,900
Fire Department $32,600 $21,800 $25,300 $20,600
Parks $27,300 $18,200 $21,200 $17,200
Public Works $18,000 $12,000 $14,000 $11.,400
Total Estimated Expenditures $146,400 $97,800 $113,700 $92,500
Total Annual Net Fiscal Impact $1,389,300 $961,400 $1,068,600 $969,800

(1) Based on expected net increase in assessed values and post-ERAF tax allocation factor. Does not
include property tax revenue from unsecured property assessed value.

(2) Sales tax generation is based on direct onsite sales only.

(3) Based on 11 percent transient occupancy tax levied by the City of Santa Cruz.
(4) General Government includes City Council, City Attorney, City Manager, Administrative Services, and

Finance.

(5) Impacts on these department may be minimal, although average cost estimate is included to be

conservative.

Sources: City of Santa Cruz 2014-2015 Adopted Operating Budget; Economic & Planning Systems, Inc.

P:\141000s\141040LaBahia\Model\Fiscal\141040_Fisc&Ehilibd 19.xisx
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Description of Project and Project Alternatives

Characteristics of the proposed Project and the evaluated alternatives are described below and
displayed in Table 1. More detailed descriptions of the Project and the alternatives can be found
in the EIR.

Proposed Project

The proposed Project entails the demolition of the existing La Bahia apartment complex, except
for a portion of one building featuring a bell tower that will be retained and rehabilitated, and the
construction of a new 165-room boutique hotel. The hotel will include 4,800 square feet of
restaurant/kitchen space, a 750 square day spa, 7,675 square feet of meeting/banquet space,
2,500 square feet of retail, and 210 parking spaces in two levels of underground parking.

Alternative A: Full Preservation Alternative

This Alternative envisions the preservation of all six existing structures with the construction of a
new hotel building on the northwest portion of the site. The Full Preservation Alternative would
include 125 rooms and between 134 and 144 parking spaces. Meeting/Banquet, restaurant and
retail spaces would be reduced under this Alternative. The size of the swimming pool would also
be reduced and there would be no spa facility under this Alternative.

Alternative B: Partial Preservation Alternative

This Alternative envisions the preservation of two out of the six existing structures with the
construction of a new hotel building on the northwest portion of the site. The Partial
Preservation Alternative would include 140 rooms and 151 parking spaces. Meeting/Banquet,
restaurant, spa and retail spaces would be reduced under this Alternative.

Alternative C: Reduced Height and Size Alternative

This Alternative reduces the height of the hotel so that it is consistent with the 36-foot Beach
Zone Commercial Height Limit, which would apply to the Project Site without a Planned
Development (PD) permit approval. This Alternative would include the same scope of
preservation and development footprint as envisioned in the Proposed Project but would remove
one story off of the new hotel development component of the project. The Reduced Height and
Size Alternative would include 116 rooms and 210 parking spaces (the parking is equal to the
total in the Proposed Project despite the reduced room count). Meeting/Banquet, restaurant, spa
and retail spaces would all be consistent with the proposed project. The swimming pool would
also be consistent with the Proposed Project.
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Table 1
Project Description and Assessed Value Estimates (2014$)

Fiscal Impact Analysis of the La Bahia Hotel EIR Alternatives; EPS #141040

La Bahia Hotel Alternatives

Proposed Full Partial Reduced Height
Item Project Preservation Preservation and Size
Number of Rooms/Units 165 125 140 116
Square Footage (Includes Parking if Applicable) 198,327 150,063 171,580 166,077
Secured Assessed Value
Per Sq.Ft. (1) $325 $387 $368 $336
Total (Rounded) $64,400,000 $58,000,000 $63,200,000 $55,800,000
Land Value (2) $5,000,000 $5,000,000 $5,000,000 $5,000,000
Total Secured Assessed Value $69,400,000 $63,000,000 $68,200,000 $60,800,000

(1) Based on development costs provided by David Cobb of AECOM. Development costs for the alternatives are consistent with EPS
financial feasibility analysis. Unsecured assessed value is not included in this analysis.

(2) Based on property owner estimate and in reality may vary depending on the allowed uses. Includes acquisition costs. Consistent with La

Bahia Hotel Proposed Project and EIR Alternatives Feasibility Analysis.

Sources: AECOM; Economic & Planning Systems, Inc.

Prepared by EPS 6/23/2014
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Page 8

Table 2
Project Alternatives Service Population (Resident Equivalents)
Fiscal Impact Analysis of the La Bahia Hotel EIR Alternatives; EPS #141040

La Bahia Hotel Alternatives

Partial Reduced Height
Resident Equivalents Proposed Project Full Preservation Preservation and Size

Employment, Resident Equivalents

Square Footage (Includes Parking if 198,327 150,063 171,580 166,077
Applicable)
Employee Population (1) 247.5 187.5 210.0 174.0
Resident Equivalents (2) 111.4 84.4 94.5 78.3
New Resident Equivalents 111.4 84.4 94.5 78.3
Overnight Visitor, Resident Equivalents
Number of Rooms (3) 165 125 140 116
Occ. % (4) 70% 67% 67% 70%
Number of Overnight Visitors (5) 231.0 166.3 186.2 162.4
Resident Equivalents (6) 231.0 166.3 186.2 162.4
New Resident Equivalents 231.0 166.3 186.2 162.4
Total, New Resident Equivalents 342.4 250.6 280.7 240.7
Estimate of Existing Residents (7) 66 66 66 66
Estimate of Existing Employment (8) 1.0 1.0 1.0 1.0
Existing Resident Equivalents (9) 66.5 66.5 66.5 66.5
Total Net New Resident Equivalents 275.9 184.2 214.3 174.3

(1) Employee population estimates for the hotel alternatives assume 1.5 employees per hotel room. This estimate is based on interviews
with industry experts and previous EPS experience with comparable projects. This estimate includes employment for the retail, spa and
restaurant components of the alternatives.

(2) Because employees do not generate demand for City services to the same extent that residents do, this analysis applies a resident
equivalent factor of 0.45 per employee. This assumption is based on inflow/outflow trends for residents and workers in the City of Santa
Cruz as shown in Table 3 and then rounded.

(3) La Bahia Hotel EIR.

(4) Occupancy rates were provided by the Project Sponsor and reflect the hotel in the third year of operations (stabilization). EPS vetted
these rates by reviewing current and historical data from Santa Cruz and comparable markets from Smith Travel Research, available hotel
data on the recent performance of the City of Santa Cruz's high-end hotels, and hotel industry publications and trends reports. Occupancy
rate assumptions are consistent with EPS' prior feasibility analysis for the La Bahia Proposed Project and Alternatives.

(5) Assumes 2.0 visitors for each occupied room. Based on averages from recent surveys in comparable hotel markets including San
Francisco, CA, Palm Beach, FL and Scottsdale, AZ.

(6) For the purposes of this analysis, EPS assumes that overnight visitors require a comparable level of service from the City of Santa Cruz
as a resident and are therefore weighted equally. While the overnight visitor population will be constantly turning over, this analysis
assumes that at any given time, the average number of overnight visitor resident equivalents will remain stable.

(7) Analysis assumes 1.5 residents per unit.

(8) Existing employment assumptions are based on interviews with Bay Area multi-family property owners.

(9) The existing resident equivalent estimate is calculated as the existing number of residents plus 45% times the existing number of
estimated employees.

Source: Economic & Planning Systems, Inc.

Prepared by EPS 6/23/2014 P:\1410005\14104OLaBahia\ModeI\Fiscal\14lO4EmDH141-015_19.xlsx
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Table 3
Resident-Employee Weighting and Relationship
Fiscal Impact Analysis of the La Bahia Hotel EIR Alternatives; EPS #141040

Share of Share of Weighted Normalized

Category Number (1) Sub-Group Total Weight (2) Percentage to 100%
Residents

Not in Labor Force/Unemployed 24,017 39% 27% 100% 39%

Employed in Santa Cruz 22,747 36% 25% 66% 24%

Employed outside of Santa Cruz 15,608 25% 17% 66% 16%
Total Residents 62,372 100% 70% 79% 100%
Employees (Jobs in Santa Cruz)

Live in Santa Cruz 7,139 26% 8% 34% 9%

Live outside of Santa Cruz 20,213 74% 23% 34% 25%
Total Employees 27,352 100% 30% 34% 43%
Total Residents and Employees 89,724 100%

(1) 2011 LED OnTheMap employment estimates used to calculate employee weighting.
(2) Weighting based on percent of annual number of "waking" hours [5,840 = 16 hours per day * 365 days per year] and percent of annual number of hours
at job [2,000 = 40 hours per week * 50 weeks per year].

Sources: City of Santa Cruz 2014 population data; LED On The Map, 2011; Economic & Planning Systems, Inc.
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Fiscal Impact Analysis

This chapter describes the methodology and key assumptions used in calculating the impact of
the proposed Project and Alternatives on the City of Santa Cruz’'s General Fund. The analysis
considers the impact of the operations of the net new development only, as the existing
apartment development and the current residents and employees are already generating
revenues and using City services.

For each revenue and expenditure item, EPS uses a specific forecasting methodology. The
forecasting approach for General Fund revenues is shown on Table 4. The forecasting approach
for General Fund expenditures is shown on Table 5. The summary of results is shown on
Table 6 and summarized below.

e Resident Equivalent Population. The relative impacts of employees, and overnight
visitors are evaluated and weighted to estimate a total “resident equivalent” population.
While an employee (who works in Santa Cruz but lives outside of Santa Cruz) is only likely to
access City of Santa Cruz services during work hours and, therefore, has a significantly lower
impact than the residential population, an overnight visitor is likely to access services at a
level equitable to a resident. Based on inflow/outflow trends for residents and workers in the
City of Santa Cruz and an evaluation of the “waking hours” residents and employees spend in
the City (as shown in Table 3), it is estimated that employees require City services at
approximately 45 percent the amount residents do. The Resident Equivalent estimate is
shown on Table 2.

e Not Affected. Many budget items are not estimated in this analysis because certain City
revenues and expenditures are not significantly affected by new development associated with
this Project or alternatives, such as Rents & Miscellaneous Revenues and Fines & Forfeitures.

General Fund Revenues

This section describes the methodology and assumptions used for each revenue item estimated
in this analysis. Several General Fund revenue items are not forecasted because the Project and
alternatives are not expected to significantly affect them.

Property Tax

Property taxes are based on the assessed value of land and on-site improvements.2 Though the
actual assessed value of the proposed Project and alternatives will be determined by market
conditions and other factors at the time of assessment, the analysis uses construction costs as a
proxy for estimating the assessed value of the new development, which is consistent with the
approach used by the Santa Cruz County Assessor’s Office. The estimated construction cost is
approximately $64 million for the proposed Project, $58 million for the Full Preservation
Alternative, $63 million for the Partial Preservation Alternative, and $56 million for

2 For the purposes of this analysis, only secured assessed value is estimated.

Exhibit 11
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Table 4
General Fund Major Revenues and Estimating Methodology
Fiscal Impact Analysis of the La Bahia Hotel EIR Alternatives; EPS #141040

FY 2014/15 Estimating
Item Adopted Budget % of Total Methodology Table Reference
Revenues (1)
Property Tax 11,236,000 15% Case Study; Assessed Value  See Table 9
Sales & Use Tax 15,046,000 21% Case Study See Table 10
Transient Occupancy Tax 5,800,000 8% Case Study See Table 11
Franchise Fees 3,211,000 4% Not Estimated
VLF Backfill 4,492,000 6% Not Estimated
Utility Users Tax 11,347,000 16% Not Estimated
Admission Taxes 2,112,000 3% Not Estimated
Parking Lot Tax 449,000 1% Not Estimated
Business License Tax 978,000 1% Not Estimated
Other Taxes 425,000 1% Not Estimated
Licenses & Permits 937,800 1% Not Estimated
Intergovernmental 394,765 1% Not Estimated
Charges for Services 10,207,414 14% Not Estimated
Fines & Forfeitures 1,498,000 2% Not Estimated
Rents & Misc Revenues 4,611,850 6% Not Estimated
Fund Transfers In 70,718 0% Not Estimated
Total Major Revenues $72,816,547 100%

(1) For purposes of this planning-level analysis, only three General Fund revenue items are estimated.

Sources: City of Santa Cruz 2014-2015 Adopted Operating Budget; Economic & Planning Systems, Inc.
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Table 5
General Fund Expenditures and Estimating Methodology
Fiscal Impact Analysis of the La Bahia Hotel EIR Alternatives; EPS #141040

FY 2014/15 % Costs Estimating
Item Budget Variable Methodology
Expenditures
General Government (1) $11,555,125 25% Per Resident Equivalent
Police Department $22,215,932 75% Per Resident Equivalent
Fire Department $12,399,155 75% Per Resident Equivalent
Parks $10,374,076 75% Per Resident Equivalent
Public Works $6,840,919 75% Per Resident Equivalent
Non-Departmental $7,403,597 -- Not Estimated
Planning & Community Development $3,859,076 -- Not Estimated
Economic Development $2,130,935 -- Not Estimated
Library Services $1,394,751 -- Not Estimated
Total General Fund Expenditures $78,173,566

(1) Includes City Attorney, City Council, City Manager, Finance and Administrative Services.

Sources: City of Santa Cruz FY 2014-2015 Adopted Operating Budget; Economic & Planning Systems, Inc.
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Table 6

Summary of Project Fiscal Impacts on City's General Fund at Project Stabilization (2014$)
Fiscal Impact Analysis of the La Bahia Hotel EIR Alternatives; EPS #141040

Annual Amount 2014$

Proposed Full Partial Reduced Height
Item Project Preservation Preservation and Size Table Reference
Revenues
Property Tax (1) $88,500 $80,000 $87,000 $77,100 See Table 9
Sales Tax (2) $56,000 $28,000 $30,000 $56,000 See Table 10
Transient Occupancy Tax (TOT) (3) $1,391,200 $951,200 $1,065,300 $929,200 See Table 11
Total Revenues $1,535,700 $1,059,200 $1,182,300 $1,062,300
Expenditures
General Government (4,5) $10,100 $6,800 $7,900 $6,400 See Table 12
Police (6) $58,400 $39,000 $45,300 $36,900 See Table 12
Fire (6) $32,600 $21,800 $25,300 $20,600 See Table 12
Parks (6) $27,300 $18,200 $21,200 $17,200 See Table 12
Public Works (6) $18,000 $12,000 $14,000 $11,400 See Table 12

Community Development
Library Services
Non-Departmental

Total Costs

Total Annual Net Fiscal Impact

Not Estimated
Not Estimated
Not Estimated

Not Estimated
Not Estimated
Not Estimated

Not Estimated
Not Estimated
Not Estimated

Not Estimated
Not Estimated
Not Estimated

$146,400

$1,389,300

$97,800

$961,400

$113,700

$1,068,600

$92,500

$969,800

(1) Based on expected net increase in secured assessed values and post-ERAF tax allocation factor. Totals do not include VLF.
(2) Sales tax generation is based on estimates of taxable transactions generated by new employees and net hew overnight visitors in the City and does not

include sales tax generated from direct sales or business-to-business sales.

(3) Based on 11 percent transient occupancy tax levied on all accommodations in the City of Santa Cruz.

(4) General Government includes City Council, City Attorney, City Manager, Administrative Services, and Finance.
(5) Impacts on these departments may be minimal, although average cost estimate is included to be conservative.
(6) Estimated based on service population.

Sources: City of Santa Cruz 2014-2015 Adopted Operating Budget; Economic & Planning Systems, Inc.
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the Reduced Height and Size Alternative.® The value of the land is assumed to $5 million and is
based on property owner estimates.4 Total secured assessed value estimates are shown in
Table 7.

Santa Cruz County currently collects property tax based on 1.0 percent of the assessed value,
and the City of Santa Cruz receives approximately 13.3 percent of the 1.0 percent property tax
amount.® This share is assumed fixed going forward. The assessed value of the existing
development is shown on Table 8. Property tax revenue calculations for the new development
are based on future assessed value and are net of the existing assessed value. Calculations are
shown on Table 9.

Sales Tax

For the purposes of this analysis, only taxable sales generated on-site are included in the fiscal
impact evaluation. Taxable sales generated elsewhere in the City by net new visitors and net
new employees are not included in this analysis. The Project and Alternatives are expected to
generate on-site sales tax from restaurant, bar, retail and spa uses. Taxable sales estimated for
this analysis are based on revenue results from EPS' La Bahia Proposed Project and Alternatives
Feasibility Analysis and assume all revenue from restaurant, bar, spa and retail sales will be
taxable. Of these sales, the City receives 1 percent in sales tax revenue from expenditures
occurring in the City. Results are shown in Table 10.

Transient Occupancy Tax

The City of Santa Cruz levies an 11 percent transient occupancy tax on all accommodation-
generated revenue within the City. Total room revenue for the La Bahia proposed Project and
Alternatives is calculated based on the number of rooms, room rates, and occupancy rates under
each Alternative. Occupancy, room nights and average room rates are based on EPS’ feasibility
analysis. This calculation is shown on Table 11.

3 All construction cost estimates are provided by David Cobb of AECOM.

4 Land value is assumed to include acquisition costs and is consistent with the La Bahia Hotel
Proposed Project and EIR Alternatives Feasibility Analysis.

5 The parcels that the Project site is located on are 007-214-01 and 007-214-02. These parcels are all
located in TRA 01-027. The City of Santa Cruz' property tax share for tax rate area (TRA) 01-027
(post-ERAF and less the share to redevelopment) is estimated to be 13.3 percent. Note that Santa
Cruz County does not calculate post-ERAF property tax allocation factors at the TRA level. Therefore,
for the purposes of this analysis, the Citywide redevelopment pass through and ERAF shift percentage
is applied to the TRA specific to the La Bahia site.

Exhibit 11
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Table 7
Resident Equivalent Calculation
Fiscal Impact Analysis of the La Bahia Hotel EIR Alternatives; EPS #141040

Overnight Resident Equivalent

Item Residential Employment Visitors Population (1)
City Population (2014) 62,372 - 62,372
City Employment (2014) - 27,352 13,676
City Overnight Visitors - - 2,686 2,686
Current Resident Equivalent Population 78,734

(1) Because employees do not generate demand for City services to the same extent that residents do, this analysis applies
a resident equivalent factor of 0.45 per employee. This assumption is based on inflow/outflow trends for residents and
workers in the City of Santa Cruz as shown in Table 3 and rounded.

Sources: California Employment Development Department; City of Santa Cruz; Smith Travel Research; Economic &
Planning Systems, Inc.
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Table 8
Existing Assessed Value of Project Site
Fiscal Impact Analysis of the La Bahia Hotel EIR Alternatives; EPS #141040

Secured Assessed Value

Building Improvements Exemptions Total Secured

Parcel Information Sq. Ft. Land Value Value (SCC) Assessed Value
Parcel Number 007-214-01 0 $690,143 $5,525 $0 $695,668
Parcel Number 007-214-02 33,490 $1,242,257 $873,120 $0 $2,115,377
La Bahia Apartments $2,811,045

Sources: Santa Cruz County Assessor; Economic & Planning Systems, Inc.
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Table 9
Property Tax Revenues
Fiscal Impact Analysis of the La Bahia Hotel EIR Alternatives; EPS #141040

La Bahia Hotel Alternatives
Partial Reduced Height

Assumptions

Item Proposed Project Full Preservation Preservation and Size

1% Property Tax

Project Secured Assessed Value $69,400,000 $63,000,000 $68,200,000 $60,800,000

Existing Assessed Value $2,811,045 $2,811,045 $2,811,045 $2,811,045
Total Net New Assessed Value $66,588,955 $60,188,955 $65,388,955 $57,988,955

Property Tax Total 1.00% of Assessed Value $665,890 $601,890 $653,890 $579,890

City Property Tax Share (1) 13.30% $88,549 $80,038 $86,953 $77,113

(1) The City of Santa Cruz' property tax share for tax rate area (TRA) 01-027 (post-ERAF and less the share to redevelopment) is estimated to be 13.3 percent. Note that
Santa Cruz County does not calculate post-ERAF property tax allocation factors at the TRA level. Therefore, for the purposes of this analysis, the citywide redevelopment
pass through and ERAF shift percentage is applied to the TRA specific to the La Bahia site.

Sources: City of Santa Cruz FY 2014 Adopted Operating Budget; County of Santa Cruz Auditor-Controller; Economic & Planning Systems, Inc.
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Table 10
Sales and Use Tax Calculation
Fiscal Impact Analysis of the La Bahia Hotel EIR Alternatives; EPS #141040

La Bahia Hotel Alternatives

Proposed Partial Reduced Height

Item Assumptions Project Full Preservation Preservation and Size
Direct On-Site Sales (1)

Restaurant & Bar (2) $4,800,000 $2,500,000 $2,500,000 $4,800,000

Spa & Retail (2) $800,000 $300,000 $500,000 $800,000

Total Onsite Taxable Sales $5,600,000 $2,800,000 $3,000,000 $5,600,000

Subtotal New Sales Tax to the City 1% of taxable sales $56,000 $28,000 $30,000 $56,000

(1) For the purposes of this analysis, only taxable sales generated on-site are included in the fiscal impact evaluation. Therefore, taxable sales generated
elsewhere in the City by net new visitors and net new employees is not included in this analysis.
(2) Based on revenue results from EPS' La Bahia Proposed Project and Alternatives Feasibility Analysis. Assumes all revenue from restaurant, bar, spa

and retail sales will be taxable.

Source: State Board of Equalization, Table 23-A; Economic & Planning Systems, Inc.

Prepared by EPS 6/23/2014
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Table 11
Transient Occupancy Tax Calculation
Fiscal Impact Analysis of the La Bahia Hotel EIR Alternatives; EPS #141040

La Bahia Hotel Alternatives

Proposed Partial Reduced Height
Item Assumptions Project Full Preservation Preservation and Size
Transient Occupancy Tax Calculation
Total Rooms (1) 165 125 140 116
Average Occupancy Rate (1) 70% 67% 67% 70%
Total Annual Room Nights (1) 42,158 30,341 33,982 29,638
Average Room Rate ($2014) (1) $300 $285 $285 $285
Total Room Revenue ($2014) $12,647,250 $8,647,078 $9,684,728 $8,446,830
Total Net New Taxable Expenditures (2) 11% of revenue $1,391,197.50 $951,179 $1,065,320 $929,151

(1) Room count based on La Bahia Hotel EIR. Occupancy, room nights and average room rates based on EPS feasibility analysis.

(2) Based on 11 percent transient occupancy tax for all accommodations in the City of Santa Cruz.

Sources: La Bahia EIR; City of Santa Cruz; Economic & Planning Systems, Inc.

Prepared by EPS 6/23/2014
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General Fund Expenditures

This section describes the methodology and key assumptions used for calculating select General
Fund expenditure items. Certain expenditure categories, such as General Government, consist
of both fixed and variable costs. While fixed costs are independent of new development, variable
costs are assumed to increase in proportion to new growth in the City. Only variable costs are
used to project the General Fund expenditures in this analysis. The approach is presented on
Table 5 with the costs summarized on Table 6. Several items are not forecasted because they
are not expected to be significantly affected by the proposed Project or alternatives.

General Government

The City’s General Government category includes the following departments:

e City Attorney

e City Council

e City Manager

e Administrative Services
e Finance

Based on EPS’s experience with similar projects and research in similar jurisdictions, new
development of the scale of the Project and alternatives typically impacts General Government
costs by only a fraction of these departments’ operating budgets. As a result, EPS assumes that
25 percent of the cost of General Government services are variable and will be affected by new
development; the remaining 75 percent represent fixed costs and services that will not be
affected by the Project or alternatives. The portion of General Government costs assumed to be
affected by new development is estimated at an average of $27 per resident equivalent. This
calculation is shown on Table 12.

Police Services

EPS assumes that 75 percent of the cost of Police Services are variable and will be affected by
new development; the remaining 25 percent represent fixed costs and services that will not be
affected by the Project or alternatives. The portion of Police Services costs assumed to be
affected by new development is estimated at an average of $212 per resident equivalent. This
calculation is shown on Table 12.

Fire Services

EPS assumes that 75 percent of the cost of Fire Services are variable and will be affected by new
development; the remaining 25 percent represent fixed costs and services that will not be
affected by the Project or alternatives. The portion of Fire Services costs assumed to be affected
by new development is estimated at an average of $118 per resident equivalent. This calculation
is shown on Table 12.

Exhibit 11
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Table 12
Government Expenditures
Fiscal Impact Analysis of the La Bahia Hotel EIR Alternatives; EPS #141040

La Bahia Hotel Alternatives

FY 2014/15 % of Costs Variable Exp. per Proposed Full Partial Reduced Height
Item Budget Variable (1) Service Pop (2) Project Preservation Preservation and Size
a b ¢ = (a*b)/service pop d= c*project service pop

General Government (3) $11,555,125 25% $37 $10,124 $6,757 $7,861 $6,393
Police $22,215,932 75% $212 $58,392 $38,975 $45,340 $36,875
Fire $12,399,155 75% $118 $32,590 $21,753 $25,305 $20,581
Parks $10,374,076 75% $99 $27,267 $18,200 $21,172 $17,219
Public Works $6,840,919 75% $65 $17,981 $12,002 $13,961 $11,355
Total, Selected Departments $63,385,207 $530 $146,353 $97,688 $113,640 $92,423

(1) Estimate of costs for these general government functions which will vary with population growth is estimated based on EPS's experience in Santa Cruz and in similar jurisdictions.
(2) See Table 3 for the calculation of the City's service population.
(3) Includes City Attorney, City Council, City Manager, Finance and Administrative Services.

Sources: City of Santa Cruz FY 2014-2015 Adopted Operating Budget; Economic & Planning Systems, Inc.

Prepared by EPS 6/23/2014 P:\141000s\141040LaBahia\ModeNFiscah141040_Fifcai2thait 119 .xisx
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Parks & Recreation and Public Works

This category includes costs associated with maintaining parks, streets and trees, engineering,
managing facilities, and operating ground maintenance. No new public parks or streets are
proposed as part of the Project or alternatives. Therefore, impacts on Parks & Recreation and
Public Works expenditures are expected to be minimal. Nevertheless, at stabilization, the Parks
& Recreation and Public Works departments will incur an increase of costs associated with normal
wear and tear in the City from the Project’s and alternatives’ overnight visitors and employees
utilizing existing infrastructure and park land. Accordingly, additional staff and equipment are
assumed to be necessary to provide maintenance services. To be conservative, departmental
costs for both Parks & Recreation and Public Works are assumed to be 75 percent variable
(excludes fixed costs and costs recovered through fees), resulting in expenditures of $99 for
Parks & Recreation and $65 for Public Works per resident equivalent. Estimated total annual
costs are shown in Table 12.

Net Fiscal Impact on General Fund

Based on the assumptions and analysis described above, the annual net fiscal impact associated
with the proposed Project is estimated at approximately $1,389,300 at Project stabilization, as
summarized in Summary Table 1 and Table 6. The net fiscal impacts are estimated to be
$961,400 for the Full Preservation Alternative, $1,068,600 for the Partial Preservation
Alternative, and $969,800 for the Reduced Height and Size Alternative. Actual fiscal impacts will
vary due to the actual timing of Project buildout and changes in economic and budgetary
conditions.

Exhibit 11
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MEMORANDUM

DATE: August 13, 2014
SUBJECT: Low Cost Visitor Facilities in the City of Santa Cruz

The City of Santa Cruz provides and protects lower cost visitor and recreation facilities,
consistent our history and with the certified LCP for the City. The LCP does not contain
policies specifically requiring low cost visitor serving accommodations. The only
mention of cost relative to accommodation in the City’s certified LCP are policies and
discussion of upgrading the aging hotel stock, and providing a full service conference
hotel facility.

The following are some of the facilities within the city that are low to no-cost:

e Santa Cruz Beach Boardwalk — Run by the Seaside Company (also owners of the
La Bahia), the Boardwalk amusement park offers free access, as well as free
entertainment such as the summer concert series.

e Carmelita Cottages — The City recognizes the importance of providing lower cost
visitor serving accommodations and has taken several actions over the years to
ensure that affordable accommodations are provided. The City has directly
subsidized the sustainable operation of Carmelita Cottages, a hostel run by the
Santa Cruz Hostel Society. The City owns the property and adjacent park land
which it leases to the Santa Cruz Hostel Society for $1/year. The hostel is located
a block and a half from the beach and is in the coastal zone. The 30-year lease
agreement requires that the Santa Cruz Hostel Society operate Carmelita Cottages
as a hostel accommodation and that the adjacent park land be made available to
all guests and the general public.

e Monterey Bay National Marine Sanctuary Exploration Center — This state-of-the
art visitor center opened July 23rd, 2012. Overlooking the ocean, the Sanctuary
Exploration Center is located in the heart of Santa Cruz's beach area just steps
away from the city's Municipal Wharf. The center features interactive and multi-
media exhibits to help visitors explore the sanctuary's marine environment. The
City owns the property and the Exploration Center building, and managed its
construction. By terms of the City’s agreement with NOAA admission is free.

e Santa Cruz Municipal Wharf — The historic wharf, now celebrating its 100-year
anniversary, is owned and managed by the City of Santa Cruz. The wharf
provides recreation, fishing, walking “ mile into the bay, restrooms, dining,
shopping and parking for visitors. Access is free. Most of the water edge of the
wharf is directly accessible to pedestrians, unlike other piers in California. The
City obtained a substantial Federal EDA grant to prepare a master plan and

Exhibit 12
A-3-STC-14-0049
lof2


http://www.cityofsantacruz.com/index.aspx?page=667

engineering report in order to maximize coastal access and maintain the wharf for
the next 100-years.

e West Cliff Drive Bicycle and Pedestrian Path — The highly used path connects the
Main Beach to Natural Bridges State Beach and coastal parks to the north,
providing walkers, joggers, and bikers recreational activities as well as beautiful
views of the Monterey Bay.

e San Lorenzo Levee Path — This bike path connects the Harvey West area to
Downtown to the Beach Boardwalk. It runs on the west side of the San Lorenzo
River and crosses under the road bridges.

e Lighthouse Field State Beach — The 38-acre open space provides hiking, and is
home to the Santa Cruz Surfing Museum located in the Memorial Lighthouse.
The City and County were instrumental in saving that property from development
to create public ownership and access in perpetuity.

e Beach Area/Downtown Shuttle - The City with its business partners provides a
very popular Beach Shuttle. The cost is 25 cents.

e Public Access Points to the Coast — All access points to the coast identified in the
LCP have been acquired, provided and maintained.

e Santa Cruz Greenbelt — Over many years and through many voter approved tax
initiatives the City of Santa Cruz has purchased a public open space greenbelt
around the entire city. The greenbelt properties (some in the Coastal Zone)
provide free public access and natural habitat resource protection.

e Santa Cruz Harbor -

Other points to consider:

e The La Bahia project converts a residential use in a key coastal location to a
higher use visitor serving accommodation use. (Replacement residential housing
has already been constructed.)

e The Santa Cruz beach area and the City as a whole has a hotel stock consisting
primarily of smaller aging properties that have not been upgraded in many years,
and many that are in decline. There are only a few larger hotels, and only one in
the Coastal Zone. Many of these older smaller properties garner high rates
because of lack of competition in the high season. These are often used for short
term rentals in the off-season — not so much for tourists. Some do not provide
good visitor experiences. The City has created generous incentive and loan
programs to encourage reinvestment and improvements to these existing hotels.

e The City, as reflected in its LCP, has considered and provided lower cost visitor
and all visitor serving amenities into an integrated tourist experience over the
years. Not piecemeal as a result of impacts and mitigations — but proactively.

Exhibit 12
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AUG 27 2014
California Coasta] Commission,

Central Coast Areg
FINAL MEMORANDUM
To: Juliana Rebagliati, City of Santa Cruz
From: Teifion Rice-Evans, Walker Toma, and Claire Walker

Subject: Low Cost Visitor Accommodation in Santa Cruz and the
Expected Effects of La Bahia Hotel Development;
EPS #141040

Date: July 18, 2014

Economic & Planning Systems, Inc. (EPS) was asked to review the
characteristics of visitor accommodation in the City of Santa Cruz and to
assess the expected effects of the development of the proposed La Bahia
Hotel on the affordability of overnight lodging in the Santa Cruz area.
This memorandum provides an overview of the current overnight lodging
options in the City of Santa Cruz, compares the cost of the City’s
primary accommodations with those of other medium-sized cities on the
central coast, and evaluates the expected effects of the addition of the
La Bahia Hotel to the City’s hotel inventory. A summary of findings is
provided before the more detailed analysis.

Summary of Findings

Key findings are as follows:

e The 165-room La Bahia Hotel will increase hotel rooms in the City of
Santa Cruz by about 7.5 percent from its current inventory of 2,170
hotel/motel rooms.

e This increase in the supply of hotel rooms will exert a modest but
real downward pressure on room rates in the City of Santa Cruz.

e The City of Santa Cruz draws substantial overnight and day visitors
primarily attracted by its beach, boardwalk, Wharf, and Downtown.
The development of the La Bahia Hotel will not change the
fundamental drivers of demand for overnight accommodations in the
City of Santa Cruz, but will provide more options for overnight
visitors and, all other things equal, a lower average room rate.

e The City’s current inventory of 2,170 hotel/motel rooms achieves an
average annual room rate of (@ach night (with substantial
variation around the average), well below other medium sized cities
on the central coast. '

Exhibit 13
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. Ovef 40’péri‘:e\ﬁf"of the City of Santa Cruz’s hotel inventory is classified as “economy” (the
Iowest cost allocatjon) by 'Smith Travel Research, compared with less than 20 percent of the
rooms in Monterey and Santa Barbara and less than 10 percent of the rooms in Half Moon
Bay and Other Santa Cruz County markets.1

¢ The City also offers camping opportunities and subsidized hostel rooms, while private
households add to the overnight options by offering private accommodations through VRBO
and AirBnB.

Santa Cruz Visitor Accommodation

The County of Santa Cruz includes about 68 overnight lodging establishments with roughly 3,600
rooms. Of the County total, 47 overnight lodging establishments and approximately 2,200
rooms are located in the City of Santa Cruz.2 The majority of these lodging establishments were
developed before 1990, though many have seen reinvestment over time. The majority of the
City’s lodging establishments fall into the economy (42 percent of total room inventory) or
midscale (9 percent) categories. Currently, of the nearly 2,200 total rooms, approximately one-
quarter are classified as either luxury or upper upscale, which includes establishments such as
the Beach Street Inn and Suites, Chaminade at Santa Cruz, the West Cliff Inn, the Santa Cruz
Dream Inn and the Hotel Paradox. With the exception of Chaminade at Santa Cruz, which is
located north of the Cabrillo Highway, all of the other upper tier establishments are located
within proximity to the Municipal Wharf along the beach or in downtown Santa Cruz. In addition
to the four upper-end facilities, the beach area has a significant stock of older hotel and motel
buildings such as the Seaway Inn, Coastview Inn, and the Howard Johnson Inn.

The room rates and occupancy at hotels in the Santa Cruz market is affected by a strong
seasonality with the summer months supporting substantially higher rooms rates than the off-
peak and shoulder months. Table 1 and Figure 1 show the variations by month and annual
averages between January 2008 and March 2014 for the City of Santa Cruz hotels/motels. As
shown, 2013 saw an average occupancy rate of 62 percent and an average daily rate (room
rate) of $131. This represented an improved market performance (higher average annual room
rate and occupancy rate) than in the preceding years (2008 - 2012). At this occupancy rate,
these Santa Cruz hotels recorded approximately 490,100 overnight room stays.® Table 1 and
Figure 1 also show the substantial seasonality of overnight visitor attraction with 2013 average
monthly occupancy rates varying from 43 percent in January to 82 percent in July and average
daily rates (room rates) varying.from $94 per night in January to $167 per night in August.

1 Other Santa Cruz County includes hotels outside of the City of Santa Cruz and also excludmg the
City of Watsonville that has dissimilar locational characteristics.

2 gmith Travel Research, 2014,

3 Represents 62 percent occupancy rate applied to the 2,170 rooms across 365 nights. Actual number
of distinct visitors associated with this room occupancy will depend on number of visitors per room
and the length of each stay.

P:\141000s\141040LaBahia\Report\141040_LowCost_071814.docx
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Table 1  City of Santa Cruz Occupancy by Month (2008 - March 2014)

~Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total

2008 40% 49% 55% 54% 56% 62% 71% 71% 55% 49% 40% 31% 53%
2009 34% 42% 45% 52% 48% 55% 70% 69% 53% 51% 41% 2% 49%
2010 32% 42% 46% 54% 50% 60% 71% 66% 55% 51% 41% 33% 50%
2011 36% 45% 47% 58% 56% 65% 79% 75% 65% 61% 49% 43% = 56%
2012 41% 53% 54% 60% 61% 76% 83% 79% 62% 60% 52% 43% 60%
2013 43% 51% 59% 63% 60% 74% 82% 80% 66% 63% 57% 44% 62%
2014 44% 53% 55% :

Average 39% 48% 52% 57% 55% 65% 76% 73% 59% 56% 47% 38% 55%

Source: Smith Travel Research, March 2014

Figure 1 City of Santa Cruz Occupancy Percentage and Average Room Rate by Month
(2013)-
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Source: Smith Travel Research 2014; EPS

In recent years, growth in access to overnight visitor accommodation in Santa Cruz has come
from online rental sites such as AirBnB and VRBO. These sites and others like them have
expanded the overnight accommodation marketplace in Santa Cruz by facilitating the ability of
individual households to rent their homes to overnight visitors. The AirBnB and VRBO sites alone
currently feature nearly 500 listings,* which range from single rooms to entire homes. In a city

4 AirBnB currently features 118 unique listings in the greater Santa Cruz market. VRBO currently
features 318.

P1\1410005\141040LaBahis\Report\ 141040 say Cost 4793 docx
A-3-STC-14-0049
30f 10



Final Memorandum July 18, 2014, 2014
Expected Effects of La Bahia Hotel Development Page 4

of roughly 2,200 hotel rooms, these online listings significantly increased the supply of visitor
accommodation, especially during the peak seasons (when more listings become available).
Rates for online rentals range from $50 each night to over $500 for entire homes depending on
the nature of the accommodation offered and the season.

The Santa Cruz area also features a number of camping and RV accommodation options. While
sought-after campgrounds such as Big Basin often experience full capacity for most of the
summer and shoulder seasons, a number of other State, Regional, County and locally-run
campgrounds and RV parks are available for visitors to the area. Campgrounds and RV facilities
offer low-cost accommodations in a wide range of locations, from the Santa Cruz Harbor RV Park
at the mouth of Woods Lagoon to both public and private facilities located along the San Lorenzo
River northwest of downtown. In addition, the City subsidizes the operation of the Carmelita
Cottages Hostel that is operated by the Santa Cruz Hostel Society. The hostel provides 45 beds
(capacity for 16,425 overnight stays in Santa Cruz).

Comparative Central Coast Markets

In comparison to other comparable central coast tourist destinations such as the cities of
Monterey, Santa Barbara, and Half Moon Bay,5 as well as other areas in Santa Cruz County
(“Other Santa Cruz County”),® the City of Santa Cruz overnight accommodation market exhibits
lower average daily room rates and lower occupancy rates. As illustrated in Table 2, the four
comparison markets experience higher occupancy and room rates than the City of Santa Cruz,

5 The City of Half Moon Bay does not include the minimum number of hotels requiréd for Smith Travel
Research to obtain hotel data without revealing proprietary information. As such, this market data set
includes some hotels in the area surrounding Half Moon Bay to create a sufficiently large hotel sample
size. ’ o

6 This category includes cities and unincorporated areas in Santa Cruz County outside of the City of
Santa Cruz and excluding Watsonville. The City of Watsonville is excluded due to its different location
and role in the regional hotel market.

P:\141000s\141040LaBahia\Report\141040_LowCost_071814.docx
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Table 2 2013 Average Occupancy and Room Rates for Comparable Hotel Markets

2013

Room Count
City (2013) Occ. (%) ADR
Santa Cruz 2,170 62% $131
Monterey 4,664 70% $156
Santa Barbara 3,857 73% $220
Half Moon Bay' 1,052 71%  $203
Other Santa Cruz County 960 84% $150

[1] Data for year 2012
Source: Smith Travel Research

The City of Santa Cruz market is also more sensitive to seasonality, especially when comparing
performance during the winter. Table 3 shows that while all five markets show seasonal
variation, the City of Santa Cruz and Other Santa Cruz County markets show the largest .
percentage differential between peak season and off-peak season average room rates.

Table 3 Comparable Central Coast Market Average Daily Rates by Month (2013)

City Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec AnnalAvg.

Santa Cruz $94 $105 $109 $122 $132 $151 $165 $167 $138 $125 $110 $104 $131
Monterey $123 $143 $128 $149 $152 $152 $182 $213 $166 $151 $142 $128 $156
Santa Barbara . $168 $183 $197 $199 $217 $234 $268 $283 $227 $212 $207 $197 $220
Half Moon Bay' $174 $179 $186 $185 $195 $209 $211 $220 $225 $232 $198 $188 $203 .

OtherSantaCruzCounty $118 $117 $126 $137 $145 $173 $189 $190 $154 $141 $132 $121 $150

[1] Data for year 2012
Source: Smith Travel Research

As shown in Table 4, City of Santa Cruz occupancy rates are not only the lowest among the five
sample central coast markets on an annual basis, but they also feature lower occupancy rates in
every month of the year in comparison to Monterey, Santa Barbara, and Half Moon Bay. During
the shoulder months (May and September) the City of Santa Cruz average occupancy lags
behind that of the four comparison markets by the most significant margin.

‘ P.'\1410005\141040LaEahla\Rep0rt\141040_Em5qf1353d00(
A-3-STC-14-0049
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Table4 Comparable Central Coast Markets Average Occupancy by Month (2013)

City Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec AnnalAvg.
Santa Cruz 43% 51% 59% 63% 60% 74% 82% 80% 66% 63% 57% 44% 62%
Monterey 50% 59% 66% 73% 71% 82% 88% 89% 81% 73% 62% 49% 70%
Santa Barbara ‘ 58% 63% 68% 72% 73% 82% 87% 87% 79% 72% 66% 60% 73%
Half Moon Bay' 56% 64% 63% 66% 74% 84% 82% 81% 81% 82% 64% 56% 71%
Other Santa Cruz County 45% 53% 59% 67% 63% 74% 84% 81% 71% 64% 57% 48% 64%

[1] Data for year 2012
Source: Smith Travel Research

A number of factors contribute to the variation in room rates and occupancy rates between these
central coast cities including the mix of existing hotel inventory. In comparison to Monterey,
Santa Barbara, Half Moon Bay, and Other Santa Cruz County markets, the City of Santa Cruz
market features a far higher proportion of lower cost accommodations and, conversely, a far
lower proportion of higher cost accommodations. As illustrated in Table 5, which summarizes
room inventory for these five markets, 42 percent of Monterey’s total hotel inventory, 41 percent

. of Santa Barbara’s total hotel inventory, and 49 percent of Half Moon Bay'’s total hotel inventory
are classified as Luxury or Upper Upscale. Luxury and Upper Upscéle offerings in Santa Cruz, on
the other hand, make up only 25 percent of the total market. Similarly, 26 percent of Other
Santa Cruz County total hotel inventory is classified as Luxury in comparison to 9 percent Luxury
in the City of Santa Cruz. Furthermore, although more than 40 percent of rooms in Santa Cruz
are defined as Economy, less than 20 percent of the rooms in Monterey or Santa Barbara and
less than 10 percent of the rooms in Half Moon Bay and Other Santa Cruz County markets fall
into this lowest cost category.

Table 5 Comparable Central Coast Market Room Inventory by Hotel Class

Other Santa Cruz
Hotel Class Santa Cruz Monterey Santa Barbara Half Moon Bay1 County
Rooms % Total Rooms % Total Rooms % Total Rooms % Total Rooms % Total

Luxury 196 9% 592 13% 1,021 26% 416 40% 252 26%
Upper Upscale 345 16% 1,375 29% 589 15% 97 9% - 0%
Upscale - 0% 500 11% 681 18% 92 9% - 0%
Upper Midscale 504 23% 799 17% 449 12% 292 28% 393 41%
Midscale 205 9% 528 1% 552 14% 83 8% 249 26%
Economy 920 42% 870 19% 565 15% 72 7% 66 7%

Total © 2,170 100% 4,664 100% 3,857 100% 1,062 100% 960 100%

[1] Data for year 2012
Source: Smith Travel Research

Effects of La Bahia Hotel Development

The proposed La Bahia Hotel is a 165-room full-service, four-star hotel. Proposed amenities
include banquet hall, restaurants, and swimming poo!, among others. The hotel is expected to
operate at the higher end of the Santa Cruz hotel market, adding to the City’s inventory of hotel -
rooms in the Upscale/luxury category in a similar market segment to the Santa Cruz Dream Inn.

At an average annual occupancy rate of 70 percent, the type of rate often required to support
P:\141000s5\141040LaBahla\Report\141040_LowCost_071814.docx
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new hotel development, an average of about 115 rooms would be occupied each night
accommodating about 42,000 overnight room stays annually. The City of Santa Cruz has long
identified the economic development value of adding a new higher-end hotel with strong visitor
amenities to its inventory of overnight accommodation.? In addition, prior real estate market
analyses commissioned by the City of Santa Cruz identified market demand for a full-service,
luxury/ upper upscale hotel.8

The effects of the La Bahia Hotel development on the availability of lower cost accommodation in
Santa Cruz depend on its effect on the demand and supply dynamics in the Santa Cruz

‘accommodation market. Consistent with fundamental economic principles, applicable to real

estate and other markets, the impacts of new investments, regulations, and/or other changes
can be evaluated through consideration of the combined demand and supply effects. Increases
in market demand for overnight accommodation will lead to increases in average room rates
and/or occupancy rates, all other things being equal. Increases in the supply of overnight
accommodation will lead to decreases in average room rates and/or occupancy rates, all other
things being equal.

La Béhia Supply Effects

The new hotel will add 165 rooms to the City’s hotel inventory, an overall increase of about 7.5
percent in available rooms in the City of Santa Cruz. In the higher end segment of the Santa
Cruz market (luxury, upper upscale, and upper) that currently includes 541 rooms, the La Bahia
Hotel will represent a 30 percent increase in supply. This increase in supply will offer additional
options for visitors and more competition for existing hotels acting to place downward pressure
on average room rates. While the primary new competition will be with the upper segments of
the market, the increased availability of rooms at higher price points will see some “move up”
accommodation choices, especially in the high season, expanding the availability of supply at the’
midscale and economy levels. These effects will exert a downward or moderating pressure on
room rates.

The price elasticity of supply is the economic metric typically used to indicate the level of
reduction in prices (in this case room rates) in response to a supply increase (in this case a 7.5
percent increase in overnight lodging accommodation). There are currently no scientifically
determined price elasticities of supply available for reliable application for hotel rooms in the
Santa Cruz market area and their calculation is made more complicated by the new influx of
private accommodation rentals that form part of the overnight lodging market. As an
illustration, however, even at a low price elasticity of supply of 0.2 (a 0.2 percent price reduction
for every 1 percent increase in supply), this 165-room supply increase, all other things being
equal, would reduce average room rates by 1.5 percent.

7 The City of Santa Cruz 2030 General Plan (adopted June 2012) identifies a number of Economic
Development goals, policies, and actions, including “Encouraging the development of new lodging
facilities, particularly those targeting a higher-end market and those providing additional visitor
amenities” and “Attract a top-end, full service hotel to expand and improve year-round conference
segment of the tourism market.” '

8 For example, Scott Hospitality Consultants (2008) and PKF Consulting (2010).
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La Bahia Demand Effects

As articulated in prior independent reports conducted for the City of Santa Cruz, visitation to
Santa Cruz County and the City of Santa Cruz is driven by three primary attractors: the beach,
the boardwalk, and the Wharf, though is also complemented by draws associated with its
downtown and UC campus. These draws are the primary constituents of demand for overnight
visitor accommodations in the City of Santa Cruz and are all notably accessible at no/low cost.

For example, the 2010 Santa Cruz County Visitor Profile Study found that 73 percent of all
visitors to Santa Cruz County go to the beach, 64 percent visit the Boardwalk and 53 percent
visit the Municipal Wharf as illustrated in Table 6 below.? As shown, visitation numbers vary
substantially by season with the summer months attracting the highest visitation including day
and overnight visitors. Total visitation estimates are not available, though recent estimates
indicate that the Boardwalk alone generates annual visitation of more than 3 million.0

Table 6 Santa Cruz Visitor Profile Specific Attractions

By Season
All
Attraction / Venue Visitors Spring Summer Fall
Beach 73% 69% 83% 66%
Santa Cruz Boardwalk 64% 59% 77% 55%
Santa Cruz Wharf 53% 43% 53% 66%
Downtown Santa Cruz 40% " 39%% 34% 50%

Sources: Lauren Schlau Consulting; Economic & Planning Systems, Inc.

The La Bahia Hotel will not change these fundamental draws (demand drivers) of visitors, day or
overnight, to the City of Santa Cruz. The La Bahia Hotel will, however, offer additional overnight
options to repeat visitors to the City of Santa Cruz while also potentially drawing new overnight
visitors. Some visitors previously-unable to obtain overnight lodging at the current limited
supply of full-service, four-star accommodations might be “re-captured” to Santa Cruz, while
other new visitors may be attracted by the hotel’s amenities, e.g., wedding parties, work
retreats. The majority of the potential “net new” demand will be accommodated at the La Bahia
Hotel though some event-associated visitors may choose to stay at other hotels in the area or at
private accommodations offered through VRBO or AirBnB.

Aggregate La Bahia Effects

The occupancy rates and room rates at different hotels/motels in the Santa Cruz area are a
function of a large range of factors, including the primary drivers of demand (Beach, Wharf,
Boardwalk, and Downtown), local, State, and global economic conditions, and the nature,
amenities, and operations of individual overnight lodging options. The impacts of the overall

9 Lauren Schlau Consulting, 2010 Santa Cruz County Visitor Profile Study.

10 santa Cruz Seaside Company, 2009
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state of the economy tend to dominate shifts in citywide average hotel performance metrics
(room rates and occupancy rates) as shown by the improvement in overall performance in the
last couple of years. The impact of the development of a new boutique hotel in the City of Santa
Cruz will not show clearly in this performance data, though core economic principles indicate
that, all other things being equal, the La Bahia Hotel will make average accommodation more
affordable in the City of Santa Cruz. In other words, while the appeal and amenities of the hotel
will attract some new visitors and support La Bahia Hotel occupancy in the shoulder and off-
season as well as the peak season, the overall effect of the new hotel development will be an
increase in supply relative to new demand, placing downward or moderating pressure on hotel

room rates especially in the peak season.
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SUMMARY OF STAFF RECOMMENDATION

The City of Santa Cruz approved a coastal development permit (CDP) to allow for partial
restoration and partial demolition of the existing historic La Bahia complex and development of
a new 165-room standard operating hotel along with related hotel facilities and amenities
(including a conference and banquet space, restaurant/bar, retail units, spa facilities, swimming
pool, and partially underground parking garage) located at 215 Beach Street fronting the City of
Santa Cruz Main Beach near the upcoast end of the Santa Cruz Beach Boardwalk amusement
park in the City of Santa Cruz, Santa Cruz County.

The Appellant contends that the approved project is inconsistent with the City of Santa Cruz
Local Coastal Program (LCP) policies related to the protection of historic resources. After
reviewing the local record, Commission staff has concluded that the approved project does not
raise a substantial issue with respect to the project’s conformance with the City of Santa Cruz
LCP.

The City of Santa Cruz LCP contains numerous policies and standards that seek to protect
historic resources throughout its portion of the coastal zone, including specifying the procedures
and findings by which structures with historic landmark designations, such as La Bahia*, may be
altered and/or demolished. The LCP also includes provisions specific to the La Bahia site. LCP
Beach and South of Laurel (BSOL) Land Use Policy 2.16 requires La Bahia to be redeveloped as
a visitor serving accommodation use available to the general public, and LCP Implementation
Plan (IP) Section 24.10.618 states that at the time when a specific hotel development project is
proposed for the La Bahia site, the existing structure’s major architectural and historical
contributing elements should be preserved and highlighted, taking into account other necessary
factors such as structural soundness, building condition, and project cost.

Thus, La Bahia is afforded some protection under the LCP, but the LCP also weighs other factors
when determining whether preservation of an historic structure intact is feasible. To be sure the
LCP encourages the rehabilitation and restoration of designated historic landmarks, but the LCP
does not provide an outright prohibition on the alteration, demolition, or de-designation of
historic structures, but instead describes the process and findings that must be made in order to
do so. To accomplish this, the findings required in order to alter and/or demolish a designated
historic landmark include abatement of unsafe property conditions, demonstration of economic
hardship, and, for demolition explicitly, that the demolition is consistent with the purpose of the
LCP’s historic preservation policies. In this case, the City determined that these criteria were met
because: 1) a structural integrity analysis report was prepared that concluded that bringing the
existing buildings to an acceptable level of safety would be economically infeasible, and
determined that if the project was not approved, the buildings would continue to deteriorate and
become increasingly unsafe; 2) an economic analysis of the project, including project
alternatives, was prepared that determined preservation of all of the existing La Bahia buildings
would be financially infeasible; and 3) the redevelopment of the structure, including through
retaining portions of the existing structure’s historic bell tower and southeast buildings, as well
as the proposed new structure’s Spanish Colonial architectural design, is consistent with the
purposes of historic preservation because it is done in a way that respects and honors the existing

! In 1976, the existing La Bahia structure was listed in the “Santa Cruz City Historic Building Survey” as a City-
designated historic site and historic landmark.
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structure’s architectural and historic integrity.

In terms of architectural design, as is required by the LCP, the City’s approval explicitly seeks to
retain the historic character of the existing La Bahia structure. This is achieved primarily though
required retention and restoration of the primary character-defining element of La Bahia, namely
its bell tower and the related structures forming the upcoast corner of the site. These areas will be
restored in a similar arrangement as is present today, and will include such Spanish Colonial
design elements as stucco walls, terracotta roof tiles, balconies, and ironwork. This restoration
will complement the new buildings, which will also utilize white stucco walls, terracotta roof
tiles, courtyards, and balconies in order to reflect and mimic the existing site’s historicity. The
City also required that La Bahia features that aren’t going to be retained be formally documented
in coordination with a historic preservation architect, with photographs, drawings, written
historical overviews, and collection of historical background information presented in a public
interpretive display in the hotel. Thus, the approved project retains the existing site’s
architectural and historic character to the degree possible with a partial demolition, consistent
with LCP standards that specify the requirements for demolishing and redeveloping historic
structures.

Finally, it is important to note that the LCP also specifically encourages and promotes
redevelopment of La Bahia for visitor-serving accommodations and related uses. La Bahia is
located in the heart of the City’s beach area but it is currently being used exclusively for
residential purposes. And although La Bahia is historic and that historicity and design contribute
to the character of the area, it is also significantly deteriorated and in dire need of attention. The
City’s approval would result in a new standard-operating hotel with conference and related
facilities designed to accommodate and encourage visitors to the heart of the City’s beach area,
which promotes LCP objectives in that respect.

In short, the City’s approval followed the LCP’s process for addressing historic resources, and
would result in a project that is allowed by the LCP’s historic resource protection policies. It also
results in new visitor-serving facilities in a critical location along the City’s primary beach-area
visitor district as provided for in the LCP. Thus, the Appellant’s contentions do not raise a
substantial LCP conformance issue, and staff recommends that the Commission decline to take
jurisdiction over the CDP for this project. The single motion necessary to implement this
recommendation is found on page 5 below.
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I. MOTION AND RESOLUTION

Staff recommends that the Commission determine that no substantial issue exists with respect
to the grounds on which the appeal was filed. To implement this recommendation, staff
recommends a YES vote on the following motion. Passage of this motion will result in a finding
of no substantial issue and the local action will become final and effective. The motion passes
only by affirmative vote of a majority of the Commissioners present.

Motion: I move that the Commission determine that Appeal Number A-3-STC-14-0049
raises no substantial issue with respect to the grounds on which the appeal has been filed
under Section 30603. | recommend a yes vote.

Resolution to Find No Substantial Issue. The Commission finds that Appeal Number A-
3-STC-14-0049 does not present a substantial issue with respect to the grounds on which
the appeal has been filed under Section 30603 of the Coastal Act regarding consistency
with the Certified Local Coastal Plan and/or the public access and recreation policies of
the Coastal Act.

1. FINDINGS AND DECLARATIONS

A. PROJECT LOCATION AND DESCRIPTION

The City-approved project is located at 215 Beach Street in the Beach Hill area of the City of
Santa Cruz in Santa Cruz County. The project site is on the landward side of Beach Street,
approximately 600 feet east of the Santa Cruz Municipal Wharf and approximately 300 feet west
of the Santa Cruz Beach Boardwalk (Boardwalk) amusement park. Immediately across the
project site on the seaward side of Beach Street is Main Beach. The project site consists of two
parcels totaling approximately 1.4 acres and occupies the entire block bounded by Beach, Main,
Westbrook, and First Streets. The parcels are zoned RTC/CZ/SPO (Tourist Residential-Beach
Commercial/Coastal Zone/Shoreline Protection Overlay).

Currently, the project site is developed with the 44-unit historic La Bahia Apartments (originally
built in 1926 as an apartment complex by the Santa Cruz Seaside Company (Seaside Company),
the owner of the adjacent Boardwalk). The La Bahia complex has been used for both short term
rental and residential purposes, and is currently entirely used for residential rental housing. The
complex consists of six buildings designed in the Spanish Colonial Revival style that total
approximately 32,000 square feet within a building footprint of approximately 16,640 square
feet. These buildings occupy the entire length of Beach Street between Main and Westbrook
Streets.

The City-approved project allows for the construction of a new 165-room standard operating
hotel, consisting of the retention and restoration of a portion of the existing bell tower building,
demolition of the remaining existing structures, and new construction, all of which will expand
the existing structures’ footprint. Specifically, the City’s approval provides for the existing bell
tower, stairs, and adjacent southeastern portion of the existing complex, totaling 2,081 square
feet, to be retained, rehabilitated, and incorporated into the new hotel building. The remaining
existing structures will be demolished, and replaced with new buildings that will provide for

5
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60,861 square feet of space, allowing for the 165 hotel rooms, as well as hotel amenities,
including approximately 4,350 square feet of meeting/banquet/conference space, a restaurant/bar
totaling 4,800 square feet, 2,500 square feet of retail space, a 750-square-foot day spa, and a
large central outdoor swimming pool area. The planned 165 hotel rooms include three room
types that range in size from 425 to 575 square feet.

The new hotel buildings will be between two to four stories with building heights ranging from
32 to 43 feet. Rooftop mechanical equipment and architectural elements will extend up to ten
feet above the rooftop heights as permitted by the City’s LCP regulations.? Vehicular access for
guests of the hotel will be provided by a check-in entrance on Beach Street, an entrance/exit on
Westbrook Street, and an exit onto Main Street. Parking, including valet parking, will be
provided within an enclosed, partially underground parking garage with a total of 210 parking
spaces located near the entrance to the hotel.

In terms of architectural design, the City-approved project includes the rehabilitation, restoration,
and structural upgrading of the historic bell tower building and associated stairs at the
southeastern corner of the project site. The historic elements of the tower will be repaired,
including decorative tile features, the terracotta clay roof, and stucco finishes. The project also
includes rehabilitation and conversion of the existing eight southeast apartment units® along
Beach Street into hotel rooms. The exterior walls and primary structural bearing walls of the
southeast building and bell tower will be maintained and structurally upgraded with new shear
plywood and required seismic upgrades. The exterior finishes (stuccos, terracotta clay tile roof,
eave details, balcony, etc.) will be repaired. The exterior wall configuration, fenestration, and
entry gates will be maintained and rehabilitated. New painted aluminum windows will be
installed within the existing window openings to replace the non-historic windows located in the
southeast building. The existing stairs, entry gate, and circulation will be maintained. New
bathrooms and building systems (i.e., mechanical, electrical, plumbing, fire protection, etc.) will
be installed in the new hotel guestrooms in the southeast wing. There will be three guestrooms at
ground level, four guestrooms on the second floor, and one guestroom on the third floor in the
historic southeast building.

The remaining existing buildings will be demolished and new buildings constructed. The new
buildings maintain La Bahia’s existing Spanish Colonial Revival style architecture, through
utilizing historic design elements to include white stucco walls with red tile roofs, punched
windows, balconies, ornamental glazed tiles, decorative iron work and trellises. Other
architectural features include balconies, some bay windows, ornamental glazed tiles, decorative
iron work and trellises, and parapet design including curvilinear, decorative metalwork in parapet

The current maximum allowable building height in the RTC zone district is 36 feet (IP Section 24.10.624 (1)(a)).
Avrchitectural elements such as bell towers, spires, turrets, cupolas, chimneys, dormers, flagpoles, etc., may extend
ten feet above height limitations subject to design review (i.e., with the approval of a Planned Development
Permit, which the City granted for this project). The increase in building height may not exceed one story or 20
per cent of the allowed height (in feet) over and above regulations established in the project’s zone district (i.e.,
Beach Commercial (RTC) in this case). In addition, uninhabitable mechanical penthouses shall be limited to 10%
of the roof area and will be permitted with additional 10-foot height allowance provided they are setback at least
20 feet so as not to be visible by pedestrians (IP Section 24.10.624 (2)(e)(2)).

The existing southeast apartment units, which will be retained and converted to hotel use, equal approximately
6.5% of the existing La Bahia square footage).
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walls along with a cast stone parapet cap. The terra cotta roofs of the new buildings will match
the original roof color of the existing La Bahia buildings.

See Exhibit 1 for a project location map; Exhibit 2 for photographs of the existing site and
surrounding area, as well as photo-simulations of the City-approved hotel and amenities; and
Exhibit 3 for the City-approved project plans.

B. LA BAHIA BACKGROUND

The La Bahia building was originally designed by William C. Hays, an architect of statewide
stature, who designed many structures in northern California communities. La Bahia was
originally constructed in 1926 (then called the Casa Del Rey Apartments) by the Seaside
Company, still the current owner.* Shortly after construction, La Bahia was used by long-term
guests of the Seaside Company and the Coast Counties Gas and Oil Company. Most recently, La
Bahia has been used as short-term apartments for University of California at Santa Cruz students
during the school year and as seasonal housing for Boardwalk employees during the summer.

La Bahia is a City-designated historic site and historic landmark. In 1976, the “Santa Cruz City
Historic Building Survey” included La Bahia and gave it an “excellent” rating. Subsequently, the
City designated La Bahia as a historic landmark, the highest designation awarded by the City for
historic buildings. As previously indicated, the structures are designed in the Spanish Colonial
Revival style of architecture. La Bahia has a rectangular plan that consists of six structures that
are interconnected in places and create an L-shaped complex. The buildings are primarily two
stories with the exception of the bell tower wing near Beach Street, which is three stories high.
The exterior walls are covered with white textured stucco and painted white, and the roof is
multi-level and covered with red Spanish tiles and rolled roofing at various sections. The roof is
in a variety of styles, including gabled, hipped, flat, and shed styles. The bell tower is located on
the eastern part of the facade of the building that faces Beach Street. The bell tower is square
with four round-arch openings flanked by classical pilasters and the tower’s roof has a dome
with patterned, colorful tiles. See photos of La Bahia in Exhibit 6: Historic Features and
Photographs (pages 1 and 5 show the tower).

La Bahia also contains two courtyards that are an integral design element of the apartment
complex. The “Court of the Laurels” is prominent and features a stylized stairway entrance, a
central grass lawn, a fountain at the north wall, flowering trees, shrubbery, and small flowerbeds.
The “Court of the Mariners” is less formal with an asymmetrical design and a water pond with
lilies. Additional features such as stairways, arched entryways, balconies, a bridge ramp, as well
as the scale, massing, character, and detail of the surrounding La Bahia buildings add to the
significance and character of the courtyards. The site design and buildings’ features with their
varied levels, courtyards, balconies, and shapes have been described as evoking the feeling and
appearance of a rural Andalusian village that has developed over many years.’

While the Seaside Company, through La Bahia, LLC, owns the La Bahia site, the Seaside Company has an
Employment Agreement with French Resources Group, Inc. to put together a design team to create a design for
redeveloping the La Babhia site as a hotel and submit the project for City approval; thus the French Resources
Group is the Applicant’s representative for the project.

Hill, W., Historic Architecture Assessment — Beach Area/South of Laurel Street Master Plan in the City of Santa
Cruz within Santa Cruz County, California, April 1996.
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Since the early 1990s, the City of Santa Cruz has been interested in intensifying tourist-oriented
development that promotes year-round activities in the beach area. In 1998 the City adopted the
Beach and South of Laurel Comprehensive Area Plan (BSOL Area Plan) and parts of it were
certified as a component of the LCP in 2002 (LCP amendment STC-MAJ-1-01 Part B, certified
June 13, 2002).° La Bahia is located within the south-central portion of the BSOL Area Plan’s
boundaries. Existing development within the BSOL Area Plan’s boundaries is characterized by a
variety of visitor-serving and residential uses. The BSOL Area Plan envisioned the La Bahia
parcels as a site for a major conference facility, and two possible development scenarios were
considered under the Plan: Alternative 1 would provide for a project of approximately 300 rooms
on the La Bahia site as well as extending offsite to encompass adjacent Westbrook Street (which
would be abandoned by the City) and the adjacent Seaside Lodge, and Alternative 2 would
provide for a project of approximately 120-200 rooms on just the existing La Bahia site.

During the BSOL Area Plan process, the City hired an historic preservation firm, Architectural
Resources Group (ARG), to identify the La Bahia’s primary architectural elements that would
need to be incorporated into a major conference facility on the site.” The resulting architectural
analysis found that the major contributing elements of architectural importance included the
buildings’ location primarily along Beach Street, the courtyards, the building elevations
surrounding the courtyards, and the passages into the courts, as well as the scale, massing,
character-defining details of all of the buildings. This analysis also found that the “Court of the
Laurels” was a major contributing element to the character and significance of the La Bahia
complex and should be maintained, and that the “Court of the Mariners” was nearly as
significant as the “Court of the Laurels,” but could possibly be modified or replicated without
destroying the character of the entire complex.

The final BSOL Area Plan prescription for La Bahia was to develop the site as a 250-275 room
hotel and conference facility that would retain the architectural “character-defining elements” of
the existing La Bahia that were identified in the City’s architectural analysis. However, as
indicated above, the certified LCP BSOL Area Plan policies provided area-wide guidance, but
did not ultimately include any explicit guidance regarding future development on the La Bahia
site itself.® At the time the BSOL Area Plan LCP amendment was submitted to the Commission,
though, there was a proposal to redevelop and renovate La Bahia as a condominium hotel. The
Commission’s 2002 LCP amendment approval, therefore, added the specific policy language of
LUP Policy 2.16 (see Exhibit 7), requiring any such condominium hotel renovation project to
limit owner use of the individual condominium hotel rooms to no more than 45 days per year. In

® The City did not submit the entire BSOL Area Plan document for certification but instead submitted a series of

policies meant to generally characterize the main goals and objectives of the BSOL Area Plan. As such, it is only
the excerpted components of the BSOL Area Plan that are part of the City’s certified LCP, and not the document
itself. Thus, while the BSOL Area Plan document can provide relevant guidance on the excerpted policies, it is
not part of the LCP and cannot be used as the basis for planning and regulation.

La Bahia Apartments, Santa Cruz, California, ““Architectural and Developmental Analysis & Recommendations
for New Development” (April 6, 1998), prepared by Architectural Resources Group. This study was part of a
larger report titled “City of Santa Cruz Design Analysis” (September 1997).

As discussed subsequently, the LCP Implementation Plan (IP) includes a section referencing the BSOL Area Plan
CEQA document. Section 24.10.618 regarding the purpose of the R-T(C) (Beach Commercial) zoning district was
amended to state: “It is the intent of this zoning that preservation of La Bahia be conducted in accordance with the
measures described in the certified final Environmental Impact Report for the Beach and South of Laurel
Comprehensive Area Plan.”
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this case, the City-approved project is a hotel only, without a condominium component.

In 2003, the City approved a CDP (CP 02-066) to renovate most of the existing historic La Bahia
buildings while providing for demolition of one existing building and partial demolition of
another building and allow for conversion to a 118-room condominium hotel. The 2003 project
included an underground parking garage (144 spaces) and hotel amenities such as a day spa,
approximately 3,000 square feet of meeting space, and a swimming pool. The City’s approval of
this project in 2003 was based on the current LCP and did not require any changes to the LCP’s
site standards for the project site. The 2003 project approval was not appealed to the
Commission. Following this 2003 approval, the project Applicant decided not to pursue this
permitted project and allowed the CDP to expire.

In 2011, a new proposal for redevelopment of the La Bahia site was developed.® The proposed
project included demolition of all of the existing La Bahia buildings'® and redevelopment of the
site with a 125-room condominium hotel with a maximum height of 61 feet for main structures
(and 71 feet for certain architectural elements), an onsite parking garage, meeting room space, a
bar and a restaurant, a day spa, and a swimming pool. To accommodate the 2011 project, the
City proposed to amend the LCP to clearly provide for the potential demolition of La Bahia, and
to create a new IP zoning district and associated site standards that would have applied
specifically to the La Bahia site to allow for additional height on the site, among other things.
The City had also given the proposed project a conceptual CDP approval, but any final City
action on the CDP for the project was pending Commission action on the LCP amendment first.
However, when this project came before the Commission at the August 2011 hearing, the
Commission denied the LCP amendment based primarily on mass and scale, but also on historic
and community character issues. That project did not move forward.

C. CiTY OF SANTA CRUz CDP APPROVAL

On August 7, 2014 the City of Santa Cruz Planning Commission held a public hearing for the
project and recommended project approval to the City Council. On August 13, 2014 the Historic
Preservation Commission also held a public hearing and recommended approval of a Historic
Demolition Permit, a Historic Alteration Permit and a Historic Building Survey Deletion. On
September 9, 2014 the City Council approved a CDP for the project.

The City’s Final Local Action Notice was received in the Coastal Commission’s Central Coast
District Office on Thursday, September 11, 2014. The Coastal Commission’s ten-working day
appeal period for this action began on Friday, September 12, 2014 and concluded at 5pm on
Thursday, September 25, 2014. One valid appeal (see details below) was received during the
appeal period. See Exhibit 4 for the City’s Final Local Action Notice.

° The project applicant at that time, Barry Swenson Builder in coordination with the Santa Cruz Seaside Company,
was also the applicant for the City-approved 2003 project.

1% The La Bahia’s historic bell tower was to be removed from the existing building, restored, and reinstalled in the
new development. If it were not feasible to preserve and reuse the bell tower in this way due to its dilapidated
condition, the bell tower would have been reconstructed in-kind.
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D. APPEAL PROCEDURES

Coastal Act Section 30603 provides for the appeal to the Coastal Commission of certain CDP
decisions in jurisdictions with certified LCPs. The following categories of local CDP decisions
are appealable: (a) approval of CDPs for development that is located (1) between the sea and the
first public road paralleling the sea or within 300 feet of the inland extent of any beach or of the
mean high tide line of the sea where there is no beach, whichever is the greater distance, (2) on
tidelands, submerged lands, public trust lands, within 100 feet of any wetland, estuary, or stream,
or within 300 feet of the top of the seaward face of any coastal bluff, and (3) in a sensitive
coastal resource area; or (b) for counties, approval of CDPs for development that is not
designated as the principal permitted use under the LCP. In addition, any local action (approval
or denial) on a CDP for a major public works project (including a publicly financed recreational
facility and/or a special district development) or an energy facility is appealable to the
Commission. This project is appealable because it is located within 300 feet of the beach.

In this case, the appeal zone extends 300 feet landward of the inland extent of the beach. Project
components that are located more than 300 feet from the beach are not located in the appeal
zone, and therefore cannot be evaluated during the substantial issue determination process.
However, the vast majority of the project is located within 300 feet of the beach and is thus in the
appeal zone. Only a very small portion of the buildings along First Street near the corner of Main
Street are outside of the appeal zone (i.e., the vast majority of these buildings are in the appeal
zone and will be evaluated under the substantial determination process). However, if the
Commission finds that the approved project raises a substantial issue of conformance with the
City’s LCP, the entire project (both in and out of the appeal zone) would be considered during
the process of de novo review.

The grounds for appeal under Section 30603 are limited to allegations that the development does
not conform to the certified LCP or to the public access policies of the Coastal Act. Section
30625(b) of the Coastal Act requires the Commission to consider a CDP for an appealed project
de novo unless a majority of the Commission finds that “no substantial issue” is raised by such
allegations.™ Under Section 30604(b), if the Commission conducts the de novo portion of an
appeal hearing and ultimately approves a CDP for a project, the Commission must find that the
proposed development is in conformity with the certified LCP. If a CDP is approved for a project
that is located between the nearest public road and the sea or the shoreline of any body of water
located within the coastal zone, Section 30604(c) also requires an additional specific finding that
the development is in conformity with the public access and recreation policies of Chapter 3 of
the Coastal Act. This project is not located between the nearest public road and the sea and thus
this additional finding would not need to be made if the Commission were to approve the project
following the de novo portion of the hearing.

1 The term “substantial issue” is not defined in the Coastal Act or in its implementing regulations. In previous
decisions on appeals, the Commission has generally been guided by the following factors in making substantial
issue determinations: the degree of factual and legal support for the local government’s decision; the extent and
scope of the development as approved or denied by the local government; the significance of the coastal resources
affected by the decision; the precedential value of the local government's decision for future interpretations of its
LCP; and, whether the appeal raises only local issues as opposed to those of regional or statewide significance.
Even when the Commission chooses not to hear an appeal, appellants nevertheless may obtain judicial review of a
local government’s CDP decision by filing a petition for a writ of mandate pursuant to the Code of Civil
Procedure, Section 1094.5.
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The only persons qualified to testify before the Commission on the substantial issue question are
the Applicant, persons who made their views known before the local government (or their
representatives), and the local government. Testimony from other persons regarding substantial
issue must be submitted in writing. Any person may testify during the de novo CDP
determination stage of an appeal.

E. SUMMARY OF APPEAL CONTENTIONS

The Appellant contends that the City-approved project raises LCP consistency questions relating
to historic resources. Specifically, the Appellant contends that the approved project would violate
applicable LCP policies because: 1) the project was approved contrary to zoning requirements
and protections for the La Bahia landmark; 2) the demolition will result in a substantial adverse
change in the significance of an historical resource; 3) the project is inconsistent with LCP
Policy 2.1 that requires protection, restoration and rehabilitation of historic and architecturally-
significant landmarks; and 4) the project does not meet IP standards and required preservation
measures for the historical and character defining features of the existing La Bahia. See Exhibit
5 for the full appeal contentions.

F. SUBSTANTIAL ISSUE DETERMINATION

Applicable LCP Policies

The City of Santa Cruz LCP contains numerous policies that seek to protect historic resources
throughout the coastal zone (see Exhibit 7). Land Use Plan Cultural Resources Element (CR)
Policy 2.1 seeks to protect and encourage restoration and rehabilitation of historic and
architecturally significant buildings and landmarks, while CR Policy 2.3.2 requires the
identification and protection of historic resources affected by proposed development and requires
projects to be designed to protect the quality of historic resources. LCP Community Design (CD)
Policy 3.5 requires that new or renovated development shall add to City-identified landmarks,
historical areas and buildings, and established architectural character worthy of preservation.
Finally, CR Policy 2.3 ensures there are review procedures to recognize and protect these
resources.

The Implementation Plan (IP) implements the aforementioned LUP policies via three sections:
Historic Alteration Permit (IP Sections 24.08.900 through 24.08.940), Historic Demolition
Permit (IP Sections 24.08.1000 through 24.08.1040), and Historic Landmark
Designation/Deletion (IP Section 24.12.420). These sections specify the procedures and findings
by which structures with historic landmark designations, such as La Bahia, may be altered and/or
demolished, and the way in which structures can be designated and undesignated as historic.

The Historic Alteration Permit policies ensure that any new construction and alterations will
retain the integrity of the City’s historic landmarks, buildings, sites and districts. Findings
required for permit issuance include consistency with the purposes of historic preservation as set
forth in IP Section 24.12.400* and the LUP’s Cultural Resources policies, as previously

12 |p Section 24.12.400 describes the stated purpose of historic preservation, including to preserve and protect
historic structures that contribute to cultural benefit, to foster civic pride in the beauty and accomplishments of the
past, to protect the city’s cultural heritage, and to encourage continued private ownership and use of such
structures, among others.
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described. The project must also comply with one of following three additional standards: 1)
compliance with the United States Secretary of the Interior Standards for Rehabilitation,
including that the project’s architectural design, height and bulk, lot coverage and orientation of
buildings, color and texture of surface materials, and changes to natural features protect and
preserve the historic and architectural qualities; or 2) the Applicant must demonstrate that the
action is necessary to correct an unsafe or dangerous condition on the property; or 3) denial of
the application will result in immediate and substantial economic hardship that denies the
Applicant the ability to make use of the property or obtain a reasonable return from the property.

The Historic Demolition Permit policies require that demolition of any historic building may be
approved only if there is an approval for a replacement project. Findings required for permit
issuance include one of the following: 1) consistency with the purposes of historic preservation
set forth in IP Section 24.12.400 and the LUP’s CR policies; or 2) the proposed action corrects
an unsafe or dangerous condition on the property; or 3) the applicant has demonstrated that
denial of the application will result in immediate and substantial economic hardship; or 4) there
are no reasonable alternatives to demolition at the time of the hearing.

Finally, IP Section 24.12.420 describes the process for designating and deleting structures’
historic landmark status. In order to delete landmark status, the city’s Historic Preservation
Commission and City Council must find that the landmark no longer has significant aesthetic,
cultural, architectural, or engineering interest or value of an historical nature, and that the
deletion is consistent with the purpose and criteria of historic preservation set forth in Section
24.12.400 and in the Cultural Resources Element.

While the above cited policies and standards describe the general requirements for historic
preservation that apply coastal zone-wide, the LCP also includes provisions specific to the La
Bahia site. Beach and South of Laurel (BSOL) Land Use Policy 2.16 requires La Bahia to be
redeveloped as a visitor serving accommodation use available to the general public, and IP
Section 24.10.618 states that it is the intent of the Tourist Residential-Beach Commercial (RTC)
zoning district that preservation of La Bahia be conducted in accordance with the measures
described in the certified final Environmental Impact Report (EIR) for the Beach and South of
Laurel Comprehensive Area Plan. The BSOL EIR states if any development project follows the
recommendations contained in the Architectural Resources Group (ARG) report entitled La
Bahia Apartments, Santa Cruz, California — Architectural Analysis and Recommendations for
New Development, April 6, 1998, then there will be a less than significant impact on the historic
character of the existing La Bahia complex. The ARG report is divided into two major sections.
The first section establishes the architectural significance of the complex and the second
describes recommendations for a new hotel development on the site. Based on the ARG report’s
analysis, it was determined that maintaining the major contributing elements of the existing La
Bahia building would reduce the level of impacts that expansion and redevelopment of the
buildings would have on the City’s historic resources. Therefore, those major contributing
elements should be preserved and highlighted, taking into account potential issues such as
structural soundness, building condition, and project cost. These features are outlined in the ARG
report™® (see Exhibit 6 showing Historical Features and Photographs of the existing site and
historical features).

B3 According to the ARG report, La Bahia has many architectural features and significant elements that can be used
as design features to help create a new hotel development that is both vital and has its own sense of design and

12



A-3-STC-14-0049 (La Bahia Hotel)

The BSOL EIR further states that once the hotel development project plans are completed, City
planning staff, a representative of the Historic Landmarks Commission, and a historic
preservation consultant are required to prepare an analysis of the project’s conformance with the
ARG’s recommendations aimed to reduce the project’s impacts. Prior to any alteration of La
Bahia, documentation of the historic buildings and their important contributory elements shall be
documented according to the level of detail required by the Secretary of the Interior’s Standard |
for Historic American Building Survey (HABS) documentation, including the following: 1)
documentation to show what is significant and valuable about the historic building, site or object;
2) a full set of measured drawings showing existing or historic conditions; 3) photographs of
exterior and interior views and photocopies of existing drawings and historic views; and 4)
written history and description. Finally, in the event that that proposed hotel development must
alter or demolish La Bahia’s historic resources, the BSOL EIR requires the project to incorporate
part of the historic building into the project design or salvage significant features of the building
during project design. Thus, demolition is allowed to proceed only after any significant historic
features or materials have been identified and kept by the owner or offered for salvage. Salvage
opportunities are to be considered in the following order: 1) on site re-use opportunities; 2) off-
site re-use opportunities; and 3) public display opportunities.

See Exhibit 7 for the LCP’s applicable historic resources protection policies.

City Approved-Project

As previously discussed above, the City-approved project allows for the demolition of the
majority of the existing La Bahia complex and new and expanded structural development in its
place, but also requires the retention of the southeast wing building and bell tower. City approval
also requires that these components be rehabilitated and incorporated into the new 165-room
hotel, which includes a conference facility, spa, outdoor swimming pool, restaurant/bar, retail
outlets and on-site parking. See project description section above, and see Exhibit 3 for the City-
approved project plans.

Appeal Contentions
The Appellant cites inconsistency with LCP policies regarding protection of historic resources
and its specific policies pertaining to the preservation of La Bahia. The Appellant contends that

character while remaining compatible with the existing La Bahia structure. The report states that new construction
on the site should respect the overall character and architectural elements of the existing structures. Features to be
considered in this regard include the scale and massing; roofs; colors, exterior openings; setbacks, balconies and
recesses; exterior wall finishes; other exterior materials; courtyards; and passageways. The existing buildings were
designed with overall massing, configurations and volumes that include village style settings; offsets and
overhangs; varying roof heights; courtyards; and a tower and cupola. The Spanish Colonial style and detailing
include the following features: red tile terracotta roofs; white stucco walls and balconies throughout with wood
and metal railings; tower and cupola; fountain in courtyard; plaster ornamentation; tile and grille work; Patio de
Los Mirtosi wall in courtyard. The height of the La Bahia tower anchors the complex and overall massing is
reduced by breaking up the complex into many different blocks each with different roof forms. The projection of
the balconies reduces the scale of the walls and contributes to the scale of the courtyards. The courtyards have the
following features: arched plaster openings and passageway access to the courtyards; allow for entrances to
individual units; connect open air hallways and stairways; building walls; and landscaping and ornamentation.
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the approved project will demolish most of the existing structures that make up the La Bahia
complex, resulting in a substantial adverse change in the significance of an historical resource.
The Appellant contends that the approved project’s demolition is inconsistent with Land Use
Plan Cultural Resources Element Policy 2.1, which requires the protection, restoration and
rehabilitation of historic and architecturally-significant landmarks. The Appellant also contends
that the approved project is inconsistent with IP Section 24.10.618, which states that
development of the La Bahia site is to be carried out in accordance with the preservation
measures described in the BSOL EIR. See Exhibit 5 for the full text of the appeal contentions.

Analysis

Cultural Resources Policy 2.1

The Appellant cites inconsistency with LUP Cultural Resources Policy 2.1. This policy offers a
general statement that it is the City’s goal to restore, rehabilitate, and protect historic buildings
and landmarks. However, as previously discussed, the LCP also includes a series of policies that
define the process by which such historic preservation is to be carried out. For example, CR
Policy 2.3.2 requires the identification of historic resources, and CR Policy 2.3 requires the
promulgation of procedures such that historic resources are effectively recognized, preserved,
and restored. Thus, the Land Use Plan sets forth a framework defining the overall City goal of
protecting and restoring its historic landmarks, but then states that the detailed provisions
necessary to achieve that goal are to be listed in City procedures. These procedures are then
specified in the aforementioned Implementation Plan provisions that address historic
preservation.

First, IP Section 24.12.420 describes the process the City must undertake to designate (or
undesignate) as a historic landmark structures having special aesthetic, cultural, architectural, or
engineering interest or value of an historical nature. Thus, this IP section implements CR Policy
2.3.2’s requirement that the City identify historic landmarks, stating that each proposal is to be
considered by the Historic Preservation Commission and City Council at a public hearing,
subject to specific findings (including those described previously — see also Exhibit 7). Once
those structures are identified, the LUP’s requirements to define the procedures on how to
effectively preserve those identified landmarks are implemented in IP Sections 24.08.900 and
24.08.1000. IP Section 24.08.900 requires a Historic Alteration Permit for any alteration,
construction, or relocation that will result in a material change in exterior appearance for any
historic building, and Section 24.08.1000 requires a Historic Demolition Permit for any work
that proposes to demolish a building listed on the Santa Cruz Historic Building Survey. Both
permits are subject to the strict findings described above and listed in Exhibit 7.

Thus, the LCP includes a series of provisions meant to implement CR 2.1’s broad policy goal of
protecting, restoring, and rehabilitating the City’s historic buildings. These provisions, which are
described in depth in the IP, even allow for demolition of historic structures when specific
findings are made, including demonstration of economic hardship, abatement of unsafe property
conditions, or that the demolition is consistent with the purpose of historic preservation as stated
in the Cultural Resources Element of the Land Use Plan. Additionally, the IP also describes the
process by which structures currently designated as a historic landmark can be removed from
such distinction. Therefore, the LCP does not provide an outright prohibition on the alteration,
demolition, or de-designation of historic structures, but instead describes the process and
findings that must be made in order to do so.
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In its approval of the proposed project, the City approved the above-listed Historic Alteration
Permit, Historic Demolition Permit, and Historic Landmark Deletion. According to the City’s
findings, while the approved project includes the retention and rehabilitation of the existing
historic bell tower and associated southeast building, construction of the new hotel will require
the demolition of most of the existing La Bahia buildings and courtyards, resulting in historic
resource impacts. The City’s findings for allowing such alteration and demolition state that the
Applicant has demonstrated the project is necessary to correct an unsafe or dangerous condition
on the property, as allowed by IP Sections 24.08.930 and 24.08.1014. Currently, the existing La
Bahia buildings are deteriorating and have cracked plaster, damage to much of the original
metalwork and light fixtures and loss of some of the character-defining wooden doors and
windows. According to a report conducted to evaluate the structural deficiencies of the existing
buildings,** portions of the complex, including an elevated walkway in the southwestern
quadrant, have failed due to deterioration and age over the years, suggesting that the buildings
are unsafe. Further, the existing buildings do not meet current building code standards for safety.
The report’s findings state that the roof and floor sheathing do not have adequate diaphragm
strength. The concrete foundations lack reinforcement, which means they would be prone to
cracking, crumbling, and failure in a seismic event. These foundations also do not provide
adequate safety because of the liquefaction potential of the La Bahia site’s soil. Correcting all of
these safety issues, including compliance with required Americans with Disabilities Act (ADA)
standards, while strictly preserving the existing structure’s original design elements would be
technically difficult and costly. Therefore, the City’s findings concluded that it would be
technically infeasible to bring the existing buildings to an acceptable level of safety and
determined that if the project was not approved, the buildings would continue to deteriorate and
become increasingly unsafe. This conclusion seems reasonable given the facts of this particular
case. Therefore, in order to address La Bahia’s structural deficiencies, much of the structure must
be demolished and rebuilt. The City thus found that demolition was necessary to correct an
unsafe or dangerous building condition.

Furthermore, an economic analysis of the project, including project alternatives, was prepared
for the City that also determined that preservation of all of the existing La Bahia buildings would
be financially infeasible and result in substantial economic hardship, the criteria referenced by IP
Sections 24.08.930 and 24.08.1014 for historic alteration and demolition permits. Economic and
Planning Systems, Inc. (EPS) completed the study entitled “La Bahia Hotel Proposed Project and
EIR Alternatives Feasibility Analysis” (dated July 18, 2014). The financial feasibility analysis
evaluated four project proposals: 1) the proposed (and ultimately City-approved) project; 2) the
Full Preservation Alternative; 3) the Partial Preservation Alternative; and 4) the Reduced Height
and Size Alternative. The analysis included the cost and revenue assumptions and the estimated
rates of return related to each of the four project options. In the analysis, each of the three
alternatives to the City-approved project resulted in lower rates of return.* The findings for the
Full and Partial Preservation Alternatives also determined that the cost of these alternatives on a

1 Biggs Cardosa Associates, an independent consulting firm under contract with the City, reviewed the existing
buildings and evaluated their structural deficiencies for this project development.

15 The rate of return was 10.2% for the City-approved project, 7.3% for the Partial Preservation Alternative, 6.6%
for the Full Preservation Alternative, and 7.1% for the Reduced Height and Size Alternative.
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per square-foot basis significantly exceeded that associated with the City-approved project.'® In
addition, these two project alternatives would result in a decreased number of rooms (125 and
140 rooms, respectively), and would provide fewer of the amenities expected to support room
rates, resulting in less revenue. The Reduced Height and Size Alternative would have the same
rehabilitation cost as the approved project because it is primarily new construction and would
have similar amenities, but would result in fewer rooms (116) due to its smaller scale. It would
also therefore result in a reduced rate of return (i.e., 7.1% compared to 10.2% for the City-
approved project).

In short, the EPS report assessed the economic feasibility of the City-approved project and
alternatives by identifying the rates of return for each scenario. These rates of return were then
compared to feasible project rates based on research conducted with hotel developers and
investors, prior EPS hotel analyses and a review of the analyses of full-service hotels by other
economists. The EPS report explains that a hotel project that offers a return of less than 10
percent will not attract prudent investors and thus is not economically feasible. The rate of return
for the City-approved project was forecast to be 10.2%, while rate of return for the other
alternatives range from 6.6% to 7.3%. The report concluded that a prudent investor would not go
forward with the alternatives given their costs and returns compared with those of the City-
approved project. This conclusion seems reasonable given the facts of this particular case.
Therefore, the City determined that denial of the proposed project would result in substantial
economic hardship and made the requisite findings in order to issue the Historic Demolition
Permit.

In order to issue the Historic Alteration Permit, in addition to the above described findings
regarding economic infeasibility and dangerous condition abatement, the City also needed to find
that the project is consistent with the purposes of historic preservation as set forth in Section
24.12.400 and the Cultural Resources Element. The City found that even though a large portion
of the existing structure would be demolished, its redevelopment would be undertaken in a
manner that mirrors its existing architectural design and details, thereby ensuring consistency
with the LCP’s stated goal of redeveloping structures in a way that honors and preserves the
City’s cultural heritage and established architectural character. The City’s findings determined
that the bell tower element, existing stairs, exterior walls and configuration as well as the entry
gates and fenestration would be retained and rehabilitated. The exterior finishes such as the
stucco walls, terracotta tile roof, eave details, and balcony would be repaired. In addition to the
treatments for the bell tower, the historic review conducted by ARG for this project found that
the new construction incorporates several design elements that reference the massing, scale, and
materials of the bell tower and southeast portion of the buildings, thereby reducing the project’s
impacts on historical resources. The project’s new construction is kept visually separate from the
bell tower and southeast building. The City-approved project employs materials and details
including punched out windows, stucco walls, balconies, trellises and decorative tile that are
compatible with the bell tower and southeast apartment units and representative of the Spanish
Colonial Revival style, all features as described and identified in the ARG 1998 report. During
the design phase, project changes were made to address issues related to massing of the new
development and to reduce impacts of the new building features on the retained bell tower and

'® The cost of rehabilitation was found to be $400 per square-foot for the Full Preservation Alternative and $420 per
square-foot for the Partial Preservation Alternative, compared to $258.50 for the City-approved project.
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apartments. The design was modified to reduce the prominence and appearance of massing of the
building’s third story and included increasing the third story setback.

The City-approved project strives to emulate many of the design details from the existing La
Bahia buildings. The approved building design is consistent with the BSOL design guidelines
which calls for Spanish Colonial Style buildings in this area. The design includes the architecture
of the new portions of the bell tower building and the architecture of the new portions of the
hotel that incorporates white stucco walls with red tile roofs and includes many of the design
details from the existing La Bahia buildings, such as interior courtyards, balconies, ceramic
glazed tiles, decorative ironwork, and bay windows (see Exhibit 2: Project Photos, Exhibit 3:
Project Plans and Exhibit 6: Historical Features). Therefore, the City-approved project retains
many of the character defining features of La Bahia and emulates its existing design aesthetic,
keeping with the site’s character. While much of the existing structure will be demolished, the
City made the requisite findings under the LCP to allow it in this case, and has incorporated
measures, including retention/restoration of the bell tower and related building, to address the
LCP’s historic resource requirements.

Finally, with regards to the Historic Landmark Deletion, the City’s analysis found that the
proposed project would result in the loss of historic landmark status, but that the proposed
project was in keeping with the purpose of the LCP’s historic preservation goals, including
through the previously discussed preservation of the historic La Bahia bell tower and southeast
buildings, as well as the new structures’ proposed architectural aesthetic. As such, the proposed
project is intended to perpetuate the City’s cultural heritage; and stabilize and improve the
economic value of historic structures. The City thus made the requisite findings to remove La
Bahia’s historic landmark designation status.

In conclusion, the Appellant cites the project’s inconsistency with CR Policy 2.1, but cites this
policy in isolation from other LCP requirements that implement said policy. The LCP includes a
suite of policies that define the allowable improvements and alterations on historic structures,
and specifically allows demolition when certain findings are made. As discussed above, the City
made the requisite findings for the project, including that demolition is necessary to correct an
unsafe building condition, and that the proposed new development is designed in a manner that
honors and respects the existing structure’s architectural and historical integrity. Therefore, the
approved project does not raise a substantial LCP conformance issue in this regard.

Implementation Plan Section 24.10.618

Next, the Appellant cites inconsistency with Implementation Plan Section 24.10.618, which
provides specific direction on how to preserve the La Bahia site. This section states that
development of the La Bahia site is to be carried out in accordance with the preservation
measures described in the Beach and South of Laurel Comprehensive Area Plan (BSOL) EIR.
The BSOL EIR requires development at the La Bahia site to follow the recommendations
contained in the ARG report described above, which itself states that development at La Bahia
should preserve the structure’s character-defining features after taking into consideration other
requirements such as structural upgrades and development cost. Furthermore, the BSOL EIR
states that in the event that any portion of the La Bahia is demolished, the Applicant must
conduct the project in consultation with an historic preservation architect and preserve the La
Bahia apartment complex and its setting through documentation.
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In essence, the BSOL EIR envisions the possibility that future rehabilitation and reuse of the La
Bahia site may necessitate its demolition, and offers a series of requirements that must be met in
order to do so. The City’s approval includes demolition of the majority of the La Bahia buildings
but retains many of its architectural character defining features, including its Spanish Colonial
design, the bell tower, the existing southeast buildings, and retains many of the same character
defining features, consistent with LCP requirements in that respect. However, the project will
result in demolition of most of the existing La Bahia structures due to the dilapidated condition
of the structures and foundations, as well as the electrical, plumbing, and other utility systems.
Therefore, the City’s project approval required mitigation measures for preservation of the site,
including the required salvage and documentation of existing historical features (Exhibit 6 for
photographs of historical features and elements, pages 1-4 ), as detailed below:

= Documentation of La Bahia through photographs, drawings, written historical overview,
collection of historical background information and creation of a public interpretive display
in the hotel.

» Potentially salvage historical materials prior to demolition and any salvaged historical
building features or elements not used as part of the project or kept by the owner for reuse in
other locations will be offered to others for reuse.

» |nstall protective barriers to protect the bell tower and the north and east walls of the retained
La Bahia apartments from potential damage caused by demolition activities.

The IP requires redevelopment of the La Bahia site to be carried out in a manner consistent with
the recommendations specified in the ARG report and the BSOL EIR. While this report
describes the major elements that contribute to the historic character of La Bahia, and states that
protection of those elements will reduce impacts to the structure’s historicity, the BSOL EIR also
specifically acknowledges that demolition of the structure may be necessary in order to
effectively implement other LCP policies specific to the site, including those that call for this site
to be redeveloped into a visitor-serving hotel facility. The ARG report also specifically
acknowledges that strict preservation may not be feasible when issues such as structural
deficiencies, building condition, and cost are considered. In the event that demolition is
determined to be necessary, the BSOL EIR lists the necessary requirements, including
preservation of the historical resources through documentation including photographs and a
written historical background. The City’s conditions of approval include such historical
documentation. Thus, when taken together, IP Section 24.10.618 does not preclude significantly
altering or demolishing La Bahia, but instead describes the structure’s major historic features,
states that protecting them is a high priority, and lists what is to be done when strict preservation
is not feasible. The City-approved project allows for the construction of a new hotel in the
Spanish Colonial style in order to preserve La Bahia’s historic legacy, while also rehabilitating
and restoring the southeast building and bell tower, consistent with the IP’s requirements.
Therefore, the City-approved project does not raise a substantial LCP conformance issue in this
regard.

G. CONCLUSION

When considering a project that has been appealed to it, the Commission must first determine
whether the project raises a substantial issue of LCP conformity, such that the Commission
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should assert jurisdiction over a de novo CDP for such development. At this stage, the
Commission has the discretion to find that the project does not raise a substantial issue of LCP
conformance. As explained above, the Commission is guided in its decision of whether the issues
raised in a given case are “substantial” by the following five factors: the degree of factual and
legal support for the local government’s decision; the extent and scope of the development as
approved or denied by the City; the significance of the coastal resources affected by the decision;
the precedential value of the City’s decision for future interpretations of its LCP; and, whether
the appeal raises only local issues as opposed to those of regional or statewide significance.

In this case, these five factors, considered together, support a conclusion that this project does
not raise a substantial issue of LCP conformance. In terms of the degree of factual and legal
support for the local government’s decision, the City made all requisite LCP findings, including
that demolishing part of the La Bahia site will abate unsafe property conditions, that denial of the
project will result in economic hardship, and that the demolition is consistent with the purpose of
the LCP’s historic preservation policies. The City determined that these criteria were met
because 1) a structural integrity analysis report was prepared that concluded that bringing the
existing buildings to an acceptable level of safety would be economically infeasible, and
determined that if the project was not approved, the buildings would continue to deteriorate and
become increasingly unsafe; 2) an economic analysis of the project, including project
alternatives, was prepared that determined preservation of all of the existing La Bahia buildings
would be financially infeasible; and 3) the redevelopment of the structure, including through
retaining portions of the existing structure’s historic bell tower and southeast buildings, as well
as the proposed new structure’s Spanish Colonial architectural design, is consistent with the
purposes of historic preservation because it is done in a way that respects and honors the existing
structure’s architectural and historic integrity. Therefore, the City provided extensive factual and
legal support for its decision.

In terms of the extent and scope of the development and the significance of the coastal resources
affected by the decision, the site is designated historic and protected by the LCP, and thus the
resources involved are historically significant. However, the LCP describes the way in which
such resources are addressed, and the City followed such LCP policies. The resultant City-
approved project is thus the embodiment of the LCP as regards this type of significant resource,
which again counsels against a finding of substantial issue. It also counsels against a finding of
substantial issue based on the precedential value of the City’s decision for future interpretations
of its LCP.

Finally, the project does not raise issues of regional or statewide significance, but rather reflects
local concerns and issues, again supporting a finding of no substantial issue in this case.

In short, La Bahia is afforded protection under the LCP, but the LCP is more multi-faceted when
it comes to historic protection than simply rote reliance and determination that designated
resources must be forever unmodified. To be sure the LCP encourages the rehabilitation and
restoration of designated historic landmarks, but the LCP does not provide an outright
prohibition on the alteration, demolition, or de-designation of historic structures, but instead
describes the process and findings that must be made in order to do so. The City followed the
LCP in this respect, and the LCP allows for a project like this in these circumstances.

In addition, the City’s approval explicitly seeks to retain the historic character of the existing La
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Bahia structure, primarily though required retention and restoration of the primary character-
defining element of La Bahia, namely its bell tower and the related structures forming the
upcoast corner of the site. These areas will be restored in a similar arrangement as is present
today, and will include such Spanish Colonial design elements as stucco walls, terracotta roof
tiles, balconies, and ironwork. This restoration will complement the new buildings, which will
also utilize white stucco walls, terracotta roof tiles, courtyards, and balconies in order to reflect
and mimic the existing site’s historicity. The City also required historic documentation. Thus, the
approved project retains the existing site’s architectural and historic character to the degree
possible with a partial demolition, consistent with LCP standards that specify the requirements
for demolishing and redeveloping historic structures.

Finally, it is important to note that the LCP also specifically encourages and promotes
redevelopment of La Bahia for visitor-serving accommodations and related uses. La Bahia is
located in the heart of the City’s beach area but it is currently being used exclusively for
residential purposes. And although La Bahia is historic and that historicity and design contribute
to the character of the area, it is also significantly deteriorated and in dire need of attention. The
City’s approval would result in a new standard-operating hotel with conference and related
facilities designed to accommodate and encourage visitors to the heart of the City’s beach area,
which promotes LCP objectives in that respect.

In short, the City’s approval followed the LCP’s process for addressing historic resources, and
would result in a project that is allowed by the LCP’s historic resource protection policies. It also
results in new visitor-serving facilities in a critical location along the City’s primary beach-area
visitor district as provided for in the LCP. Thus, the Appellant’s contentions do not raise a
substantial LCP conformance issue, and the Commission declines to take jurisdiction over the
CDP for this project.
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APPENDIX A: SUBSTANTIVE FILE DOCUMENTS

City of Santa Cruz certified Local Coastal Program
City of Santa Cruz CDP 13-0176 File

Architectural Resources Group. La Bahia Apartments, Santa Cruz, California, Architectural
Analysis and Development Analysis, September, 1997

Architectural Resources Group. Historic Resources Technical Report, La Bahia Apartments,
Santa Cruz, California, December 18, 2013

City of Santa Cruz Redevelopment Agency. Environmental Impact Report for Beach South
of Laurel Comprehensive Area Plan, March 1998

Charles Hall Page and Associates, Inc. Urban and Environmental Planning &
Design/Architecture. Santa Cruz Historical Building Survey, Volume 1, 1976

Santa Cruz Seaside Company. The Santa Cruz Beach Boardwalk: A Century by the Sea Ten
Speed Press, 2007

STC-1-11 (La Bahia Site Standards) LCP Amendment File

STC-MAJ-1-01 Part B LCP Amendment File

City of Santa Cruz CDP 02-066 (La Bahia remodel)

Biggs Cardosa Associates, Inc. Structural Engineering Review, December 18, 2013

Economic and Planning Systems, Inc. La Bahia Hotel Proposed Project and EIR Alternatives
Feasibility Analysis, Final Memorandum to the City of Santa Cruz, July 18, 2014
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~oRECEIVED

EP 1 ngm. of Planning and Community Development
/l-'-:..—‘ S 809 Center Street, Room 206
errTT RNIA Santa Cruz, CA 95060

SAN'DKCRU%M M 3 o ﬁio&:&%ﬁ (831) 420-5100
M

raL COAST A
Notification of Final Local Action
on Coastal Permits_

FINAL LOCAL
Date: September 10, 2014 ACT‘ON NOTlCE
Attn: Karen. J. Geisler, Planner
To: California Coastal Commission - YA yaf«/
Central Coast District REFERENCE # 3 “S]Z: /4 01
725 Front St., Ste 300 APPEAL PERIOD 7

Santa Cruz, CA 95060

From: City of Santa Cruz Planning Department

Please be advised of the following actions:

[l  Zoning Administrator hearing of

(date)
] Local appeals have not been filed on the following case:
[] Local appeals have been filed on the following case:

File No Address:
(] Adopted findings and conditions are attached.  [_| Were previously submitted.

] Planning Commission hearing of

(date)
[ ] Local appeals have not been filed on the following case:
[] Local appeals have been filed on the following case numbers:

File No.: Address:
[] Adopted findings and conditions are attached. [_] Were previously submitted.

[X]  City Council hearing of __September 9, 2014
(date)

[] Local appeals have not been filed on the following case:
[] Local appeals have been filed on the following case numbers:

File No.: CP13-0059 Address: 215 Beach St (La Bahia)
X] Adopted findings and conditions are attached. [ ] Were previously submitted.

[]  This project is not appealable to the Ca{lifornia Coastal Commission. Section
24.04186.

Action Agenda for coastal permits acted upon is attached. )
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COASTAL COMMISSION
CunfiRAL C"'PVTA%FA

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SANTA CRUZ
APPROVING A RESIDENTIAL DEMOLITION AUTHORIZATION PERMIT, HISTORIC
DEMOLITION PERMIT, HISTORIC ALTERATION PERMIT, HISTORIC BUILDING
SURVEY DELETION, PLANNED DEVELOPMENT PERMIT, COASTAL PERMIT, DESIGN
PERMIT, ADMINISTRATIVE USE PERMIT, SPECIAL USE PERMIT, AND A BOUNDARY
LINE ADJUSTMENT FOR THE “LA BAHIA” HOTEL PROJECT — DEMOLITION OF AN
EXISTING 44-UNIT APARTMENT COMPLEX BUILDING LISTED ON THE CITY
HISTORIC BUILDING SURVEY AND CONSTRUCTION OF A 165-ROOM HOTEL WITH
CONFERENCE AND BANQUET SPACE, RESTAURANT, RETAIL SPACE, DAY SPA
AND PARTIALLY UNDERGROUND GARAGE IN THE RTC-PER2/HO/CZ/SPO
ZONING DISTRICT. (APPLICATION NO. CP13-0059)

ED

RESOLUTION NO. NS-28,832

WHEREAS, Craig French, applicant for property located at 215 Beach Street
(“applicant”), also known as Assessor’s Parcel Number 007-214-01 & -02 have applied for a
Residential Demolition Authorization Permit, Historic Demolition Permit, Historic Alteration
Permit, Historic Building Survey Deletion, Planned Development Permit, Coastal Permit, Design
Permit, Special Use Permit, Administrative Use Permit, and a Boundary Line Adjustment for the
proposed 165-room hotel with conference and banquet space, restaurant/bar, retail, spa facilities
and partially underground garage; and

WHEREAS, the project site and its development is governed by the standards and
guidelines contained in Municipal Code Titles 23 and 24, the Subdivision and Zoning
Ordinances, and the Beach/South of Laurel Area Plan; and

WHEREAS, the application has undergone environmental review in accordance with
CEQA and the State CEQA Guidelines; and

WHEREAS, more specifically, an Environmental Impact Report (EIR) was prepared and
circulated for a 45-day review period which ended on February 28, 2014, and a Final EIR was
issued on July 17, 2014; and

WHEREAS, the Planning Commission conducted a public hearing on August 7, 2014,
and recommended approval; and

WHEREAS, the Historic Preservation Commission conducted a public hearing on August
13, 2014, and recommended approval; and

WHEREAS, the City Council adopted separate resolutions to certify the environmental
impact report and adopt environmental findings and a Mitigation Monitoring Program; and

WHEREAS, the City Council adopted a separate ordinance to approve a Development
Agreement for the project; and

Exhibit 4: Final Local Action Notice
A-3-STC-14-0049 (La Bahia)
Page 2 of 47




RESOLUTION NO. NS-28,832

WHEREAS, the City Council now makes the following findings:

- With respect to the Planned Development Permit, Section 24.08.770

1.

The project is consistent with the General Plan, the Local Coastal Land Use Plan,
and adopted area plans.

The proposed hotel project is consistent with the City General Plan, Local Coastal Plan
and adopted Beach/South of Laurel Area Plan, all of which call for Regional Visitor
Commercial uses on the project site, which is located on a primary arterial in the City’s
beach-tourist area. The Beach/South of Laurel Area Plan was adopted in 1998 and
specifically studied various sub-areas. This Plan discussed the need for improvement of
motel and hotel facilities and the need for meeting space to attract more overnight and
off-season visitors. The Area Plan policies pertinent to the proposed project are
consistent with the City’s updated General Plan adopted in June 2012.

The project is consistent with the following General Plan Land Use policies:

Economic Development Policy 1.41

" Support the development of a new conference center, evaluate the contribution it

would make in attracting visitors, and consider opportunities to link such a facility
to a performing aris center.

Economic Development Policy 1.5

Encourage the development of new lodging facilities, particularly those targeting
a higher-end market and those providing additional visitor amenities.

Economic Development Policy 1.5.1

Encourage the development of facilities that would accommodate conferences and
conference-goers in conjunction with existing or new hotel development.

Economic Development Policy 1.5.2

Attract a top-end, full-service hotel to expand and improve the year-round
conference segment of the tourism market.

The project is consistent with the following Local Coastal Plan Land Use policies:

Land Use Policy 2.7.2

Improve the character and quality of visitor-serving commercial areas to encourage
more off-season and overnight visits.

2 Exhibit 4: Final Local Action Notice
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RESOLUTION NO. NS-28,832

2.

Economic Development Policy 5.2

Encourage upgrades of existing hotel facilities and attract quality hotel and conference
Jacilities in locations and scale appropriate to the City’s character to enhance the quality
of visitor-serving areas and promote development of the conference tourism market.

Economic Development Policy 5.2.1

Encourage the development of facilities that would help accommodate conference users
in conjunction with existing hotels or new hotel development.

Economic Development Policy 5.2,2

Investigate the attraction of a top-end, full-service hotel to expand and improve the year-
round conference segment of the tourism market.

The project is consistent with the Beach and South of Laurel Comprehensive Area Plan
policies:

Land Use Policy 2.6

Provide significant opportunities for Beach Commercial area redevelopment of
underutilized land that will provide attractive retail, entertainment, lodging and support
uses that will appropriately extend the operational activities of the Beach.

Land Use Policy 2.16

The La Bahia shall be redeveloped as a visitor accommodation use available to the
general public. If the La Bahia is converted to visitor-serving condominiums in order to
fund the renovation project, restrict use of the condominiums by individual owners to no
more than 45 days per year.

The project is consistent with the Beach and South of Laurel Comprehensive Area Plan
Design Guidelines Beach Commercial Area Goals and Objectives:

Recapture the former Ocean Resort grandeur, character and scale through
intensification of tourist-oriented development that promotes year-round activities in the
Beach area.

Encourage improvements to lodging facilities, including development of a quality, full-
service, hotel conference facility and redevelopment of older facilities.

The project is consistent with the purpose of this chapter and other applicable
sections of this title.
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RESOLUTION NO. NS-28,832

Hotel uses are permitted uses in the RTC/CZO/SPO zone district. Alcohol service
located within restaurants can be allowed with an Administrative Use Permit. Reductions
in parking requirements for cooperative parking facilities can be allowed with a Special
Use Permit. In accordance with the Zoning Ordinance as they relate to the project, a
Planned Development Permit could allow an increase in building height not to exceed
one story or twenty percent of the allowed height (in feet) over and above regulations
established in the zone district in which the project is proposed. Thus, a height of 43 feet
could be allowed with approval of a Planned Development Permit. Allowance of this
additional height will enable the project economics necessary for construction of a major
hotel with partially underground parking. Construction of a major hotel fulfills many
goals of the General Plan and Beach/South of Laurel Area Plan policies discussed in
Finding No. 1 above. The EIR provides visual analysis of the proposed building and
views from designated viewpoints as well as adjacent streets. After consideration of
visual simulations and project plans for the building, the proposed building provides an
extraordinary contribution to the aesthetic goals of the Beach/South of Laurel Area Plan,
and the project would help redevelop the rather deteriorated project site and will have
public and economic benefits in terms of tourism jobs and taxes as well as beautification
of the popular beach area.

3. The project includes planned variations to underlying district regulations which
serve public purposes to an equivalent or higher degree than would underlying
district regulations.

The RTC zone district allows heights up to 36 feet and buildings with up to three stories.
The proposed hotel is planned primarily as a three-story structure that is stepped up from
Beach Street to First Street. The project includes new building heights that would range
from 32 to 43 feet. Under provisions of the City’s Zoning Ordinance, a Planned
Development Permit could allow an increase in building height not to exceed one story or
twenty percent of the allowed height (in feet) over and above regulations established in
‘the zone district in which the project is proposed. Thus, a height of 43 feet could be
allowed with approval of a Planned Development Permit. Allowance of this additional
height will enable the project economics necessary for construction of a major hotel with
partially underground parking. Construction of a major hotel fulfills many goals of the
General Plan and Beach/South of Laurel Area Plan policies discussed in Finding No. 1
above. :

The RTC zone district requires a minimum building height of not less than two stories, of
which the first floor retail, restaurant and entertainment uses must have a minimum floor-
to-floor height of fifteen feet. The Beach and South of Laurel Area Plan Design
Guidelines state that street level commercial spaces shall have 12-foot minimum floor-to-
ceiling height to encourage retail activity. The hotel project proposes 12-foot floor-to-
ceiling heights for the retail spaces that front Beach Street. Due to the discrepancy
between the Zoning Code and the Beach and South of Laurel Area Plan Design
Guidelines, an exception is being requested as part of the Planned Development Permit.
As stated, the 12-foot floor-to-floor ceiling height meets design guidelines and is-
sufficient to accommodate a range of retail uses.
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RESOLUTION NO. NS-28,832
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RESOLUTION NO. NS-28,832

5‘

The hotel project proposes a total of 210 on-site parking spaces in a two-level garage,
including 49 valet spaces (provided in the drive aisles of the parking structure). Of the 49
valet parking spaces, 27 will be located on the first level of the parking garage and 22 will
be located on the second level. A valet service will be provided as needed when the hotel
parking is reaching capacity and the drive aisles of the parking structure are needed. The
Zoning Ordinance does not directly address valet systems; therefore, a parking variation
is being requested as permitted by the Ordinance to allow for the requested format. Use
of the valet system will help the hotel to better utilize the dedicated parking area,
maximizing the parking potential, meeting the parking needs of the use, and providing a
service that is standard to most high-end hotels.

For all of these reasons, the variations form the underlying district regulations will serve
public purposes to an equivalent or higher degree than would the underlying district
regulations without variation.

The project can be coordinated with existing and proposed development of
surrounding areas.

The proposed hotel use is consistent with visitor-serving uses along Beach Street which is
a major arterial leading to the beach and Boardwalk attractions. The new hotel is
bordered on the east and west by other motel uses. On the north, the site is bordered by a
mix of visitor-serving uses and multiple-unit housing development. Hotel and restaurant
deliveries and laundry would be received at the loading dock toward the top of
Westbrook Street. Afier receiving, all goods would be moved to the appropriate internal
storage areas. All trash (hotel and restaurant) would be separated, and bulk trash would
be compacted using a trash compactor. Trash would be picked up from the trash zone
and/or loading docks along Westbrook Street, away from residential properties. The
project integrates well into the surrounding mixed-use area.

Overall, the amenity level of the development and the amount of open space shall be
greater than what would have been permitted by the underlying district regulations.

While the RTC zone district does not include specific open space requirements for visitor
serving uses, the project open spaces are well integrated into the hotel layout. The project
is a full-service hotel with partially underground parking, with amenities including a
meeting and banquet space, a restaurant, retail space, a day spa, and a swimming pool.
With the requested variations to height and valet parking, the project is able to dedicate
additional space to the aforementioned amenities, including the open space focal point of
the project which is the pool terrace, as well as the outdoor dining area for the restaurant.

With respect to the Design Permit, Section 24.08.430

6.

The site plan shall be consistent with physical development policies of the General
Plan, any required or optional element of the General Plan, any area plan or specific
plan or other city policy for physical development. If located in the Coastal Zone, a
site plan shall also be consistent with policies of the Local Coastal Program.
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RESOLUTION NO. NS-28,832

The proposed hotel project is consistent with the adopted City General Plan, Local
Coastal Plan and Beach/South of Laurel Area Plan which call for Regional Visitor
Commercial uses on the project site which is located on a primary arterial in the City’s
beach-tourist area. The Beach/South of Laurel Area Plan was adopted in 1998 and
specifically studied various sub-areas. The policies pertinent to the proposed project are
consistent with the City’s updated General Plan adopted in June 2012. This Area Plan
discussed the need for improvement of motel and hotel facilities and the need for meeting
space to attract more overnight and off-season visitors. The project is consistent with the
following General Plan Land Use policies:

Economic Development Policy 1.41

Support the development of a new conference center, evaluate the contribution it
would make in attracting visitors, and consider opportunities to link such a facility
to a performing arts center.

Economic Development Policy 1.5

Encourage the development of new lodging facilities, particularly those targeting
a higher-end market and those providing additional visitor amenities.

Economic Development Policy 1.5.1

Encourage the development of facilities that would accommodate conferences and
conference-goers in conjunction with existing or new hotel development,

Economic Development Policy 1.5.2

Attract a top-end, full-service hotel to expand and improve the year-round
conference segment of the tourism market.

The project is consistent with the following Local Coastal Plan Land Use policies:

Land Use Policy 2.7.2

Improve the character and quality of visitor-serving commercial areas to encourage
more off-season and overnight visits.

Economic Development Policy 5.2

Encourage upgrades of existing hotel facilities and attract quality hotel and conference
Jacilities in locations and scale appropriate to the City’s character to enhance the quality
of visitor-serving areas and promote development of the conference tourism market.

Economic Development Policy 5.2.1
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RESOLUTION NO. NS-28,832

Encourage the development of facilities that would help accommodate conference users
in conjunction with existing hotels or new hotel development.

Economic Development Policy 5.2.2

Investigate the attraction of a top-end, full-service hotel to expand and improve the year-
round conference segment of the tourism market.

The project is consistent with the Beach and South of Laurel Comprehensive Area Plan
policies:

Land Use Policy 2.6

Provide significant opportunities for Beach Commercial area redevelopment of
underutilized land that will provide attractive retail, entertainment, lodging and support
uses that will appropriately extend the operational activities of the Beach.

Land Use Policy 2.16

The La Bahia shall be redeveloped as a visitor accommodation use available to the
general public. If the La Bahia is converted to visitor-serving condominiums in order to
Jund the renovation project, restrict use of the condominiums by individual owners to no
more than 45 days per year.

The project is consistent with the Beach and South of Laurel Comprehensive Area Plan
Design Guidelines Beach Commercial Area Goals and Objectives:

Recapture the former Ocean Resort grandeur, character and scale through
intensification of tourist-oriented development that promotes year-round activities in the
Beach area.

Encourage improvements to lodging facilities, including development of a quality, full-
service, hotel conference facility and redevelopment of older facilities.

The exterior design and appearance of buildings and structures and the design of
the site plan shall be compatible with design and appearance of other existing
buildings and structures in neighborhoods which have established architectural
character worthy of preservation.

The proposed building design is consistent with the Beach/South of Laurel Area Plan
design guidelines, which call for Spanish Colonial Revival style buildings. The proposed
project includes preservation and rehabilitation of the existing southeastern bell tower
building which is a Spanish Colonial Revival style. The architecture of the new portions
of the proposed building is Spanish Colonial Revival style that incorporates white stucco
walls with red tile roofs, but is differentiated from the retained historic portion of the
building to avoid false historicism. The project design strives to emulate many of the
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RESOLUTION NO. NS-28,832

design details from the existing La Bahia buildings. Elements include balconies, some
bay windows, ornamental glazed tiles, decorative iron work, trellises, parapet walls with a
cast stone parapet cap, and terra cotta tile roofs to match the original roof color.

8.  Design of the site plan shall respect design principles in terms of maintaining a
balance of scale, form and proportion, using design components which are
harmonious, materials and colors which blend with elements of the site plan and
surrounding areas. Location of structures should take into account maintenance of
view; rooftop mechanical equipment shall be incorporated into roof design or
screened from adjacent properties. Utility installations such as trash enclosures,
storage units, traffic-control devices, transformer vaults and electrical meters shall
be accessible and screened.

The hotel will be stepped up the slopes from Beach Street to First Street, with an enclosed
and partially underground parking garage that is hidden from view. From most vantage
points, the building generally appears as a three-story building which is consistent with
other three-story buildings in the neighborhood. The overall scale as seen from adjacent
areas would not appear massive in relation to other existing buildings in the area.
Additionally, the overall building mass is broken up by architectural treatments, including
punched-out windows, decks, trellises and overhangs. Thus, the project’s mass and scale
would not be out of character with the immediate area. Rooftop equipment is
incorporated into the roof design and screened from adjacent properties. Utility
installations such as trash enclosures, storage units, etc. are designed into the building,
making them accessible but screened from view.

9. Where a site plan abuts, or is in close proximity to, uses other than that proposed,
the plan shall take into account its effect on other land uses. Where a nonresidential
use abuts or is in close proximity to a residential use, the effect of the site plan
should maintain the residential quality of adjacent or nearby areas.

The project abuts areas primarily developed with similar visitor-serving uses. Some
multiple residential uses are located to the north of the site along First Street. These
multiple residential buildings adjacent to the subject range from 2-3 stories in height, with
the majority of them being three stories.  The portions of the hotel facing the residential
buildings are mostly three stories, with a couple of segments that are partially four stories
in height. A separation of approximately 65 feet is proposed between the residential
structures and the hotel, including two sets of sidewalks, two lanes of traffic, angled
parking spaces, and approximately four feet of landscaping abutting the hotel. No exit
driveways, trash enclosures, hotel balconies or outdoor areas face the residential
buildings, reducing any potential impacts from hotel operations on the residential uses.

10.  The orientation and location of buildings, structures, open spaces and other features
of the site plan shall be such as to maintain natural resources including significant
trees and shrubs to the extent feasible, maintain a compatible relationship to and
preserve solar access of adjacent properties, and minimize alteration of natural land
forms, building profiles, location, and orientation must relate to natural land forms.
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RESOLUTION NO. NS-28,832

11.

12.

13.

The project site does not include any natural areas nor significant trees or shrubs. The
solar shading study in the project environmental impact report (EIR) concluded that new
shadows would be limited. Due to the short duration of time areas would be shaded and
the limited area of coverage, the EIR concluded that the impacts of the new shading on
solar access would be insignificant.

The site plan shall be situated and designed to protect views along the ocean and of
scenic coastal areas. Where appropriate and feasible, the site plan shall restore and
enhance visual quality of visually degraded areas.

Since the project is located north of Beach Street (the first public road next to the ocean),
no public views of the ocean would be impacted. Additionally, it should be noted that the
proposed project does not incorporate Westbrook Street into the project site as did an
earlier proposal, discussed during preparation of the Beach/South of Laurel Area Plan.
The north-south Westbrook Street allows views of the ocean from First Street,

The site plan shall minimize the effect of traffic conditions on abutting streets
through careful layout of the site with respect to location, dimensions of vehicular
and pedestrian entrances, exit drives and walkways; through the adequate provision
of off-street parking and loading facilities; through an adequate circulation pattern
within the boundaries of the development; and through the surfacing and lighting of
off-street parking facilities.

The project will have a check-in driveway at the first-floor level on Beach Street, which
provides access to the valet parking area and the on-site parking garage. One exit-only
driveway will be provided on Main Street, and one full-access driveway will be provided
on Westbrook Street. The project traffic study concluded that circulation within the
parking garage is adequate for passenger-type vehicles. The site will be accessible to
emergency response vehicles; access to the site will meet City Fire requirements and will
not create access hazards. No roads would be closed or converted/reconstructed that will
impact response routes or travel times to the area. Intersections in the project area would
continue to operate at acceptable levels in accordance with City standards. New public
sidewalks, including landscaping, will surround the site and provide pedestrian access to
entrances in various locations surrounding the hotel. Project traffic and planned street
modifications will not result in unsafe conditions or inadequate access. A total of 210 on-
site parking spaces are provided in a two-level, partially underground parking garage,
utilizing an implemented valet system. Based on a parking analysis prepared for the
project, the parking provided will be adequate for the muitiple uses on the property.

The site plan shall encourage alternatives to travel by automobile where
appropriate, through the provision of facilities for pedestrians and bicyclists,
including covered parking for bicycles and motorcycles where appropriate. Public
transit stops and facilities shall be accommodated as appropriate, and other
incentive provisions considered which encourage non-auto travel,
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RESOLUTION NO. NS-28,832

14.

15.

16.

The project location near the beach and Boardwalk visitor-serving facilities will result in
many pedestrian trips between the hotel and these facilities. Bicycle parking will be
provided in accordance with City parking requirements. The project is within walking
distance of transit routes and a condition of approval requires the applicant to contribute a
fair share toward operation of beach shuttle.

The site shall provide open space and landscaping which complement buildings and
structures. Open space should be useful to residents, employees, or other visitors to
the site. Landscaping shall be used to separate and/or screen service and storage
areas, separate and/or screen parking areas from other areas, break up expanses of
paved area, and define open space for usability and privacy.

The project is a full-service hotel with partially underground parking, a major central pool
terrace courtyard, and outdoor restaurant space. Project plans include approximately
32,850 square feet of exterior landscaping, including courtyards, patios, and landscaping.
The proposed landscaping design is a collection of outdoor courtyards and patios
featuring a large north-south courtyard on the third level that would support the pool and
surrounding pool deck. Most storage areas are located within the underground parking
area and are screened from public view. Landscaping surrounding the project includes
entry plantings, street trees, decorative planters (that also serve as stormwater bio-
planters), as well as use of permeable pavers. Thirteen trees are planned around the
perimeter of the proposed hotel, including bay laurel, palm, and yucca trees, as well as
four clusters of three Mexican fan palm trees. While the RTC zone district does not
include specific open space requirements for visitor serving uses, the project open spaces
are generous and well integrated into the hotel layout.

The site plan shall reasonably protect against external and internal noise, vibration
and other factors which may tend to make the environment less desirable. The site
plan should respect the need for privacy of adjacent residents.

Project interior and outdoor areas would be exposed to noise associated with the beach
area, including traffic, the Boardwalk, and occasional train noise. The project will require
building permits which in turn have noise insulation features consistent with building
code requirements to bring noise levels within acceptable compatibility standards. The
site is separated from most adjacent uses by surrounding streets and the hotel use will not
create noise impacts. Construction of the project would create temporary increases in
noise levels, and conditions of approval to mitigate construction noise have been
included.

Signs shall complement the site plan and avoid dominating the site and/or existing
buildings on the site or overwhelming the buildings or structures to which they are
attached. Multiple signs on a given site should be of a consistent theme.

Conceptual signage shown on the plans complements the buildings. A condition of
approval requires a separate sign permit when more detailed signage plans are developed.
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Design permit criteria for the issunance of a sign permit will ensure that the signs
complement the hotel and surrounding area.

17.  Building and structures shall be so designed and oriented to make use of natural
elements such as solar radiation, wind, and landscaping for heating, cooling and
ventilation.

The proposed building will be designed to meet and exceed the City’s Green Building
Program requirements. Some project details already included in the design include solar
panels for pool and spa heating and landscaping bio-swales. Additional conditions of
approval have been added as mitigations measures, including the incorporation of high
efficiency water and energy-saving plumbing fixtures and appliances.

18. The site plan shall incorporate water-conservation features where possible,
including in the design of types of landscaping and in the design of water-using
fixtures. In addition, water restricting shower heads and faucets shall be used, as
well as water-saving toilets utilizing less than three gallons per flush.

The building will require issuance of a building permit and water-saving elements will be
required consistent with the City’s Water Conservation Ordinance.

19.  In all projects in Industrial (I) Zones, building design shall include measures for
reusing heat generated by machinery, computers and artificial lighting.

Not applicable.

20. In all projects in Industrial (I) Zones, all buildings and structures shall be so
designed and oriented to make use of natural lighting wherever possible.

Not applicable.

21.  Heating systems for hot tubs and swimming pools shall be solar when possible but in
all cases energy efficient.

The project includes solar panels for pool and spa heating.
22, Enhance the West Cliff Drive streetscape with appropriate building mass,

modulation, articulation, coloring and landscaping that is compatible with and
would not diminish the visual prominence of the public open space.

Not applicable.

With respect to the Coastal Permit, Section 24.08.2350

23. The developinent is consistent with the General Plan, the Local Coastal Land Use
Plan and the Local Coastal Implementation Program.
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The proposed hotel project is consistent with the City General Plan, Local Coastal Plan
and adopted Beach/South of Laurel Area Plan which call for Regional Visitor
Commercial uses on the project site which is located on a primary arterial in the City’s
beach-tourist area. The Beach/South of Laurel Area Plan was adopted in 1998 and
specifically studied various sub-areas. The policies pertinent to the proposed project are
consistent with the City’s updated General Plan adopted in June 2012. This Area Plan
discussed the need for improvement of motel and hotel facilities and the need for meeting
space to attract more overnight and off-season visitors, The project is consistent with the
following General Plan Land Use policies:

Economic Development Policy 1.41

Support the development of a new conference center, evaluate the contribution it
would make in attracting visitors, and consider opportunities to link such a facility
to a performing arts center.

Economic Development Policy 1.5

Encourage the development of new lodging facilities, particularly those targeting
a higher-end market and those providing additional visitor amenities.

Economic Development Policy 1.5.1

Encourage the development of facilities that would accommodate conferences and
conference-goers in conjunction with existing or new hotel development.

Economic Development Policy 1.5.2

Attract a top-end, full-service hotel to expand and improve the year-round
conference segment of the tourism market.

The project is consistent with the following Local Coastal Plan Land Use policies:

Land Use Policy 2.7.2

Improve the character and quality of visitor-serving commercial areas to encourage
more off-season and overnight visits.

Economic Development Policy 5.2
Encourage upgrades of existing hotel facilities and attract quality hotel and conference

Jacilities in locations and scale appropriate to the City's character to enhance the quality
of visitor-serving areas and promote development of the conference tourism market.

Economic Development Policy 5.2.1
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24,

25.

Encourage the development of facilities that would help accommodate conference users
in conjunction with existing hotels or new hotel development.

Economic Development Policy 5.2.2

Investigate the attraction of a top-end, full-service hotel to expand and improve the year-
round conference segment of the tourism market.

The project is consistent with the Beach and South of Laurel Comprehensive Area Plan
policies:

Land Use Policy 2.6

Provide significant opportunities for Beach Commercial area redevelopment of
underutilized land that will provide attractive retail, entertainment, lodging and support
uses that will appropriately extend the operational activities of the Beach.

Land Use Policy 2.16

The La Bahia shall be redeveloped as a visitor accommodation use available to the
general public. If the La Bahia is converted to visitor-serving condominiums in order to
Jfund the renovation project, restrict use of the condominiums by individual owners to no

more than 45 days per year.

The project is consistent with the Beach and South of Laurel Comprehensive. Area Plan
Design Guidelines Beach Commercial Area Goals and Objectives:

Recapture the former QOcean Resort grandeur, character and scale through
intensification of tourist-oriented development that promotes year-round activities in the
Beach area.

Encourage improvements to lodging facilities, including development of a quality, full-
service, hotel conference facility and redevelopment of older facilities.

Maintain views between the sea and the first public roadway parallel to the sea;
Not applicable due to the location of the project north of Beach Street.

The project protects vegetation, natural habitats and natural resources consistent
with the Local Coastal Land Use Plan;

The project site does not include any natural areas.
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26.

27.

28.

The project is consistent with any applicable design plans and/or area plans
incorporated into the Local Coastal Land Use Plan;

The proposed building design is consistent with the Beach/South of Laurel Area Plan and
associated design guidelines which call for Spanish Colonial Revival style buildings. The
proposed project includes preservation and rehabilitation of the existing southeastern bell
tower building, which is a Spanish Colonial Revival style. The architecture of the new
portions of the proposed building is Spanish Colonial Revival style that incorporates
white stucco walls with red tile roofs, but is differentiated from the retained historic
portion of the building to avoid false historicism. The project design strives to emulate
many of the design details from the existing La Bahia buildings. Elements include
balconies, some bay windows, ornamental glazed tiles, decorative iron work, trellises,
parapet walls with a cast stone parapet cap, and terra cotta tile roofs to match the original

roof color.

The project maintains public access to the coast along any coastline as set forth in
the Local Coastal Land Use Plan;

This finding is not applicable due to project location across Beach Street from the public
beach and wharf.

The project is consistent with the Local Coastal Land Use Plan goal of providing
visitor-serving needs as appropriate;

The project replaces a 44-unit apartment building, a low priority Coastal Zone use, with a
large full-service hotel (high priority Coastal Zone use). The Beach/South of Laurel Area
Plan was adopted in 1998 and specifically studied various sub-areas. This Plan discussed
the need for improvement of motel and hotel facilities and the need for meeting space to
attract more overnight and off-season visitors,

The following General Plan/Local Coastal Plan policies recognize the over-supply of
lower quality visitor-serving motels in the City and encourage improvement of the hotel
stock, and the development of a range of quality visitor-serving accommodations.

Economic Development Policies

5.2 Encourage upgrades of existing hotel facilities and attract quality hotel and
conference facilities in locations and scale appropriate to the City’s character to enhance
the quality of visitor-serving areas and promote development of the conference tourism
market.

5.2.1 Encourage the development of facilities that would help accommodate conference
users in conjunction with existing hotels or new hotel development.

5.2.2 Investigate the attraction of a top-end, full-service hotel to expand and improve the
year-round conference segment of the tourism market.
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5.2.3 Assess the impact of an over-supply of inferior hotel/motel rooms and develop
incentives to encourage owners to upgrade existing hotel/motel facilities while also
ensuring the retention of moderately-priced accommodations.

It should be noted that one project condition requires the hotel operator to contribute to
the operation of a beach shuttle on a fair share basis. The “fair share shuttle contribution”
project condition assures that the La Bahia Hotel project will contribute toward future
beach shuttle programs.

29.  The project is consistent with the Local Coastal Land Use Plan goal of encouraging
coastal development uses as appropriate.

The proposed hotel is consistent with coastal land use plan policies and zoning for the
site, which is on a primary access road to the beach and Boardwalk visitor area and
adjacent to several other motels. The Beach/South of Laurel Area Plan was adopted in
1998 and specifically studied various sub-areas. This Plan discussed the need for
improvement of motel and hotel facilities and the need for meeting space to attract more
overnight and off-season visitors. The project site is considered one of the City’s premier
sites for a full-service hotel with conference facilities.

With respect to Shoreline Protection Overlay District Review Criteria, Section 24.10.2430

30.  The project protects trees and vegetation and sensitive wildlife habitat.
The project site does not include any natural areas or heritage trees.
31.  The project is consistent with the following criteria for bluff or cliff development:

¢ The development is sited and designed to assure stability and structural integrity
of its expected economic life span and minimize alterations to natural land

forms,

* The development will not create or contribute significantly to problems of
erosion or geologic instability on the site or on surrounding geologically
hazardous areas.

¢ The development minimizes alteration of cliffs, bluff tops, faces or bases, and
will not interfere with sand movement.

¢ The development which proposes use of retaining walls shall be allowed only to
stabilize slopes. Sea walls at the toe of sea cliffs to check marine erosion shall be
allowed only where there is no less environmentally damaging alternative.

¢ The development within one hundred feet of any cliff or bluff line shall follow
the recommendations of an approved geologic report by a registered geologist.
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32.

33,

34.

3s.

36.

The area where such a report is required may be increased where the issue of
slope stability requires a greater distance from any cliff or bluff line.

Not applicable. The project is not located near a coastal bluff. The project site is located
in an area classified as having a high potential for liquefaction. To mitigate liquefaction
settlement and lateral spreading, the project geotechnical engineer has recommended
vibro-displacement stone columns as an alternative to drilled piers, which can be used to
densify the soil, increase bearing capacity, and provide liquefaction mitigation.
Recommendations presented in the geotechnical report will be required to be followed as
part of the foundation and structural design of the hotel.

The project provides maximum erosion protection, using accepted engineering
practices and other methods and specifications set forth in this title;

The project site does not contain steep slopes. Erosion control measures will be required
as part of the grading permit. Plans submitted for building permits will be required to
demonstrate compliance with the revised Chapter 6B of the City's Best Management
Practices Manual—Storm Water BMPs for Private and Public Development Projects.
Required documentation will include a Storm Water Control Plan following the guidance
in Chapter 6B demonstrating compliance with the water quality treatment and runoff
retention requirements, and an Operation and Maintenance Plan for stormwater control
measures incorporated in to the project design. Site plans shall contain notes and details
on stormwater control measures incorporated in the project design.

The project maintains public view corridors between the sea and the first public
roadway parallel to the sea and maintain natural views of the coastline;

Not applicable because of the project location north of Beach Street.

The project protects paleontological resources as prescribed in the Land Use Plan;

The site is not located within a mapped sensitive paleontological area. A condition of
approval requires work to be stopped in the unlikely event that resources are discovered
during construction.

Protect and enhance free public access to or along the beach, and sign such access
when necessary;

The project facilitates public use and enjoyment of free public access opportunities in
close proximity to the Wharf, Boardwalk, Marine Sanctuary Visitor Center, and West
Cliff Drive Path by providing overnight accommodations.

Include mitigation measures prescribed in any applicable environmental document;

The mitigation measures prescribed by the EIR have been included as conditions of
approval.
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37.

38.

39.

The project is compatible with the established physical scale of the area.

The hotel will be stepped up the slopes from Beach Street to First Street, with an enclosed
and partially underground parking garage that is hidden from view. From most vantage
points, the building generally appears as a three-story building, which is consistent with
other three-story buildings in the neighborhood. The overall scale as seen from adjacent
areas would not appear massive in relation to other existing buildings in the area.
Additionally, the overall building mass is broken up by architectural treatments, including
punched-out windows, decks, trellises and overhangs. Thus, the project’s mass and scale
would not be out of character with the immediate area.

The project is consistent with the design review guidelines of this title and the
policies of any applicable area plan.

The proposed building design is consistent with the Beach/South of Laurel Area Plan
design guidelines, which call for Spanish Colonial Revival style buildings. The proposed
project includes preservation and rehabilitation of the existing southeastern bell tower
building which is a Spanish Colonial Revival style. The architecture of the new portions
of the proposed building is Spanish Colonial Revival style that incorporates white stucco
walls with red tile roofs, but is differentiated from the retained historic portion of the
building to avoid false historicism. The project design strives to emulate many of the
design details from the existing La Bahia buildings. Elements include balconies, some
bay windows, omamental glazed tiles, decorative iron work, trellises, parapet walls with a
cast stone parapet cap, and terra cotta tile roofs to match the original roof color.

The project is consistent with the policies of the Local Coastal Program, the General
Plan, and the California Coastal Act.

The proposed hotel project is consistent with the City General Plan, Local Coastal Plan
and adopted Beach/South of Laurel Area Plan which call for Regional Visitor
Commercial uses on the project site which is located on a primary arterial in the City’s
beach-tourist area. The Beach/South of Laurel Area Plan was adopted in 1998 and
specifically studied various sub-areas. The policies pertinent to the proposed project are
consistent with the City’s updated General Plan adopted in June 2012. This Area Plan
discussed the need for improvement of motel and hotel facilities and the need for meeting
space to attract more overnight and off-season visitors.

With respect to the Special Use Permit, Section 24.08.050

40.

The proposed structure or use conforms to the requirements and the intent of this
title, and of the General Plan, relevant area plans, and the Coastal Land Use Plan,
where appropriate;
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41.

42.

43.

44.

The proposed hotel project is consistent with the City General Plan, Local Coastal Plan
and adopted Beach/South of Laurel Area Plan, which call for Regional Visitor
Commercial uses on the project site, which is located on a primary arterial in the City’s
beach-tourist area. The Beach/South of Laurel Area Plan was adopted in 1998 and
specifically studied various sub-areas. This Plan discussed the need for improvement of
motel and hotel facilities and the need for meeting space to attract more overnight and
off-season visitors. With approval of a Special Use Permit, a 10-percent reduction of
parking space requirements may be allowed for cooperative parking facilities. The
project provides 210 parking spaces in underground and partially underground parking
garage levels. This is sufficient off-street parking with approval of a 10-percent reduction
(27 spaces) in parking for non-auto use programs, and 10-percent reduction for
cooperative parking facilities (27 spaces), and use of valet parking (49 spaces). Such
parking reductions recognize the joint use of hotel room, restaurant and meeting room
facilities by hotel patrons.

That any additional conditions stipulated as necessary in the public interest have
been imposed; '

No additional conditions are necessary in regard to this parking reduction.

That such use or structure will not constitute a nuisance or be detrimental to the
public welfare of the community; and

The parking demand accounts for all uses at the hotel site, which qualifies it for a
reduction for cooperative parking. The shared use/cooperative parking facilities
reduction accounts for the parking facilities at a single site being used for multipurpose
trips being made to the site (i.e., visitors who stay at the hotel and attend a conference,
visit the spa and/or eat at the restaurant), as well as trips being made to individual uses at
different times of the day or week. The parking reduction will not cause a nuisance as an
independent parking study has verified that the proposed parking will be sufficient for the

project.

That all thrift store uses shall include a management plan that identifies collection
facilities for donated items, operating hours for donation facilities which discourage
unsupervised drop-offs, adequate storage areas for sorting the materials, and
provides a plan to properly dispose of unusable items in a timely, secure, and
orderly fashion and maintains premises in a clean and attractive condition.

Not applicable.

With respect to the Residential Demolition Authorization Permit, Section 24.08.1330

The building is not subject to the provisions of Part 11 (regarding Historic
Demolition Permits) of this chapter, or that the demolition or conversion has been

approved pursuant to the procedures set forth in Part 11; and
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45.

46.

47,

48.

A Historic Demolition Permit is one of the permit entitlements requested as part of the
project and has been processed in accordance with procedures set forth in Part 11 of the
Zoning Ordinance. The Historic Preservation Commission has made a recommendation
to the City Council regarding this permit and the City Council has approved this permit.

The project which will replace the demolished or converted unit(s) has been
approved by the city, and an appropriate building permit has been issued; unless no
building permit is required or some other practical hardship can be documented
rendering this finding inappropriate; and

In 2002, a 71-unit single-room occupancy apartment project was constructed by the
applicant at 401 Pacific Avenue. The 44-unit apartment project at the project site will be
replaced by a large hotel building which is a coastal-related use consistent with the
General Plan and zoning for the property. Low-moderate income replacement housing
will be required in accordance with the City ordinance and provided at the existing 401
Pacific Avenue project. The applicant is required to either provide replacement housing
or demonstrate no substantial adverse impact on housing opportunities for low or
moderate income households pursuant to Zoning Code section 24.08.1360. The applicant
built the replacement housing at 401 Pacific Street, but also has continued to use the site
for rental housing since it did not construct the project approved in 2009. Accordingly,
the replacement housing that has been built satisfies the City’s requirements.

The building is not in the coastal zone, or, if it is in the coastal zone, is being
replaced by a residential use or a nonresidential coastal-dependent use as defined by
Section 30101 of the Public Resources Code; and

The 44-unit apartment use will be replaced by a large hotel building which is a coastal-
related, visitor-serving use consistent with the General Plan and zoning for the property.

Relocation assistance has been provided to eligible tenants consistent with Section
24.08.1350; or

A project condition requires relocation assistance in accordance with this section of the
zoning ordinance.

The building which is in the coastal zone and is being replaced by a nonresidential
use which is not coastal-dependent as defined in Section 30101 of the Public
Resources Cade, is located where residential use is no longer feasible, but will not be
issued a demolition permit or building permit in connection with the conversion
until the applicant has entered into an agreement to provide relocation assistance
and replacement housing or in-lieu fees consistent with Sections 24.08.1350 and the
applicable portions of Sections 24.08.1360 and 24.08.1370 of this chapter.

The 44-unit apartment use will be replaced by a large hotel building which is a coastal-
related, visitor-serving use consistent with the General Plan and zoning for the property.
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A demolition permit for the project will not be issued until the applicant has entered into
an agreement to provide relocation assistance and replacement housing consistent with
Sections 24.08.1350 and applicable portions of Sections 24.08.1360 and 24.08.1370 of
the City zoning ordinance. ‘

Section 66412(d) of the California Government Code regarding Boundary Adjustments

49, No additional building sites or parcels shall be created as a result of the Boundary
Adjustment.

The proposed Boundary Adjustment will not result in the creation of any additional
parcels or building sites. Two parcels were in existence prior to the Boundary
Adjustment and only one will remain after the adjustment is complete.

50. No Boundary Adjustment shall be approved unless it is consistent with the General
Plan, Specific Plan, and Local Coastal Program (where applicable). A Boundary
‘Adjustment shall be deemed to be consistent with parcel size requirements if it
complies with the minimum parcel size required by the zoning designation.

The boundary adjustment consists of combining two existing parcels and will meet the
minimum parcel size of the underlying zoning, thereby being consistent with the General
Plan, Local Coastal Program, and Beach/South of Laurel Area Plan.

51. No Boundary Adjustment shall be approved that will result in a violation of the
Santa Cruz Municipal Code.

The proposed lot line a&justment will not result in a violation of the Santa Cruz
Municipal Code.

With regard to Demolition of Buildings Listed in the Historic Building Survey, and with

regard to Demolition of Designated Historic Landmarks, Section 24.08.1014

52.  The action proposed is consistent with the purposes of histeric preservation as set
forth in Section 24.12.400 of this title and in the Cultural Resources Element of the

General Plan; or

Preservation of the historic La Bahia bell tower buildings within an overall hotel project
would be consistent with the purposes of historic preservation. Section 24.12.400 states
that purposes of historic preservation are as follows: (1) designate, preserve, protect,
enhance, and perpetuate those historic structures, districts, and neighborhoods
contributing to cultural and aesthetic benefit of Santa Cruz; (2) foster civic pride in the
beauty and accomplishments of the past; (3) stabilize and improve the economic value of
certain historic structures, districts, and neighborhoods; (4) protect and enhance the city’s
cultural, archaeological and aesthetic heritage; (5) promote and encourage continued
private ownership and use of such buildings and other structures now so owned and used,
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to the extent that the objectives listed above can be obtained under such policy; and (6)
serve as part of the Local Coastal Implementation Plan for the Coastal Program.

Regarding purpose 1, the project preserves, protects, and enhances the historic bell tower
building. The new portions of the project complement La Bahia’s Spanish Colonial
Revival style and meet the Secretary of the Interior’s requirements for additions to
historic buildings, which enhances the portions of the project that will be preserved. The
proposed project includes the rehabilitation and restoration of the building at the
southeast corner, including the existing bell tower, and the rehabilitation of the southeast
apartment units. The bell tower will be structurally upgraded. In addition, historic
elements of the tower will be repaired, including decorative tile features, the terracotta
clay tile roof, and stucco finishes. The tower element and existing stairs will be retained.
The existing eight apartment units at the southeast corner of the site along Beach Street
will be maintained and rehabilitated into guest rooms. The exterior walls and primary
structural bearing walls will be maintained and will be structurally upgraded with new
shear plywood and required seismic upgrades. The exterior finishes (stucco, terracotta
clay tile roof, eave details, balcony, etc.) will be repaired. The exterior wall
configuration, fenestration, and entry gates also will be maintained and rehabilitated.

Regarding purpose 2, the project will help restore the beach front to its historic grandeur,
which will foster civic pride in the accomplishments of the past.

Regarding purpose 3, the project also will stabilize and improve the economic value of
the property and the beach front area. Images included with the historic report prepared
for this project indicate that the buildings are deteriorating, and have cracked plaster,
damage to much of the original metalwork and light fixtures, and loss of some of the
original, character-defining wooden doors and windows. The project will replace some
of the deteriorating buildings with new, safe buildings, which will enable the owner to
preserve and rehabilitate the historic bell tower and southeastern building. According to
the Beach and South of Laurel Plan, such redevelopment of the Property will improve
economic values in the area by providing year-round support for existing businesses,
attract additional quality investment to the area, and expand the operational season of the
Beach. ‘

Regarding purpose 4, the project will protect and enhance the City’s aesthetic heritage by
allowing the preservation and rehabilitation of the bell tower and providing a new project
that takes cues from the Spanish Colonial Revival style of the existing buildings and other
historic beach front properties.

Regarding purpose 5, the project promotes and encourages continued private ownership
of the property because it allows a new, financially feasible use on the property. As
discussed above, and documented in the report by Economic & Planning Systems, Inc.
(EPS), an economic consulting firm, it would be economically infeasible for the owner to
fully preserve and rehabilitate the property absent the ability to demolish some buildings
and construct new buildings.
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Regarding purpose 6, the project is fully consistent with the Local Coastal
Implementation Plan.

53.  The applicant has demonstrated that the action proposed is necessary to correct an
unsafe or dangerous condition on the property pursuant to Section 24.08.1040; or

Biggs Cardosa Associates, an independent consulting firm under contract with the City,
reviewed the existing buildings and evaluated their structural deficiencies. According to
the Biggs Cardosa report, portions of the building, including an elevated walkway in the
southwestern quadrant, have failed due to deterioration and age over the years, suggesting
that the buildings are unsafe. Further, the existing buildings do not meet current building
.code, which provides the City’s safety threshold and the standards by which building
officials determine buildings to be unsafe. The Biggs Cardosa report stated that the roof
and floor sheathing does not have adequate diaphragm strength. The concrete
foundations also are not up to code and lack reinforcing, which means that they lack
tensile strength and will be prone to cracking, crumbling, and failure in a seismic event.
These foundations also do not provide adequate safety because of the liquefaction
potential of the site’s soil. As discussed above, correcting these safety issues would
negatively impact the buildings’ character defining features and would be technically
difficult and costly.

EPS concluded, and the City agrees, that it would be financially infeasible to bring the
buildings to an acceptable level of safety, whether used as a hotel, rental units, or
condominiums. EPS’s report also suggests that no prudent lender would provide the
applicant with a loan to undertake improvements absent the financial returns provided by
the hotel. If the project is not approved, the buildings would continue to deteriorate and
become increasingly unsafe. Thus, the project is necessary to allow the owner to address
the safety issues in the historic bell tower and southeastern building that will be retained.

54. The applicant has demonstrated the denial of the application will result in immediate
and substantial economic hardship; or

The Project EIR includes the applicant’s demolition rationale and cost estimates and an
independent review of the rationale and estimates by Biggs Cardosa Associates, a
structural engineering firm with historic rehabilitation experience. The independent
review concludes that with a site that has significant liquefaction constraints, retrofitting
the historic buildings would require extensive modifications on the foundation and
structural systems. After exploration of the economic, structural, and technical issues
involved in rehabilitating and converting the existing buildings from a residential use to a
hotel use, the developer has determined, and the City agrees, that such a project is
financially infeasible. Economic & Planning Systems, Inc. (EPS) completed an economic
analysis of the project and alternatives and determined that preservation would be
financially infeasible. Of particular note is the fact that, as set forth in an EPS
memorandum to Juliana Rebagliati dated July 18, 2014, and entitled, “La Bahia
Residential Alternative Feasibility Analysis,” residential use of the existing apartment
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complex is not economically feasible. Whether the property were used for apartments or
condominiums, the landowner could not recoup through rents or sales the investments
needed to make the property habitable. In fact, there would be a negative rate of return.
Because the current use of the property does not provide a positive economic return for
the landowner, denial of the application will result in immediate and substantial economic
hardship for the landowner. \

55.  There are no reasonable alternatives to the demolition as of the time of the hearing.

The Historic Preservation Commission recommended approval of this permit which
allows demolition of the historic La Bahia buildings. The City Council considered their
recommendation as well as the recommendation of the Planning Commission. The City
Council also considered the environmental information, the structural and cost estimates
report by Biggs Cardosa and reports by EPS. Biggs Cardosa concluded that with a site
that has significant liquefaction constraints, retrofitting the historic buildings would
require extensive modifications on the foundation and structural systems. This
exploration of the structural and technical issues involved in rehabilitating and converting
the existing buildings from 2 residential use to a hotel use, indicate that the structural
modifications could significantly impact the buildings® character defining features. For
example, the buildings need a new foundation. According to the Biggs Cardosa report,
the temporary support of the existing structures during the foundation removal and
installation of new foundations is likely to damage existing finishes. That report also
found that removal of the majority of the existing finishes would be required to retrofit
the building. That removal could damage the finishes, including elements that are
integral to the buildings® historic significance In addition, EPS completed an economic
analysis of preserving the buildings and determined that preservation, particularly in light
of the extensive foundation and structural work that would be required to bring the
buildings to current safety standards would generate a negative economic return and
therefore would be financially infeasible.

The City Council has considered evidence related to the feasibility of preserving the La
Bahia buildings and has determined that full preservation is not feasible and therefore
there is no reasonable alternative to demolition. Demolition of the majority of the
existing buildings is necessary to allow preservation and rehabilitation of the bell tower
and prevent continued deterioration and loss of integrity in this character-contributing
element of the La Bahia.
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With regard to delisting the La Bahia site from the City Historic Building Survey, Section

24.12.420

The proposed landmark has or no longer has significant aesthetic, cultural,
architectural, or engineering interest or value of a historic nature,

The La Bahia buildings have deteriorated over time. The proposed project includes
preservation and rehabilitation of the existing southeastern bell tower building, which is a
Spanish Colonial Revival style. The new portions of the proposed project will utilize
design elements commeon to the Spanish Colonial Revival style of the historic buildings.
As part of the Project EIR, Biggs Cardosa Associates, an independent consulting firm
under contract with the City, reviewed building conditions and structural requirements for
the project. The independent review concludes that with a site that has significant
liqguefaction constraints, retrofitting the historic buildings would require extensive
modifications on the foundation and structural systems. After exploration of the
economic, structural, and technical issues involved in rehabilitating and converting the
existing buildings from a residential use to a hotel use, the developer has determined that
such a project is financially infeasible. Economic & Planning Systems, Inc. (EPS)
completed an economic analysis of the project and alternatives and determined that
preservation would be financially infeasible. The City Council has considered evidence
related to the feasibility of preserving the La Bahia buildings and has determined that
such preservation is not feasible, as EPS has concluded. Absent full preservation, the La
Bahia lacks the historic value required to be a listed resource.

The designation or deletion of the landmark is consistent with the purposes and criteria
of the City’s historic preservation policies set forth in Section 24.12.400 of the zoning
ordinance, and the Cultural Resources Element of the General Plan.

Preservation of the historic La Bahia buildings within an overall hotel project would be
consistent with the purposes of historic preservation. As part of the Project EIR,
however, Biggs Cardosa Associates, an independent consulting firm under contract with
the City, reviewed building conditions and structural requirements for the project and
determined that, because the site that has significant liquefaction constraints, retrofitting
the historic buildings would require extensive modifications on the foundation and
structural systems. After exploration of the economic, structural, and technical issues
involved in rehabilitating and converting the existing buildings from a residential use to a
hotel use, the developer has determined that such a project is financially infeasible.
Economic & Planning Systems, Inc. (EPS) completed an economic analysis of the project
and alternatives and determined that preservation would be financially infeasible. The
City Council has considered evidence related to the feasibility of preserving the La Bahia
. buildings and has determined that such preservation is not feasible, as EPS has
concluded. The hotel project incorporates a portion of the historic tower building, and
new portions of the project complement La Bahija’s Spanish Colonial, thereby retaining
historical features to the extent feasible. The site would not be delisted unless and until a
building permit is obtained for demolition and construction of the new hotel project.
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If it is determined by the Historic Preservation Commission that the remaining existing
southeastern bell tower building should remain listed on the City Historic Building
Survey, then a historic alteration permit and associated findings would apply.

Historic Alteration Permit, Section 24.08.930

58.  The action proposed is consistent with the purposes of historic preservation as set forth
in Section 24.12.400 of this title and in the Cultural Resources Element of the General
Plan; and one of the following three findings:

The reasons that the action is consistent with the purposes in Section 24.12.400 are listed
above, under finding 52 above.

59.  The project complies with Standards for Rehabilitation approved by the United States
Secretary of the Interior; and that the project’s:

architectural design;

height and bulk of buildings and structures;
lot coverage and orientation of buildings;
color and texture of surface materials;
grading and site development;

landscaping; -

changes to natural features;

antennas, satellite dishes and solar collectors;
off-street parking, signs;

light fixtures and street furniture;

steps, walls, doors, windows, screens and security grills;
yards and setbacks

protect and preserve the historic and architectural qualities and the physical
characteristics which make the building, structure, or property a contributing
feature of the landmark, historic building survey building or historic district; or

The proposed rehabilitation of the La Bahia bell tower and southeast apartment units will .
follow the Secretary of the Interior’s Standards for Rehabilitation and Guidelines for
Rehabilitating Historic Buildings. A final review of the building plans will be completed
to confirm the rehabilitation is in conformance with the Secretary of The Interior’s
Standards jor Rehabilitation in that that historic materials are being (1) preserved where
feasible, (2) repaired rather than replaced wither preservation is not feasible, and (3)
replaced with appropriate materials where repair is not feasible. In addition, mitigation
measures have been incorporated to reduce potential impacts associated with the
rehabilitation of the bell tower building. The new buildings also have been designed to
meet the Secretary of the Imterior’s Standards for Rehabilitation and Guidelines for
Rehabilitating Historic Buildings. Per these Standards, the new buildings do not destroy
historic materials that characterize the bell tower and are differentiated from the historic
bell tower by having different detailing to avoid confusion for the public about what is
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historic and what is new. While differentiated, the new buildings are compatible with the
massing, size, scale, and architectural features of the bell tower, protecting the bell
tower’s historic integrity.

60. The applicant has demonstrated that the action proposed is necessary to correct an
unsafe or dangerous condition on the property pursuant to Section 24.08.940; or

This finding is addressed in finding 53 above.

61.  The applicant has demonstrated that denial of the application will result in immediate
and substantial economic hardship that denies the applicant the ability to make
reasonable beneficial use of the property or the ability to obtain a reasonable return

from the property.
This finding is addressed in finding 54 above.

Administrative Use Permit Findings, Section 24.08.050

62. The proposed use conforms to the requirements and the intent of this title, and of the
General Plan, relevant area plans, and the Coastal Land Use Plan, where appropriate.

The proposed restaurant and meeting/banquet space would operate primarily as a hotel
amenity. An eating and drinking establishments with live entertainment and alcohol
service would conform to the RTC zone requirements with the issuance of an
Administrative Use Permit. The proposed use in conjunction with the hotel is appropriate
and is consistent with the City General Plan, Local Coastal Plan and adopted Beach/South
of Laurel Area Plan which call for Regional Visitor Commercial uses on the project site
which is located on a primary arterial in the City’s beach-tourist area. The Beach/South
of Laurel Area Plan was adopted in 1998 and specifically studied various sub-areas. The
policies pertinent to the proposed project are consistent with the City’s updated General
Plan adopted in June 2012. This Area Plan discussed the need for improvement of motel
and hotel facilities and the need for meeting space to attract more overnight and off-
season visitors,

63.  That any additional conditions stipulated as necessary in the public interest have been
imposed.

Standard and additional conditions including specified hours, security plan details,
surveillance cameras, and Responsible Beverage Service training, will prevent the use
from becoming a nuisance. '

64. That such use will not constitute a nuisance or be detrimental to the public welfare of
the community.
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The proposal to sell alcoholic beverages will not constitute a nuisance or be detrimental
to the public welfare of the community because the sales will be in conjunction within a
bonafide restaurant.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Santa Cruz,
that Permit Application No. CP13-0059 requesting approval of the project is hereby approved
subject to the Conditions of Approval attached hereto as Exhibit “A”.

PASSED AND ADOPTED this 9® day of September, 2014, by the following vote:

AYES: Councilmembers Bryant, Terrazas, Comstock, Mathews, Posner; Vice
Mayor Lane; Mayor Robinson.

NOES: None.

ABSENT: None.

DISQUALIFIED:  None.

=2
ATTEST:

City CIerk Administrator

APPROVED: /gff‘/?“«—/

I Mayor
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CONDITIONS OF APPROVAL FOR THE PROJECT ON PROPERTY AT

215 Beach Street; Application No. CP13-0059
Residential Demolition Authorization Permit, Historic Demolition Permit, Historic Alteration Permit,
Historic Building Survey Deletion, Planned Development Permit to allow for an increase in building
height, a reduction in first floor ceiling heights and to allow tandem parking spaces as part of a valet
program, Coastal Permit, Design Permit, Administrative Use Permit, Special Use Pemmit,
Development Agreement, and a Boundary Line Adjustment, to demolish an existing 44-unit
residential complex except for a portion of the southeast building containing the bell tower, and
construct a 165-room hotel with conference and banquet space, restaurant, retail space, spa facilities
and partiatly underground garage in the RTC/CZO/SPO zone district. (Environmental Determination:

EIR)

1.

If one or more of the following conditions is not met with respect to all its tér.ms, then this
approval may be revoked.

All plans for future construction which are not covered by this review shall be submitted to
the City Planning and Community Development Department for review and approval.

In accordance with the Development Agreement approved for the project, the building permit
for the project must be obtained within five (5) years and the project construction shall be
completed and an occupancy permit shall be obtained within ten (10) years of the date of final

approval of this zoning permit.

The use shall meet the standards and shall be developed within limits established by Chapter
24.14 of the Santa Cruz Municipal Code as to the emission of noise, odor, smoke, dust,
vibration, wastes, fumes or any public nuisance arising or occurring incidental to its
establishment or operation.

The applicant shall be responsible for the completeness and accuracy of all forms and
supporting material submitted in connection with any application. Any errors or discrepancies
found therein may result in the revocation of any approval or permits issued in connection
therewith.

All final working drawings shall be submitted to the Zoning Administrator for review and
approval in conjunction with building permit application. The plans submitted for building
permits shall have the same level of articulation, detailing, and dimensionality as shown in the
approved plans. All approved exterior finishes and materials shall be clearly notated on the

building permit plans.

The applicant and contractor who obtains a building permit for the project shall be required to
sign the following statement at the bottom of these conditions, which will become conditions of

the building permit:

“I understand that the subject permit involves construction of a building (project)
with an approved Design Permit. 1 intend to perform or supervise the
performance of the work allowed by this permit in a manner which results in a
finished building with the same level of detail, articulation, and dimensionality
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shown in the plans submitted for building permits. 1 hereby acknowledge that
failure to construct the building as represented in the building permit plans, may
result in delay of the inspections process and/or the mandatory reconstruction or
alteration of any portion of the building that is not in substantial conformance
with the approved plans, prior to continuation of inspections or the building
final.”

Signature of Building Contractor Date

8. The development of the site shall be substantially in accordance with the approved plans
prepared by LMS Architects dated September 20, 2013, submitted and on file in the
Department of Planning and Community Development of the City of Santa Cruz. All aspects of
construction must be completed prior to occupancy. Major modifications to plans or exceptions
to completion may be granted only by the City Council which approved the project.

9. The property owner agrees as a condition and in consideration of the approval of this
discretionary development permit that it will, pursuant to agreement and/or statutory
provisions as applicable, including but not limited to Government code Section 66474.9,
defend, indemnify and hold harmless the City of Santa Cruz or its agents, officers and
employees from any claim, action or proceeding against the City or its agents, officers or
employees to attack, set aside, void or annul this approval, which action is brought within the
time period provided for under law, including but not limited to, Government Code Section
66499.37, as applicable. The property owner will reimburse the City for any court costs and
attorney’s fees, which the City may be required by a court to pay as a result of such action.
City may, at its sole discretion, participate in the defense of such action; but such
participation shall not relieve applicant of his obligations under this condition. An agreement
to this effect shall be recorded upon demand of the City Attorney or concurrent with the
issuance of building permits, use of the property, filing of the final map, whichever occurs
first and as applicable. The City shall promptly notify the property owner of any such claim,
action or proceeding and the City shall cooperate fully in the defense thereof. If the City fails
to promptly notify the property owner of any such claim, action or proceeding or fails to
cooperate fully in the defense thereof, the property owner shall not thereafter be responsible
to defend, indemnify or hold the City harmless.

10. All refuse and recycling activities during construction shall be done in accordance with Chapter

6.12 of the Santa Cruz Municipal Code. Be aware that private companies offering refuse or

" debris box services are not allowed to operate within the City limits, except under certain
limited circumstances detailed in Chapter 6.12.160.

11. All requirements of the Building, Fire, Public Works and Water Departments shall be
completed prior to occupancy.
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12. Handicap accessibility shall be provided in accordance with Uniform Building Code, as
determined by the Building Official.

13. The final design of the refuse facilities shall approved by the Public Works Department,

14. Final building plans shall include underground fire service plans, a standpipe system, fire
sprinkler system plans, and fire alarm system plans.

15. Prior to issnance of a building permit for the project, the applicant shall pay required traffic
impact fees, unless phased or deferred payment terms are approved by the Planning and Public
Works Directors.

16. Curbs, gutter, sidewalks and streetlights shall be repaired or replaced, as determined by the
Public Works Department, prior to final inspection of the new building.

17. An exterior lighting plan shall be submitted for approval by the Zoning Administrator prior to
issuance of a building permit. The exterior lighting plan shall be consistent with the Beach and
South of Laurel Design Guidelines by indicating that adequate security will be provided, while
minimizing excessive off-site glare.

18. Final building plans shall indicate that Energy Star labeled laundry facilities will be used in the
development. The pool and spa shall either include energy-efficient equipment or solar power.
If solar power is used, the solar collectors shall be place behind a roof parapet in a manner that

is not visible from the adjacent streets, beach or wharf.

19. A final landscaping plan shall be submitted for review and approval by the Zoning
Administrator and Water Conservation department with the building plans, and shall be

consistent with the preliminary landscape plan.

20. All landscaping shall be installed prior to final utility release or issuance of occupancy permits.
Subsequent to occupancy of the premises, all landscaping shall be permanently maintained.
Such maintenance shall be secured through an 18-month bond or time certificate of deposit

prior to occupancy.

21. Al utilities and transformer boxes shall be placed underground or in an enclosed utility room
unless otherwise allowed after review by the Zoning Administrator. The developer shall
agree to participate, on a fair share basis, in a larger scale utility undergrounding project in
the area.

22. Building Department conditions include, but are not limited to the following:
e A building permit is required. All construction shall conform to the California Building
Standards Codes as adopted and amended by the City of Santa Cruz.
¢ Provide a soils report for this project.
o Clearly detail all elements of accessibility in accordance with the California Building
Code, Chapter 11B on the building permit submittal drawings.
» Provide complete exit analysis and diagram in the building permit submittal drawings.
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o Clearly indicate the occupancy for each room/space. Note that the means of egress from
laundry area (F-1) cannot pass through parking garage (S-2) per CBC 1014.2,

* On site plan, clearly dimension distance from exterior walls to real and assumed property
lines, from property lines to centerlines of public streets. Verify exterior wall protection
and percentage of openings in accordance with CBC Chapter 7.

23. Fire Department conditions include, but are not limited to the following:

e Addressing — Provide minimum six-inch high building street address numerals in a
contrasting color that are clearly visible from the street and separate unit identifications per
Santa Cruz Municipal Code Section 18.24.060.

e Exiting — Exiting to meet requirements of California Building and Fire Codes.

e Fire Alarm -Provide fire alarm system per California Fire Code and National Fire
Protection Association Standard 72. Obtain a separate permit from the Fire Department.

» Fire Extinguisher — Provide fire extinguishers per California Fire Code and California Code
of Regulations, Title 19.

¢ Fire Sprinklers — Provide fire sprinklers per California Fire Code and National Fire
Protection Association Standards. Obtain a separate permit from the Fire Department.

¢ Knox Box — Provide Knox box with master key system to commercial spaces, common
areas, and all utility rooms.

e Signage — Provide signage on main electrical, gas and water shut-offs, sprinkler riser room,
fire alarm control room, and elevator machinery room. Minimum 2" white lettering on red

background).
e Suppression ‘System — Provide UL-300 hood suppression system and obtain a separate
permit from the Fire Department.

Provide standpipe system per CFC.
Elevator to meet gurney requirements per CBC 3002.4.
¢ Provide emergency escape and rescue windows per CRC Section 1029.

24. Police Department conditions include, but are not limited to the following:
» Lighting for the ground level and 2™ floor parking lot — Lighting shall illuminate both
parking lots in their entirety.
¢ Lighting shall be provided on the exterior of the building, illuminating all sides of the
building.
Lighting that covers all entrance and exit points for the building shall be provided.
Lighting shall be provided for all stairwells at all levels.
Lighting shall be provided for the courtyard and pool area.
Security cameras shall be provided for the ground level and 2™ floor parking lots, covering
both parking lots in their entirety. v
¢ Security cameras shall be provided for all interior and exterior stairwells covering all levels.
e Security cameras shall be provided to cover ingress and egress into the parking lots.
o Security cameras shall be required in the courtyard, bike parking area, lobby, and exterior
corners covering all sides of the building.
¢ Security cameras shall be provided covering the hallways and enclosed breezeway (all
levels).

® & & ¢
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e All security cameras must have recording capabilities and the recordings must be accessible
to police within 24 hours.

¢ All entrance and exit points (vehicle and pedestrian) into the building shall have measures
in place prohibiting non-guests from entering.

¢ Planters, foliage, and railings shall not obstruct the view along the entire sides of the
building in a manner that allows persons to hide or conceal themselves from view from any
adjacent streets. The building facade along the street level should not create a view
obstruction for law enforcement or emergency personnel.

¢ Design of the planter areas and any type of raised areas on the exterior of the building needs
to be designed to prevent and deter illegal skateboarding.

e All plants, shrubs, and trees need to be trimmed up to a level that wil allow unobstructed
visibility to business’ storefront from the street.

No Smoking signs shall be clearly posted.
Business hours for the restaurant and bar shall be 6:00am to 10:00pm.
A trespass letter shall be obtained from the Police Department to assist officers in
addressing criminal behavior when it does occur on the premises after hours. The
applicant(s) will fill out a trespass letter, which permits Law Enforcement to arrest anyone
unlawfully on their property. The trespass letter is valid for one year and must be renewed
annually.

25. Public Works Department conditions include, but are not limited to the following:

o Drainage — All drainage shall be captured and contained prior to entering the City right-of-
way and cannot sheet flow over the sidewalk or driveway approach. All drain lines entering
the public right-of-way shall remain within the lateral projections of the property lines and
shall not encroach in front of adjacent property frontages. Show drain inlets on the private
property side connect to curb drains per City standard detail. Include notes and City
Standard Detail 10 of 23 on the plans.

¢ Driveway (Type A) — Install a Type “A” driveway approach per City standard detail.
Include notes and City Standard Detail 9 of 23 on the plans.

e Grease Storage — Food service facilities are required to store their grease in proper storage
containers. Grease storage containers shall not be located inside of the trash enclosure
alongside refuse and recycling containers. Provide a separate partitioned room inside the
enclosure, an attached exterior room, or a separate grease room inside of the restaurant.
Show the proposed grease storage location on the plans.

e Grease Trap — Prior to beginning any new food service operations, complete and submit a
Wastewater Discharge Questionnaire to the City of Santa Cruz Wastewater Treatment
Facility at 110 California Street, Santa Cruz, CA 95060. The questionnaire requests
information about the proposed food service facility, including the hours of operation,
seating capacity, and the types of equipment to be used. The information will be used to
determine the size of the grease interceptor or trap that must be installed. _

e Inspection Fee — An inspection fee equal to 6.5 percent of the estimated cost to construct the
off-site improvements to be inspected shall be paid to the Public Works Department prior to
the issuance of a building permit.

s Sewer Cleanout — Indicate location of the sanitary sewer lateral on the plans. Lateral shall
be SDR 26 from property line to the main per City standard lateral and trench details.
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Provide sewer cleanout capped with a popper in the sidewalk for sanitary sewer lateral per
City standard detail. Include notes and City Standard Details 1 and 2 of 23 on the plans.

e Sewer Lateral (Reuse) — If re-using an existing sewer lateral or the portion from the property
line to the main in the street, televise existing sewer lateral and provide a DVD to the City
for evaluation of its condition prior to issuance of a building permit. Show on the site plan
the point of connection of new sewer lateral with the existing lateral. Install new City
standard sewer lateral cleanout in sidewalk per City standard detail. Include notes and City
Standard Detail 2 of 23 on the plans. All connections to the City main require a separate
street opening permit from the Department of Public Works prior to construction by a
licensed General A contractor.

e Stormwater — >One Acre - Construction activity resulting in a land disturbance of one acre
or more, or less than one acre but part of a larger common plan of development or sale must
obtain the Construction Activities Storm Water General Permit (2009-0009-DWQ Permit).
Construction activity includes clearing, grading, excavation, stockpiling, and reconstruction
of existing facilities involving removal and replacement. Construction activity does not
include routine maintenance such as, maintenance of original line and grade, hydraulic
capacity, or original purpose of the facility.

» The applicant shall be responsible for filing a Notice of Intent (NOI) with the State Regional
Water Quality Control Board (RWQCB) and for developing a Storm Water Pollution
Prevention Plan (SWPPP) prior to commencement of any soil disturbing activities at the
site. Prior to issuance of a building permit, the applicant shall provide the City with proof of
coverage under the State's Construction Activities Storm Water General Permit, including a
copy of the letter of receipt and Waste Discharger Identification (WDID) number issued by
the State Regional Water Quality Control Board (SWQCB) that acknowledges the property
owner's submittal of a complete Notice of Intent (NOI) package.

e Stormwater — Submit a Maintenance Agreement, signed and notarized by the property
owner, for all structural Best Management Practices (BMPs) (e.g., oil and sediment traps
and storm drain detention system) prior to final inspection of the building permit by the
Public Works Department.

s Stormwater Drainage Facilities — New drainage facilities planned for the project shall
maintain the difference between the pre-development and post-development runoff rate and
meter the outflow so as not to exceed the pre-development discharge rate for a 10-year
frequency storm. The new storm drain facilities shall include structural Best Management
Practices (BMPs) to capture and detain runoff. Provide drainage calculations to support the
proposed design.

e Stormwater LID (Commercial, Tier 3) — Plans submitted for building permits shall
demonstrate compliance with the revised Chapter 6B of the City's Best Management
Practices Manual — Storm Water BMPs for Private and Public Development Projects —
effective March 6, 2014 (available at www.cityofsantacruz.com/LID). The new
requirements are tiecred based on a site's new and replaced impervious area. For a site
creating and/or replacing under 22,500 square feet of impervious area, the requirements
include site design, water quality treatment (imp. area > 5,000 SF), and runoff retention
(imp. area > 15,000 SF). The following documentation shall be submitted with the project
plans to demonstrate compliance with the requirements: (1) a completed Storm Water and
Low-Impact Development BMP Requirement Worksheet (see Appendix A), (2) a Storm
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Water Control Plan following the guidance in Chapter 6B demonstrating compliance with
the water quality treatment and runoff retention requirements, and (3) an Operation and
Maintenance Plan for stormwater control measures incorporated in project design. Site
plans shall contain notes and details on stormwater control measures incorporated in the
project design.

Should the project not be able to meet the runoff retention requirement, documentation of
technical infeasibility to meet this requirement will need to be provided, including
supporting geotechnical information regarding soil infiltration rates, potential for
liquefaction, and groundwater elevation. If technical infeasibility is documented, then at
least 10% of the equivalent impervious surface area of the project will need to be dedicated
to infiltration best management practices.

Street Light (Standard) - Installation a new LED street light on the property frontage near
driveway approach exit on Main Street and at entrance on Westbrook per City standard
detail. Indicate location on the plans and include notes and City Standard Detail 20 of 23.
Apply to PG&E to remove existing street light on Main Street mounted on wood pole.
Utility Locations — Show locations of all existing and proposed underground utilities and
points of connection for sewer lateral, gas, and water lines on the plans.

Utility Undergrounding — When providing new electrical service to a parcel, it shall be
undergrounded. Indicate the location and the point of connection to the nearest Pacific Gas
& Electric (PG&E) facility for the underground power to the property.

The Preliminary Stormwater Management Report references the Central Coast Regional
Water Quality Control Board’s Post-Construction Stormwater Management Requirements
(PCRs) in determining appropriate storm water treatment measures for the project. We
appreciate the proactive efforts of the design team in addressing the new PCRs; however,
please note that the State Water Resource Control Board has directed the Central Coast
Regional Board to reconsider and re-adopt the PCRs after a new public review process. The
Central Coast Regional Board has set the new date for the PCR adoption hearing for July
12, 2013. As aresult, the PCRs and their implementation schedule may be amended, which
may affect the stormwater management requirements of this project.

The project will be subject to the PCR requirements. A cursory review of the Preliminary
Stormwater Management Report for this project and comparison with the PCRs as currently
drafted indicates that the project would not meet the 95th percentile 24-hour rainfall event
retention requirement that would apply to it. Documentation of technical infeasibility to
meet this requirement would need to be provided, including supporting geotechnical
information regarding soil infiltration rates, potential for liquefaction, and groundwater
elevation. If technical infeasibility were documented, then at least 10% of the equivalent
impervious surface area of the project would need to be dedicated to infiltration best
management practices. Adequate infiltration practices include porous pavement not
underlain by an impermeable liner or unlined bio-retention facilities and swales. The
project would also need to demonstrate that it meets the Site Design (Performance
Requirement No. 1) and Water Quality Treatment (Performance Requirement No.2)
requirements of the PCRs. '

The new trash areas must be secure from unauthorized entry; a floor drain installed in the
slab and connected to the sanitary sewer system; and a hose bib for the purpose of cleaning
the interior of the structure. The roll-up door on Westbrock for the compactor must meet
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the minimum height requirement for City truck access for servicing the compactor. Extend
the driveway approach on garage entrance to include the compactor roll-up door access.

" The final trash enclosure design shall be subject to review and approval by the Public
Works Department.

26. Water Engineering Department conditions include, but are not limited to the following:

» Parcels must be combined to be served by master water services.

» Show existing and new water facilities on the utility site plan; include backflow assembly
locations for all services and identify with notes, types and sizes for all water facilities.
Services and assembly locations shall be approved by SCWD. Existing unused water
services shall be noted to be retired by contractor per SCWD Stds.

Provide Standard Water Dept Notes on the site plan (available from SCWD).

Water and Sewer System Development Charges are paid at the Water Dept.

All fees are paid in advance with water service installation permits issued at the Water Dept.
Water facility work is completed by approved contractor with Water Dept inspections.
Information on the New Water Service Info Form is estimated, final fees and requirements
to be determined upon review of building permit plans. The Water Conservation Office to
provide a separate plan review and requirements.

27. Rooftop drainage shall be directed to the storm water drainage system in such a manner that it
does not flow across the sidewalk. A drainage plan which utilizes best management
practices, subject to approval of the Public Works Department, shall be submitted in
conjunction with the building permit application. The final design and location of the
downspouts shall be compatible with the building architecture. ‘

28. The applicant shall provide Planning and Building Department staff with verification that a
qualified geotechnical engineer has reviewed the plans for consistency with the project
geotechnical and geologic reports, prior to issuance of a building permit.

29. The applicant shall provide Planning and Building Department staff with certification that all
development has occurred in accordance with the recommendations contained in the project
geotechnical and geologic reports, prior to final inspection of the building permit.

30. An erosion control plan shall be approved by the Zoning Administrator prior to issuance of a
building permit and all work shall be installed by November 1. The erosion control plan shall
include provisions for implementation of “Best Management™ construction practices that
include the following measures:

Water all active construction areas at least twice daily;

Prohibit all grading activities during periods of high winds (over 15 mph);

Cover all trucks hauling dirt, sand or loose materials.

Cover or water stockpiles of debris, soil and other materials which can become
windblown;

Install wheel washers at the entrance to construction sites for all trucks;

Sweep streets if visible soil material is carried out from the construction site;
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o Apply chemical soil stabilizers on inactive construction sites;
o Plant vegetative ground cover in disturbed areas as soon as possible; and,
¢ Oil and grease traps.

31. Grading shall be done during periods of dry weather and protective measures shall be
incorporated during grading to prevent siltation from any grading project halted due to rain.

32. All new mechanical equipment and appurtenances, including gas and water meters, electrical
boxes, roof vents, air conditioners, etc. visible from the public way and from adjacent
properties, shall be screened with material compatible with the materials of the building and
shall be subject to the approval of the Zoning Administrator.

33. Final building plans shall incorporate the building materials specified in the approved plans.

34, Prior to issuance of a building permit for the project, the applicant shall provide the Zoning
Administrator with written verification that all permit requirements of the Monterey Bay
Unified Air Pollution Control District relative to asbestos investigation and disposal, if
necessary, have been fulfilled in accordance with Federal, State and local laws.

35. Prior to issuance of a building permit for the project, the applicant shall provide the Zoning
Administrator with written verification that a lead assessment has been conducted in accordance
with the Department of Toxic Substances Control standards and disposal, if necessary, has been
fulfilled in accordance with Federal, State and local laws.

36. Prior to issuance of a building permit, the applicant shall submit a construction transportation
system management program for approval by the Zoning Administrator and Public Works
Department that will at a minimum:

» Establish a reasonable route and number of truck trips to be permitted going to and
from the site during demolition and grading activities;

e Provide a parking plan for construction-related vehicles that minimizes parking on
residential streets;

e Prohibit hauling of excavated materials during peak traffic hours on weekdays
between the hours of 7:00 and 9:00 AM and 4:00 and 6:00 PM.

e Utilize properly muffled vehicles and equipment on the construction site to ensure
compliance with noise standards. If the developer exceeds noise standards, the
project shall immediately be brought into compliance;

* Delineate areas of the site where stationary equipment will be in place away from
sensitive noise receptors to the maximum extent feasible; and,

» Notification of adjacent residents of the construction schedule.

37. Within five (5) days of project approval, a Notice of Determination filing fee shall be paid to
the Clerk of the Board of Supervisors, as required by CEQA regulations.

38.In accordance with Santa Cruz City Ordinance Section 24.08.1360, replacement housing
must be provided by the applicant. The Developer has identified that certain project
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39.

40.

41.

commonly referred to as South Pacific Apartments and located at 401 Pacific Avenue, Santa
Cruz, CA. Replacement housing requirements shall be implemented as follows:

* Replacement Housing Agreement: Upon the completion of all necessary governmental
and quasi-governmental approvals for the Project, and not later than the date of the
issuance of the demolition permit, Developer will enter into an Replacement Housing
Agreement with the City of Santa Cruz for the required replacement housing
units/bedrooms at low or moderate affordability levels at the Replacement Housing
Project.

¢ This Replacement Housing Agreement will have the following terms:
1. The number of units/bedrooms identified by the City of Santa Cruz is to be reserved at
the Replacement Housing Project at low or moderate affordability levels (zero units low
income, two units moderate income). ‘
2. The Replacement Housing Project is hereby identified as the existing 71-unit SRO
project located at 401 Pacific Avenue.
3. Prior to execution of the Replacement Housing Agreement, Developer will provide the
City with a list of all current lease termination dates at the Replacement Housing Project.
Upon issuance of the demolition permit for the La Bahia residential dwelling units, any
existing, non-regulated unit at the Replacement Housing Project whose lease expires shall
be made immediately available for use as a Replacement Unit. The Developer may also
provide information related to existing tenants at the Replacement Housing Project who
may qualify as low or moderate income tenants within the required replacement units.
4. All replacement units shall be identified and under lease to eligible tenants no later
than six months from the date of issuance of the demolition permit for the La Bahia
residential dwelling units.

Relocation assistance shall be provided in accordance with Section 24.08.1350 of the zoning
ordinance. Prior to issuance of a building permit for the project, or at the time of the
termination of tenancy, which ever occurs first, the applicant shall provide a written
agreement between all low- or moderate-income tenant(s) and the applicant outlining the
method of relocation assistance (defined by the Zoning Ordinance as two months rent or
other agreed upon assistance).

All plans and profiles of improvements shall be approved by the Director of Public Works prior
to the filing of the final map, and the construction of said improvements shall be in accordance
with the City specifications and shall be inspected by the Director of Public Works or his
authorized agent.

The reproducible mylars of the plans and proﬁles for said improvements shall be furnished to
the Public Works Department and shall become the property of the City of Santa Cruz at the
time of approval.
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42. A property management and maintenance plan shall be submitted for the review and approval
of the Zoning Administrator, prior to final inspection of the development. The plan shall
address such topics as landscape maintenance and upkeep of the general building appearance.

43. The applicant shall provide proof to the Police Department of Responsible Beverage Service
training for all employees serving alcohol.

44. All local, state and federal laws, rules and regulatidns applying to the sale and consumption
of alcohol shall be complied with.

45. The applicant shall have a listed phone number for this establishment.

46. The restaurant/bar area shall be operated as a “low-risk” alcohol outlet and the applicant shall
have food available at all hours during which alcohol is served; however, the full kitchen
does not have to be open or staff at all hours.

47. Prior to issuance of a building permit for the project, compliance with all adopted Mitigation
Measures shall be demonstrated, including all Mitigation Monitoring and Reporting Program
requirements.

48. When a hotel or beach shuttle system is created, the applicant and subsequent owners will
participate in the design and scheduling of the system, including making fair share payments
toward operation of the shuttle system.

49. The applicant shall work with the Department of Public Works on project details to address
any pedestrian/car interface safety issues on Beach Street,

50. A demolition permit shall not be issued unless it is issued simultaneously with a building
permit to construct the new hotel. Pending the Historic Preservation Commission
recommendation, the site shall not be delisted from the Historic Building Survey until the
building has been demolished pursuant to a demolition and replacement project permit issued
by the Planning Department through its Building Division.

51. Wood windows closely matching the style of the original La Bahia windows shall be
incorporated as part of the rehabilitation of the remaining historic bell tower building. This
shall be shown on the building plans and the window type approved by the Zoning
Administrator prior to building permit issuance.

52. A public interpretive display of the original La Bahia shall be incorporated and displayed
within the hotel.

53. Upon demolition of the proposed historic buildings, the site shall be deleted from historic
listing with the exception of the remaining bell tower building that shall remain listed as a
historic resource.

11 Exhibit 4: Final Local Action Notice
A-3-STC-14-0049 (La Bahia)
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54. Prior to occupancy of the hotel, the applicant shall provide the Zoning Administrator with an
agreement between the hotel operator and the Santa Cruz Seaside Company (or successors in
interest), stipulating that anytime when the hotel parking garage is full, patrons of the La
Bahia may use the Main Beach parking lot across the street from the Boardwalk if parking is
available. Nothing in this agreement shall prohibit the owner of the Main Beach parking lot
from charging the operators of the La Bahia to park in this lot.

55. Prior to issuance of a building permit, the applicant shall provide the Zoning Administrator
and Public Works Director with a garage signage plan directing self-parking patrons not
making use of valet parking to park on the second floor of the garage, and a left turn only
sign at the garage exit onto Main Street. All signage shall be in place prior to final
occupancy of the building permit.

56. Final building plans shall indicate that the solar panels shown on plans be dual purpose and
provide both solar hot water and electricity. Roof surfaces that do not include solar panels,
“open space or landscape improvements shall be made “solar ready” by providing conduits for
future electrical connections, as deemed appropriate by the Building Official.

57. Prior to occupancy of the hotel, the applicant shall provide the Zoning Administrator with an
agreement for off-site parking for their employees on weekends and holidays between
Memorial Day weekend and Labor Day weekend and a plan describing a shuttle system to
and from the off-site parking location. '

58. The applicant shall be responsible for costs to the city for compliance with conditions of
approval and mitigation monitoring,

59. Prior to issuance of building permits and/or final inspection for the project, the applicant shall
include provisions which address the following Mitigation Measures and Recommended
Conditions of Approval from the EIR for the project:

MITIGATION MEASURE 1: 4.2-1a — Documentation. Require the project applicant to document
the La Bahia Apartments complex and its setting. This documentation shall include drawings,
photographs, and an historical narrative as outlined below, and developed in consultation with
the City of Santa Cruz Planning and Community Development Department. The documentation
shall be submitted to the Planning Department and to ensure its public accessibility, the
documentation will be filed with the Santa Cruz Public Library and Special Collections Library
at the University of California Santa Cruz.

* Drawings: Existing historic drawings of the La Bahia Apartments, if available, shall be
photographed with large-format negatives or shall be photographically reproduced on Mylar.
In the absence of existing drawings, full-measured drawings of the complex’s plan, exterior
elevations, and courtyard elevations should be prepared.

* Photographs: Photo-documentatio