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MEETING OF THURSDAY, MARCH 12, 2015.

1.

CHANGES TO STAFF REPORT

Commission staff recommends modifications to the staff report dated 2/27/15 in the following
sections of the staff report: Exhibits and Section II (Findings and Declarations). Language to be
added to the findings and conditions is shown in underlined text, and language to be deleted is
identified by strike-out.

A.

Page 6 – Add the following exhibits, as follows:

…
Exhibit No. 26 – Zoning Map
Exhibit No. 27 – Hotels in Area
Exhibit No. 28 – Letter from Campbell Lodging, Inc. dated February 4, 2014
Exhibit No. 29 – Letter from Kosmont Companies to BCP dated March 4, 2014
Exhibit No. 30 – California Coastal Commission staff report for the City of Seal Beach Land Use
Plan dated July 15, 1983
Exhibit No. 31 – City of Seal Beach letter dated March 9, 2015
Exhibit No, 32 –U.S. Army Corps of Engineers, Navigable Waters in Los Angeles District
Exhibit No. 33 – Letter from Melvin Nutter to Commission staff dated March 6, 2015
Exhibit No. 34 – Ex Partes
…

B.

Pages 11-12 – Modify II. B.1., as follows:

…
Sometime after this action, the City of Seal Beach submitted their LCP Land Use Plan (LUP)
which included the 1982 DWP Specific Plan for certification by the CCC. On June 24, 1983
July 28, 1983, the CCC held a public hearing on the City of Seal Beach LUP. Commission staff
recommended that the Commission find that the LUP raise Substantial Issue and the
Commission agreed. The CCC found that the DWP Specific Plan contained unclear policies and
designations for this site. As proposed by the City, the specific plan allowed visitor-serving uses
on the northerly 30% of the DWP parcel and open space uses on the southerly 70% of the DWP
parcel. Visitor serving uses were defined as: “A hotel use and the necessary ancillary support
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uses including, but not limited to, restaurants, service uses, meeting/conference rooms and
banquet facilities.” Permitted uses included a hotel use with a maximum number of rooms or
suites not to exceed 300 without City Council approval, restaurant, retail, and service uses,
meeting conference rooms and a banquet room. Open space uses were defined as: “Public parks,
green belts, bike trails, nature trails, hiking trails, and any active or passive recreational uses
normally located in parks or open spaces, and theater.” Permitted uses included those contained
in Chapter 28, Article 20 of the Seal Beach Municipal Code as authorized by the City Council,
which included public parks, green belts, government buildings, public schools, etc. The uses
proposed within the open space areas of the DWP site had conflicting policies and thus raised
Substantial Issue with the policies of Chapter 3 of the Coastal Act. The conflict arose from a
Specific Plan policy that identified permitted uses in the open space that included government
buildings and facilities, and unspecified uses deemed appropriate by the Planning Commission.
The lack of clearly defined uses could have allowed non-priority, non-public uses within the
open space.
Following the Substantial Issue determination, the CCC held a public hearing July 28, 1983 on
the City of Seal Beach LUP, as submitted (Exhibit No. 30). The Commission denied the LUP as
submitted based on inconsistencies with the Coastal Act. Regarding the DWP site, suggested
modifications were necessary to limit uses within the Open Space designation. Thus, the
suggested modification provided that those uses which were inconsistent with the protection of
70% of the site for open space for parks, trails, active or passive recreation and theatre be
deleted. A suggested modification was made which specifically identified that the open space
uses for the DWP parcel shall contain only the following: public parks, green belts, beaches,
piers, wildlife refuges, tidal marshlands, bicycle trails, nature trails, flood-control basins, floodcontrol channels, parking lots or facilities, and earthquake fault buffer zones (Chapter 28 Article
20, Section 28-2002(1) of the Seal Beach Municipal Code). The Commission then adopted
suggested modifications, which if adopted by the City would bring the Plan into conformance
with provision of the Coastal Act. The Commission found that the hotel, restaurant, retail and
other proposed visitor-serving commercial uses on the remaining portion of the DWP site were
consistent with the Coastal Act.
However, these suggested modifications were never adopted by the City. Therefore, the LUP
was never effectively certified and the Commission’s action on the DWP Specific Plan/LUP
subsequently lapsed. Thus, the standard of review for this application is the Coastal Act. While
these suggested modification regarding the DWP site were never adopted by the City, it does
show the City’s and Commission’s intent in 1983 of preserving the site for priority uses
including lower cost open space park uses and fairly intense hotel and other visitor-serving
commercial uses on the northerly 30% of the DWP site. Such uses are still strongly encouraged,
and approval of development that does not include a significant visitor-serving commercial
component could prejudice preparation of a certifiable LCP for the City of Seal Beach.
2. Previous Commission Staff Comments on Project Site
In 1996, the DWP Specific Plan was amended by the City to reduce the maximum number of
rooms for the hotel use from 300 rooms to 150 rooms, which was not reviewed or approved by
the Commission. Thus, the Commission comments letters discussed below refer to the 150 room
hotel.
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On July 6, 2011 and again on January 9, 2012, Commission staff commented on the Draft
Environmental Impact Report (SCH# 2011061018) for the currently proposed Bay City Partners
DWP project (Exhibit No. 6). The EIRs used the 1996 DWP Specific Plan as a basis for
reviewing the proposal. Among the issues and inconsistencies with the Coastal Act raised in the
Commission staff letters was the proposed change in land use from visitor-serving commercial
(hotel) to residential use. As stated previously, the Commission did not review or approve the
changes to the DWP Specific Plan that resulted in the 1996 DWP Specific Plan. However, in
both the 1982 and 1996 DWP Specific Plans, the visitor serving land use was the designated use.
The applicants were made aware that the past Commission action supported visitor serving uses
on the site. In its letter, Sstaff further reiterated that the DWP site is located in a prime location
along the coast that is well suited for visitor-serving and lower cost visitor and recreation uses.
Each of these uses is a higher priority use in the Coastal Act since each offers an opportunity for
the public to access and enjoy the coast. Residential uses on the other hand are not high priority
uses since they do not provide the same beneficial uses for the broader general public.
…

C.

Page 13 – Modify II. B.4., as follows:

…
4. Local Government Approval
Subsequent to the Commission’s 1983 approval of the Land Use Plan and DWP Specific Plan
with suggested modifications, the City took another action in 1996 on the subject site which
resulted in an updated DWP Specific Plan referenced as the 1996 DWP Specific Plan. The City
allowed the maximum number of rooms or suites for the permitted hotel use in the Specific Plan
under visitor serving uses to be reduced from 300 to 150 rooms. In addition, the definition of
Open space uses was revised to remove any reference to active recreational uses to be allowed
under the open space use designation. Instead, the definition only referenced passive
recreational uses. However, these changes to the Specific Plan were not reviewed nor approved
by the Commission.
…

D.

Page 19 – Modify II. C.2., as follows:

…
2. Applicants’ Analysis of the Feasibility of Hotel Use
Pursuant to the Coastal Act, a hotel use is an ideal use of the project site since a hotel is a visitorserving use that provides for extended stay and use of the coast for a greater segment of the
public than private residential use would provide. Within the City of Seal Beach, there are only
two other hotels located in the Coastal Zone. The Pacific Inn (600 Marina Drive) is located
approximately .35 miles from the DWP site and the Hampton Inn & Suites Seal Beach (2401
Seal Beach Boulevard) is located approximately 2 miles away from the DWP site (Exhibit No.
27). Although these hotels are nearby, they are located either in an industrial area, near the
Boeing facility or in a General Commercial zoned area.
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The applicants have stated that the hotel use and the size of the hotel stated in the Specific Plan
were not based on a feasibility analysis. This is incorrect. Since the 1979 Restoration Plan
proposed by the Coastal Conservancy, feasibility studies for a hotel use on site have been an
ongoing part of the planning for the DWP site. In the 1983 Commission staff report for review
of the City of Seal Beach LCP Land Use Plan (LUP) which included the 1982 DWP Specific
Plan, it discussed these ongoing studies, and also showed the Commission’s historic concern that
the site be used for this type of visitor-serving use:
“Continued economic feasibility studies have been an ongoing part of the planning for the DWP
site. In 1979 in conjunction with the Coastal Conservancy Restoration Plan extensive feasibility
studies were done based on proposed visitor and open space uses. Since that time more recent
economic studies were completed by consultants and used in the City’s adoption of the Specific
Plan (see correspondence from Keyser Martson Associates, Inc., Appendix C).
These economic studies analyzed the feasibility of a 250-350 room hotel and parking on the
DWP to estimate the lease payment for the land. The most recent information concluded:
“Specifically, at the midpoint of the range, i.e. at $15,500 per room, the developer’s lease
payment for land would range from $237,000 for a 250 room facility to $267,000 for one
with 350 rooms.” (letter dated July 28, 1982 from H. Schilling, Keyser Martson Assoc.,
Inc to Mr. Allan Parker, City Manager)
This economic evaluation and correspondence between the City and DWP concerning this
economic evaluation indicate that the City’s proposed specific plan and LUP policies are
feasible and supportable.
Therefore, a hotel use on site has always been an important visitor serving use for the DWP site
as indicated in the LUP approved by the Commission and such use had been evaluated and
supported through historic feasibility analyses.
Prior to the November 2013 Commission hearing, the applicants, in order to determine if hotel
use is a viable use, commissioned several analyses: Analysis of Potential Market Demand and
Statements of Estimated Annual Operating Results for a Proposed Hotel to be located in Seal
Beach, CA prepared by PKF Consulting, USA dated July 31, 2003; Potential Market Demand
and Estimated Operating Results for a Proposed Hotel to be located in Seal Beach, California
prepared by PKF Consulting, USA dated November 6, 2009; and Peer Review and Site Specific
Hotel Feasibility Evaluation prepared by Kosmont Companies date September 2011.
…

E.

Page 23 – Modify II. C.2., as follows:

…
In response to why the adjacent property owners would find the residential option with the
Public Trust easement intact infeasible, the applicants stated that the adjacent neighbors would
object to the revised location of the residential element to more of the center of the site because
they have fought for years to have it in the proposed location. The Commission does not find
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this to be a compelling reason to eliminate design and siting options that could provide an
expanded visitor-serving component on the property.
Additionally, in order to determine the feasibility of a 150 room hotel use on site, an independent
analysis was completed by Campbell Lodging, Inc. dated February 4, 2014. The analysis
concluded that a hotel use was feasible use on site Exhibit No. 28. In response to this analysis,
Kosmont Companies responded to this analysis (Exhibit No. 29) and concluded that their
analysis for a hotel on site was infeasible.
…

F.
…

Page 25 – Modify II. C3., as follows:

Additionally the report states that the site is adjacent to a non-navigable stream. According to the
US Army Corps of Engineers, portions of the San Gabriel River are Navigable Waters of the
U.S. (Exhibit No. 32). Further, as proposed and approved by the SLC Land Exchange
Agreement, the public trust easement that is currently on the portion of the project site proposed
for residential use will be transferred to land and water area within the river. For public trust
purposes, navigability is defined as those waterways that support commerce, recreation and
navigation. Therefore, the portion of the San Gabriel River adjacent to the applicant’s property
is further a navigable waterway, as recognized by the public trust doctrine. The San Gabriel
River is currently used for water skiing and fishing by some members of the public. The
applicants’ supplemental information indicates that there is a seasonal beach and that this is area
can provide access for hand carried watercraft. The applicants’ recognition of the use of the
adjacent San Gabriel River for personal watercraft is that they have revised their proposed
passive park plan to include amenities such as seasonal kayak and stand up paddleboard rentals.
…

G.
…

Page 28 – Modify II. C4., as follows:

Staff indicated that the mitigation requirement would be for the loss of all potential to provide
hotel and other visitor-serving commercial recreational use with the land use designation and
zoning of the property being changed to preclude overnight accommodations on the site. The
Commission normally assesses an appropriate mitigation fee on a project providing overnight
accommodations when there is such a proposal before them. In this case, the applicants are not
proposing overnight accommodations. Therefore, the Commission cannot determine the
appropriate mitigation at this time. Therefore, a fee that only mitigated a percentage of hotel
rooms, as proposed (which is typically imposed if an applicant is providing luxury rate hotel
rooms at the expense of low or moderate cost rates) was not adequate.
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March 4, 2014
Edward Selich
Bay City Partners
627 Bayside Drive
Newport Beach, CA 92660
Re: Application 5-13-003; Review of Campbell Lodging Letter of February 4, 2014
Dear Mr. Selich:
Kosmont Companies (“Kosmont”) has reviewed the Campbell Lodging letter
(“Campbell Report”) that purports to show a 150-room hotel would be feasible on the
3+ acre site at 1st street and Marina Drive in Seal Beach (“Site”). We found several
flaws in the Campbell report, including a site plan that placed the hotel on adjacent
property not owned by Bay City Partners, the Applicant.
Since hotel market analysis is a specialized field, Kosmont utilized the services of
PKF Consulting in December 2013 to determine market demand and likely room
rates for various hotel product types used in the Kosmont feasibility report that was
submitted to Coastal Commission in January 2014.
Kosmont and PKF have reviewed the Campbell Report. Kosmont and PKF concur
that that the Campbell Report includes data from and based on luxury hotels with
demand diversity that is premised on residing in superior locations, and as such
represent inappropriate comparables to the subject site. Further, the Campbell
Report uses a select service hotel product type, and that based on industry data and
experience, the projected range of room rates and occupancy rates shown by
Campbell are not achievable given the Hyatt Place select service product type
suggested by Campbell. A letter from PKF Consulting identifying the primary faults in
the data sample used by Campbell is attached.
In summary, the Seal Beach site will not support a new hotel, as the site’s location
and competitive properties result in local market demand that is insufficient to
generate room rates and occupancy rates that are high enough to support the cost of
building a new hotel anywhere on the 10-acre site. Further, PKF concludes that
Campbell Lodging, Inc.’s projections for revenue generating potential for a hotel on
the Site are unfounded and warrant further examination.
Sincerely,

Larry J. Kosmont, CRE®
President & CEO
Attachment: PKF Letter
865 South Figueroa Street

35th Floor Los Angeles CA 90017 ph 213.417.3300 fx 213.417.3311 www.kosmont.com
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March 4, 2014

Mr. Edward Selich
Bay City Partners
627 Bayside Drive
Newport Beach, California 92660
Re: Application 5-13-003; Review of Campbell Lodging Inc Letter of February 4, 2014
Dear Mr. Selich:
We have reviewed the report provided by Campbell Lodging, Inc. for a proposed 150-unit
Hyatt Place hotel to be located at the western quadrant of the Pacific Coast Highway and
1st Street intersection in the City of Seal Beach, California. It is our understanding that
Campbell Lodging, Inc. deemed the development of a proposed 150-unit Hyatt Place hotel
feasible at the subject site. Based on our knowledge of the local competitive market, as
well as the general operational performance of Hyatt Place properties in similar Southern
California markets, we are of the opinion that the projected stabilized occupancy and
average daily rate for the proposed select-service property are unreasonable for a Hyatt
Place on the subject site.
In connection with their analysis, Campbell Lodging, Inc. ran a Smith Travel Research
(STR) report on a set of hotel properties located in the cities of Seal Beach, Long Beach,
Huntington Beach, and Newport Beach to derive the stabilized occupancy and average
daily rate for the proposed subject; these hotels include: Hampton Inn in the Seal Beach,
the Residence Inn and DoubleTree in Long Beach, the Hyatt Regency and Hilton in
Huntington Beach, as well as the Marriott in Newport Beach. This competitive set
represents two full-service resort hotels (the Hyatt Regency and Hilton in Huntington
Beach), one full-service group, corporate, and resort hotel (the Marriott in Newport Beach),
and extended-stay and full-service hotels in the City of Long Beach, both of which cater to
local demand generators. Campbell’s report fails to address the type of demand for the
subject in Seal Beach, which is derived from the transient leisure guests to the local
beaches, as well as to the corporate and group travel segments, mainly due to the presence
of Boeing and the Naval Weapons Base. This group of hotels caters to a diverse demand
set—none of which are relevant to the subject site. While the subject site is near the ocean,
it could not be considered an oceanfront hotel.
Campbell’s analysis also assumes that the subject would be branded as a Hyatt Place and
positioned as a select-service property with a three-story height limitation on the northern
portion of the subject site without direct beach frontage. A select-service property is
characterized by reduced amenities with an emphasis on guestrooms. With its isolated and
hard to find location, the subject will be charged with the responsibility of inducing its own

PKF Consulting USA | 865 S. Figueroa Street, Suite 3500 | Los Angeles, CA 90017
TEL: 213-680-0900 | FAX: 213-623-8240 | www.pkfc.com
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demand rather than feeding off of what currently exists in the market. The subject will also
be challenged to attract higher-rated leisure and group travelers without desirable facilities,
such as a spa and adequate meeting space, or area amenities. Furthermore, its coastal
orientation places the subject farther from commercial demand generators in the
immediate area, making it a less desirable lodging option for those who wish to remain
proximate to the areas in which they are doing business. It should be noted that the Hyatt
Place select-service product and brand specifications offer extremely limited food and
beverage options, thereby limiting the subject’s potential to generate substantial food and
beverage revenues. As such, we find it unreasonable that the subject property under this
scenario, with its limited facilities and amenities, as well as its inferior beach fronting
orientation and proximity to area demand generators, will be able to compete with the
aforementioned full-service and extended-stay properties and command the projected
stabilized occupancy and average daily rate used to reach Campbell’s conclusions.
Campbell Lodging, Inc. gives no indication that they did any field work to produce their
analysis other than to run a STR report on a non-comparable set of hotel properties and
uses a set of general assumptions as to the performance of the subject property. At an
estimated cost of $29,400,000, or $196,000 per room, we believe the projected cost for
the development of a select-service property to be reasonable; however, we are of the
opinion that Campbell Lodging, Inc.’s projections for the subject’s revenue generating
potential are unfounded and warrant further examination.
We appreciate the opportunity to work on this assignment and look forward to answering
any questions you may have regarding our conclusions presented herein.
Sincerely,
PKF Consulting USA

By Bruce Baltin
Senior Vice President

Bay City Partners – Seal Beach, California
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STATEMENT OF ASSUMPTIONS AND LIMITING CONDITIONS
This report is made with the following assumptions and limiting conditions:
Economic and Social Trends - The consultant assumes no responsibility for economic, physical or demographic
factors which may affect or alter the opinions in this report if said economic, physical or demographic factors
were not present as of the date of the letter of transmittal accompanying this report. The consultant is not
obligated to predict future political, economic or social trends.
Information Furnished by Others - In preparing this report, the consultant was required to rely on information
furnished by other individuals or found in previously existing records and/or documents. Unless otherwise
indicated, such information is presumed to be reliable. However, no warranty, either express or implied, is
given by the consultant for the accuracy of such information and the consultant assumes no responsibility for
information relied upon later found to have been inaccurate. The consultant reserves the right to make such
adjustments to the analyses, opinions and conclusions set forth in this report as may be required by
consideration of additional data or more reliable data that may become available.
Hidden Conditions - The consultant assumes no responsibility for hidden or unapparent conditions of the
property, subsoil, ground water or structures that render the subject property more or less valuable. No
responsibility is assumed for arranging for engineering, geologic or environmental studies that may be required
to discover such hidden or unapparent conditions.
Hazardous Materials - The consultant has not been provided any information regarding the presence of any
material or substance on or in any portion of the subject property or improvements thereon, which material or
substance possesses or may possess toxic, hazardous and/or other harmful and/or dangerous characteristics.
Unless otherwise stated in the report, the consultant did not become aware of the presence of any such material
or substance during the consultant’s inspection of the subject property. However, the consultant is not qualified
to investigate or test for the presence of such materials or substances. The presence of such materials or
substances may adversely affect the value of the subject property. The value estimated in this report is
predicated on the assumption that no such material or substance is present on or in the subject property or in
such proximity thereto that it would cause a loss in value. The consultant assumes no responsibility for the
presence of any such substance or material on or in the subject property, nor for any expertise or engineering
knowledge required to discover the presence of such substance or material. Unless otherwise stated, this report
assumes the subject property is in compliance with all federal, state and local environmental laws, regulations
and rules.
Zoning and Land Use - Unless otherwise stated, the projections were formulated assuming the hotel to be in full
compliance with all applicable zoning and land use regulations and restrictions.
Licenses and Permits - Unless otherwise stated, the property is assumed to have all required licenses, permits,
certificates, consents or other legislative and/or administrative authority from any local, state or national
government or private entity or organization have been or can be obtained or renewed for any use on which the
value estimate contained in this report is based.
Engineering Survey - No engineering survey has been made by the consultant. Except as specifically stated, data
relative to size and area of the subject property was taken from sources considered reliable and no
encroachment of the subject property is considered to exist.
Subsurface Rights - No opinion is expressed as to the value of subsurface oil, gas or mineral rights or whether
the property is subject to surface entry for the exploration or removal of such materials, except as is expressly
stated.
Maps, Plats and Exhibits - Maps, plats and exhibits included in this report are for illustration only to serve as an
aid in visualizing matters discussed within the report. They should not be considered as surveys or relied upon
for any other purpose, nor should they be removed from, reproduced or used apart from the report.
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STATEMENT OF ASSUMPTIONS AND LIMITING CONDITIONS
(continued)
Legal Matters - No opinion is intended to be expressed for matters which require legal expertise or specialized
investigation or knowledge beyond that customarily employed by real estate consultants.
Right of Publication - Possession of this report, or a copy of it, does not carry with it the right of publication.
Without the written consent of the consultant, this report may not be used for any purpose by any person other
than the party to whom it is addressed. In any event, this report may be used only with proper written
qualification and only in its entirety for its stated purpose.
Testimony in Court - Testimony or attendance in court or at any other hearing is not required by reason of
rendering this report, unless such arrangements are made a reasonable time in advance of said hearing. Further,
unless otherwise indicated, separate arrangements shall be made concerning compensation for the consultant's
time to prepare for and attend any such hearing.
Archeological Significance - No investigation has been made by the consultant and no information has been
provided to the consultant regarding potential archeological significance of the subject property or any portion
thereof. This report assumes no portion of the subject property has archeological significance.
Compliance with the American Disabilities Act - The Americans with Disabilities Act ("ADA") became effective
January 26, 1992. We assumed that the property will be in direct compliance with the various detailed
requirements of the ADA.
Definitions and Assumptions - The definitions and assumptions upon which our analyses, opinions and
conclusions are based are set forth in appropriate sections of this report and are to be part of these general
assumptions as if included here in their entirety.
Dissemination of Material - Neither all nor any part of the contents of this report shall be disseminated to the
general public through advertising or sales media, public relations media, news media or other public means of
communication without the prior written consent and approval of the consultant(s).
Distribution and Liability to Third Parties - The party for whom this report was prepared may distribute copies
of this report only in its entirety to such third parties as may be selected by the party for whom this report was
prepared; however, portions of this report shall not be given to third parties without our written consent.
Liability to third parties will not be accepted.
Use in Offering Materials - This report, including all cash flow forecasts, market surveys and related data,
conclusions, exhibits and supporting documentation, may not be reproduced or references made to the report
or to PKF Consulting in any sale offering, prospectus, public or private placement memorandum, proxy
statement or other document ("Offering Material") in connection with a merger, liquidation or other corporate
transaction unless PKF Consulting has approved in writing the text of any such reference or reproduction prior
to the distribution and filing thereof.
Limits to Liability - PKF Consulting cannot be held liable in any cause of action resulting in litigation for any
dollar amount which exceeds the total fees collected from this individual engagement.
Legal Expenses - Any legal expenses incurred in defending or representing ourselves concerning this assignment
will be the responsibility of the client.
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LOS ANGELES DISTRICT
Navigable Waters in Los Angeles District
This table lists Navigable Water only and does not include other non-navigable water of the U.S. that may be managed under Section 404 of the Clean Water Act

Body of Water

County/State

Agua Hediona Lagoon

San Diego County

Alamitos Bay
Alamo River

Los Angeles County
Imperial County

Anaheim Bay

Orange County

Arroyo Hondo
Ballona Creek
Batiquitos Lagoon

Santa Barbara County
Los Angeles County
San Diego County

Bolsa Bay

Orange County

Buena Vista Lagoon
Butano Creek
Calleguas Creek
Camp Pendelton Harbor
Carpinteria El Estero Marsh
Chorro Creek

Remarks
CG--TO 2.5 ft MSL. Coe--TO
2.5 ft MSL.
TO MHW Small boat harbor
Nonnavigable
CG-Entire Bay. COE--To 2.5 ft
MSL.
CG--TO SR 101
COE--TO 206 ft MSL.
COE TO Mile 2.5 ft MSL
CG--TO MHW. COE--TO 2.5 ft
MSL.

Authority
D11 Memo 29 Mar 80. CoE LTR 29
Nov 72.
D11 Memo 25 Jan 74.
D11 Memo 14 May 76
D11 Memo 27 May 80. COE LTR 6
Feb 79
D11 LTR 7 Sep 79
COE LTR 29 Nov 72
COE LTR 29 Nov 72
D11 Memo 22 Jan 80. COE LTR 29
Nov 72

CG Nonavigable. COE to 2.5 ft COMDT ltr dtd 15 sep 75. COE ltr dtd
MSL
29 Nov 72.
CG to mile 1.7. COE to mile 1.4
San Luis Obispo County
D12 ltr 6 feb 79. COE ltr 2 aug 71
San Gregoria.
Ventura County
COE to 2.5 ft MSL
COE ltr 29 nov 72
San Diego County
Military
COE ltr 17 feb 58
Santa Barbara County CoE to 2.5 ft MSL
CoE ltr 29 nov 72
San Luis Obispo County CG to mile 1.2. COE to mile 11 D12 ltr 6 feb 79. COE Note 15 Jul 78
San Diego County

Arizona V. CA.,283 US 423
(1931) & Arizona V. CA., 298
US 558 (1936)

Colorado River: Mexican Border to Hoover Dam
Colorado River: Hoover Dam to Grand Wash

Lake Mead
CoE LTR 2 Jan 75
No CG Determination CCGD11
CoE LTR 8 Nov 73
(oan) LTR 16590 6 Feb 87

Colorado River: Grand Wash to Glen Canyon Dam
Colorado River: Glen Canyon Dam to Cataract
Canyon (Mile 176)
Colorado River: Cataract Canyon to Utah-Colorado
Boarder
Colorado River: 4.5 Miles Below Green River to
Castle Creek (just above MOAB)
Colorado River: Utah-Colorado Boarder to Grand
Junction
Devareaux Ranch Lagoon
Santa Barbara County
Domingez Channel
Los Angeles County
Franklin Creek Carpinteria Valley Watershed
Santa Barbara County
Project
Gila River

Arizona

Goleta Slough

Santa Barbara County

Greenville-Banning Channel

Orange County

US V. Utah. 283 US 64 (1931)
G-LMI LTR 16211           30 Nov 77

CoE LTR 15 Feb 72
COE to 2.5 ft MSL.
CG to Vermont Ave

COE ltr 29 nov 72
D11 dl Memo 21 Jul 81

Nonnavigable

D11 ltr 5 jan 76

Between Coolidge Dam &
Painted Rock Dam
CG to MHW. CoE to 2.5 ft
MSL.
CG to 19th st bridge

COMDT ltr 12 nov 69. CoE ltr 29 nov
72.
D11 Memo 9 feb 78
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Irwindale Quarry
Lake Powell

Los Angeles County
AZ/Utah

LA Plaeta Creek

San Diego County

Las Chollas Creek

San Diego County

Nonnavigable
CG to SD & AE Crossing.
National City to San Diego &
Arizona E RR BR.
CG to mile 0.35

D11 memo 17 jan 80

D11 memo 16 jun 80

Newport Bay (Upper)
New River
Otay River
Pismo & Arroyo Grande Creeks
Playa Del Ray Harbor
Port Hueneme
Port San Luis
Redondo Beach
Salton Sea
San Antonio Creek

D11 memo 17 jul 78
D11 memo 23 aug 78. COE ltr 17 feb
Los Angeles County
CG to MHW. COE to to mile 8
58.
CG to PCH Bridge/MHW. CoE D11 memo 23 aug 78. CoE LTR 29
Los Angeles County
to 2.5 ft MSL.
nov 72.
CG to I-5 Bridge. CoE to 2.5 ft D11 memo 5 mar 86. CoE LTR 29 nov
San Diego County
MSL.
72.
San Diego County
CoE to 2.6 ft MSL.
CoE LTR 29 nov 72
CG to MHW. CoE to 2.4 ft
San Luis Obispo County
D12 ltr 6 feb 79. CoE LTR 29 Nov 72.
MSL.
CG Undetermined. CoE to 2.5
Ventura County
COE LTR 29 Nov 72
ft MSL.
Orange County
CoE to 2.5 ft MSL.
COE LTR 29 Nov 72
Imperial County
Nonnavigable
D11 MEMO 18 Mar 77
San Diego County
CG to MHW
D11 memo 22 mar 77
San Luis Obispo County CoE to 2.5 ft MSL
CoE ltr 29 nov 72
Los Angeles County
Ventura County
San Luis Obispo County Tidal
Los Angeles County
CoE LTR 17 feb 58
Imperial County
Nonnavigable
COMDT ltr 3 jan 61
Santa Barbara County Nonnavigable
D11 memo 26 sep 79

San Diego River

San Diego County

Los Angeles/Long Beach Harbor
Los Angeles River
Los Penasquitos Lagoon
Mission Bay (Upper)
Morro Bay (Lower)
Mugu Lagoon

San Diego Bay (lower)
San Dieguito River
San Elijo Lagoon
San Gabriel River
San Juan Creek
San Luis Rey River
San Luis Obispo Creek
San Mateo Creek
San Pedro Creek
San Simeon Bay
San Simeon Creek
Santa Ana River
Santa Barbara Harbor
Santa Clara River

D11 memo 30 sep 76. COE ltr 29 nov
72.
San Diego County
COE LTR 29 nov 72
D11 memo 8 mar 85. COE ltr 29 nov
San Diego County
CG to I-5. Coe to 2.5 ft MSL.
72.
San Diego County
Coe to 2.5 ft MSL.
COE LTR 29 nov 72
CG to 7th street bridge. COE to D11 memo 16 sep 80. COE LTR 6 feb
Orange County
2.5 ft MSL.
79.
COE LTR 29 Nov 72
Orange County
CoE to 2.6 ft MSL.
CG to route 76. COE to 2.5 ft D11 memo 12 feb 79. COE ltr29 nov
San Diego County
MSL.
72.
CG to mile 1.3. COE to 2.5 ft
San Luis Obispo County
D12 LTR 6 feb 79. CoE ltr 29 nov 72.
MSL Pismo Beach.
San Diego County
Coe to 2.6 ft MSL.
COE ltr 29 nov 72.
Santa Barbara County Nonnavigable
D11 memo 1 may 78
San Luis Obispo County Coe to 2.5 ft MSL.
CoE ltr 29 nov 72.
San Luis Obispo County CG to mile 0.5. Camisria.
D12 ltr 6 feb 79
Orange County
CG to 19th street bridge.
D11 memo 9 feb 78.
Santa Barbara County CoE-D11 memo 3 jun 87. D11 memo 29
CG Nonnavigable
Ventura County
Nov 72.

Santa Margarita River

San Diego County

Santa Maria River
Santa Ynez River
Sweetwater River
Talbert Flood Control Channel

Santa Barbara County
Santa Barbara County
San Diego County
Orange County

Tecolate River

San Diego County

Tecolotilo Creek
Tijuana Estuary
Ventura River

Santa Barbara County
San Diego County
Ventura County

CG to mean high water. COE
to 2.7 ft MSL.
Coe to 3 ft MSL.

CG Nonnavigable. CoE to 2.5 ft D11 memo 16 nov 78. CoE ltr 29 nov
MSL.
72.
CoE to 2.5 ft MSL.
CoE LTR 29 nov 72
CoE to 2.5 ft MSL.
CoE LTR 29 nov 73
CG to mile 0.8
COMDT LTR 23 jan 76
CG to mean high water
D11 (d1) memo OF 26 july 84.
CG to MHW.        Mission Bay,
D11 memo 27 jan 78.
San Diego
CG to Fowler St. Bridge.
COMDT LTR 12 nov 69
CoE to 2.5 ft. M.S.L.
CoE LTR 29 Nov 72
CoE--TO 2.6 ft M.S.L
CoE LTR 29 Nov 72
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MELVIN L. NUTTER __________________________________________
ATTORNEY AT LAW

200 OCEANGATE, SUITE 850
LONG BEACH, CALIFORNIA 90802-4353

Telephone (562) 432-8715
Facsimile (562) 491-0907
E-mail: MelNutter@alum.pomona.edu

March 6, 2015
Chair Steve Kinsey and Commissioners
California Coastal Commission
Suite 2000
45 Fremont St.
San Francisco, CA 94105
Re:

Permit Number 5-13-1233
Item No. TH13b
Hearing: March 12, 2015
Opposition to Project

Permit No. 5-13-1233
Bay City Partners

Dear Chair Kinsey and Commissioners:
By insisting that a private housing development is the only economically viable use for the Seal
Beach DWP Site, the applicants are confusing profitability with the Coastal Act test of feasibility.
Visitor serving uses in the Coastal Zone are preferred over residential uses. Section 30213
provides that “Lower cost visitor and recreational facilities shall be protected, encouraged, and,
where feasible, provided. Developments providing public recreational opportunities are
preferred.” Section 30108 provides that feasible “means capable of being accomplished in a
successful manner within a reasonable period of time, taking into account economic,
environmental, social, and technological factors.”
The applicants’ primary objection to the staff recommendation is based on the argument that
providing a hotel on the site is not feasible. Your staff analysis concerning hotel and other
visitor serving use possibilities adequately responds to the objection.
There is a serious flaw in the hotel analysis presented by the applicants. Unfortunately, the
focus of the applicants’ studies is profitability. The Coastal Act asks that you consider feasibility,
not profitability.
The applicants’ various financial reports focus on the return that they would like to make on
their investment, taking into account the original purchase price and the years they have held
the property.
The feasibility question for the Coastal Commission is, “Can a hotel operator build and operate
a hotel economically on this site?” Assuming that you believe this is a proper location for a
hotel or other visitor serving facilities, that is the question you need to answer.
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The current owners purchased property with a visitor serving land use designation.
Nevertheless, the historical price paid for the land and the lost opportunity cost of holding it for
several years, has nothing to do with current feasibility because economic feasibility is a
forward looking, not backward, analysis.
For a contrasting perspective of hotel feasibility, please consider the attached copy of a letter
from Campbell Lodging, Inc. dated February 4, 2014. The letter is referenced in Appendix 1 of
the staff report as a substantive file document.
The provision of private housing on this site would ignore the Coastal Act’s policy directive
contained in Section 30213 and therefore you should deny this application.
Very truly yours,

Melvin L. Nutter
MLN/cc

Enclosure as Stated
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STATE OF CALIFORNIA - NATURAL RESOURCES AGENCY

EDMUND G. BROWN, Jr., Governor

CALIFORNIA COASTAL COMMISSION
South Coast Area Office
200 Oceangate, Suite 1000
Long Beach, CA 90802-4302
(562) 590-5071

Th 13b
Filed:
180th Day:
Staff:
Staff Report:
Hearing Date:

10/21/14
4/19/15
F. Sy-LB
2/27/15
3/12/15

STAFF REPORT: REGULAR CALENDAR
Application No.:

5-13-1233

Applicants:

Bay City Partners, LLC, City of Seal Beach and Marina Beach
House

Agent:

Edward Selich, Howard Zelefsky and Susan McCabe

Location:

Southwest corner of 1st Street and Marina Drive, Seal Beach
(Orange County)

Project Description:

Subdivision of a 10.9 acre vacant, former power plant (DWP)
site into two parcels; subdivision of the 4.5 acre parcel into 32
single-family (custom-home) residential lots and installation
of street and drainage improvements; construction of a passive
open space park with master plan on the 6.4 acre remainder
parcel; lot line adjustment and street vacation.

Staff Recommendation:

Denial

SUMMARY OF STAFF RECOMMENDATION
The 10.9 acre project site is the former site of the Department of Water and Power (DWP) steam
energy generating facility which operated from 1925 until 1967 when it was demolished. In the mid
1980s, the site underwent environmental cleanup and remediation and in 2003 the property was sold
to Bay City Partners, LLC (BCP), the current owners of the site. The project site is located along
the east side of the San Gabriel River in the City of Seal Beach, seaward of Pacific Coast Highway
(PCH). The project site is also contiguous with and inland of the public oceanfront recreational
facility known as the River’s End Staging Area (RESA), which is adjacent to both the beach and
San Gabriel River. The RESA is a popular staging area for windsurfers and also provides parking
for cyclists and pedestrians who recreate on the approximately 28-mile long San Gabriel River Trail
which runs from the foot of the San Gabriel Mountains and terminates at the public beach.
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Therefore the project site is considered to be both riverfront and oceanfront. Such a large vacant
site, under single ownership, is ideally suited to carry out the recreation and public access provisions
of the Coastal Act that require that; (1) oceanfront land suitable for recreational use be protected and
developed with uses supporting public or commercial recreational activities (CA Section 30221);
(2) the use of private lands suitable for visitor-serving commercial recreational facilities designed to
enhance public opportunities for coastal recreation have priority over private residential
development (CA Section 30222); (3) upland areas necessary to support coastal recreational uses be
reserved for and developed with such uses (CA Section 30223); (4) lower cost visitor and
recreational facilities, including overnight accommodations , be provided, and (5) developments
providing public recreational opportunities are preferred (CA Section 30213).
The site has been designated open space and zoned in the DWP Specific Plan for visitor-serving
hotel and park use by the local government for more than 30 years and that is the land use
designation approved by the Commission in its action on the Seal Beach LCP Land Use Plan (LUP)
in 1983. Nevertheless, the applicants seek to develop the site with a private, custom-home, single
family residential subdivision and large open space passive park to be a buffer between the
residential use and the public beach and River’s End public recreational area. The proposed
residential subdivision also incorporates land within the adjacent existing recreational boating
support facility located along the San Gabriel River on the northern portion of the site, owned by
Marina Beach House, one of the co-applicants. The adjacent site is zoned Service Commercial
(SC). To accommodate the proposed residential project, the City approved a zone change from SC
to DWP Specific Plan to allow the proposed residential use. Conversion of land area designated and
used for higher priority recreational boating support use to lower priority residential use is
inconsistent with the Coastal Act and invites potential conflict between the new residents and the
continuation of boating support use of the adjacent site.
Several discretionary approvals by the local government were required to allow residential use of
the site, including: General Plan Amendment 11-1, DWP Specific Plan Amendment 11-1, Zoning
Map Amendment 11-1, Tentative Tract Map (TTM) 17425 and Lot Line Adjustment 13-1. None of
the City’s zoning actions for this site have been certified by the Commission as there is no certified
LCP. Approval of the proposed development which relies on conversion of the land use designation
and rezoning of the property to allow for non-priority uses in the absence of a certified LCP would
prejudice preparation of a certifiable LCP by the City inconsistent with Section 30604 (c) of the Act.
Preparation of a certifiable LCP would include a comprehensive analysis of the supply and demand
for visitor-serving and public recreational facilities within the City’s coastal zone.
This application was before the Commission in November 2013 and staff was recommending denial
of the proposed development for all the same reasons noted above. In addition, a portion of the
proposed residential land use area was encumbered by a public trust easement, thereby prohibiting
the use of the land for private residential purpose. At that time, BCP had applied to the State Lands
Commission (SLC) to remove the public trust easement from the proposed residential area on the
project site through a title settlement and land exchange agreement. In August 2014, through a
formal dispute resolution, the Commission confirmed the SLC action was required prior to filing the
application complete. On October 14, 2014, SLC approved the termination of the public trust
easement from a portion of the project site where residential development is proposed, encumbered
other areas on the project site with a public trust easement, and required that $2.71 million be paid
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to the Kapiloff Land Bank Fund as mitigation (as more fully described in Section C. 5. of this staff
report and Exhibit No. 19).
The Coastal Act dictates that private lands suitable for visitor-serving commercial recreational
facilities be developed with such uses. The subject site is adjacent to substantial public recreational
opportunities, including water-related coastal recreational activities of swimming, surfing, kitesurfing, kayaking and stand-up paddle boarding and land-born coastal recreational activities
including biking, jogging, strolling and fishing along the San Gabriel River mouth and Seal Beach
beach area. Therefore, the subject 10.9 ac site should be developed with visitor-serving uses that
would enhance the public’s enjoyment of these coastal resources. The applicant proposes a 6 acre
passive park to meet the Coastal Act requirement for visitor-serving commercial and recreational
use of the property. It is noted that there is already an existing public park (Marina Park and
Community Center) across Marina Drive from the project site.
In the initial application the proposed passive park had very limited amenities and the Agreements
between the City and Bay City Partners and the Specific Plan are very restrictive concerning the
amenities allowed. Since the November 2013 hearing, the applicants have revised the project
description to include the actual construction of the park (prior to occupancy of the first residence)
and added amenities, including free play lawn area, bicycle repair station and water bottle filling
station, seasonal kayak and stand up paddleboard rental station; and seasonal and year round bicycle
rental station that would take advantage of recreational use of the adjacent river and regional bike
trail. However, even with the modifications, the proposed passive park is not sufficient to meet
demand for public or visitor-serving commercial and recreational facilities that could be
accommodated on the property.
In 2011, the Seal Beach Chamber of Commerce submitted a letter to the Commission in response to
the staff report recommendation for a RESA improvement project, stating that the RESA
improvements will “increase utility of [the] river area….[which] in turn will benefit the City, the
business community and visitor serving uses of our river trail.” The letter concluded that the RESA
improvements will attract visitors to Main Street and the Pier” and “encourage both residents and
1
visitors to enjoy the Seal Beach community in a new, deeper way.” Passive habitat parks are
normally associated with development sites that contain sensitive habitats, including former or
degraded habitats that are being restored or protected. However in this case, no sensitive habitat
exists on the project site and a passive habitat park is instead proposed to be created.
Because of its ideal location immediately inland of the beach, adjacent to the river and a commercial
recreational boating services facility, with the Los Alamitos Bay Marina and associated marinerelated and visitor-serving uses just across the river, there are higher priority uses for the project site
that would be consistent with Chapter 3 policies of the Coastal Act. Higher Coastal Act priority
uses of the site include but are not limited to visitor-serving commercial uses, such as hotels/motels
or other overnight accommodations; lower-cost visitor and recreational facilities, such as camping
or RV park; public recreational opportunities, such as passive or active parkland; commercial
visitor-serving facilities, such as restaurants and retail/markets; and/or mixed-use development
including any of the above uses with a residential component on the upper floors with visitor1

http://documents.coastal.ca.gov/reports/2011/9/W13a-9-2011.pdf. Exhibit No. 5, page 1.
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serving commercial uses located on the ground floor. Such options would provide higher priority
visitor-serving uses on the site as an alternative to the primarily residential development currently
proposed. Subsequent to the withdrawal of the application heard by the Commission in November,
2013 the applicants commissioned a feasibility analysis of various visitor-serving uses of the project
site (Exhibit No. 21 and No. 22). The applicants contend that none of these visitor-serving uses are
feasible.
As detailed in Sections C. 2 and 3. of this staff report, staff does not agree with this conclusion for
a number of reasons. The majority of feasibility analyses are based on the rate of return taking into
consideration the $4.5 million purchase price of the land by this owner in 2003. Throughout the
process of local review, the applicant was given no reason to assume the Commission’s past actions
which identified visitor-serving commercial and recreational use, and preferably a hotel or motel, as
the priority use for the site pursuant to the Coastal Act, would change. Previous studies dating back
to demolition of the power plant have identified the site should be reserved for such uses and such
uses were incorporated in the City’s LCP Land Use Plan when it was approved by the Commission.
The Commission is not responsible for guaranteeing a certain rate of return on a property but is
charged with implementing the Coastal Act. The proposed primarily single family residential
development with a passive, open space park does not meet the requirements of the public access
and recreation policies of the Coastal Act for the property which is between the ocean and first
public roadway. The submitted analysis supports the fact the owner is interested in developing
residential use and not a hotel. Staff believes it is feasible for development of this site to provide
some meaningful visitor-serving options designed to meet the user demands of the bicyclists and
watersport enthusiasts that are drawn to the site due to its waterfront location along both the Pacific
Ocean and the San Gabriel River, and nearby supporting commercial and recreational uses. Such
uses would also be consistent with the public trust and the land exchange agreement with State
Lands or payment of the $2.7 million would not be necessary. For these reasons stated above, staff
recommends the Commission DENY the proposed use of the project site for 32 single family
residences and a passive open space park.
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I.

MOTION AND RESOLUTION

Motion:
I move that the Commission approve Coastal Development Permit No. 5-13-1233 for the
development proposed by the applicant.
Staff recommends that the Commission DENY the Coastal Development Permit application by
voting NO on the following motion and adopting the following resolution.
Resolution:
The Commission hereby DENIES a Coastal Development Permit for the proposed
development on the ground that the development will not conform to the policies of Chapter
3 of the Coastal Act and will prejudice the ability of the local government having
jurisdiction over the area to prepare a Local Coastal Program conforming to the provisions
of Chapter 3. Approval of the permit would not comply with the California Environmental
Quality Act because there are feasible mitigation measures or alternatives that would
substantially lessen the significant adverse impacts of the development on the environment.
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II.

FINDINGS AND DECLARATIONS:

The Commission hereby finds and declares:

A. PROJECT DESCRIPTION AND LOCATION
1. Project Description
The coastal development permit (CDP) application is a joint application between the City of Seal
Beach and Bay City Partners, LLC (BCP), the landowner, for the approval of a passive open space
park master plan and a thirty-two lot residential development (Exhibit No. 1) on the former 10.9
acre Department of Water and Power (DWP) site. Currently, the project site consists of eight legal
lots. The City approved a Tentative Tract Map which would subdivide the property into a 4.5 acre
parcel with thirty-two residential lots and a 6.4 acre remainder parcel. BCP will install the street
and drainage improvements, but the lots will be occupied by custom designed residences. The City
will construct the improvements to the passive open space park (6.4 acre total remainder parcel) at
some point in the future, if BCP sells the land to the City based upon the terms of the 2011
Settlement Agreement between the parties. BCP owns the former DWP site which includes the
“sewer parcel” and the adjacent “driveway parcel” that provide vehicular and pedestrian access to
the adjacent oceanfront Rivers End Staging Area (RESA) from 1st Street, as well as a parcel that
consists of a portion of the San Gabriel River and a portion of the San Gabriel River Trail. Based
upon a 2011Settlement Agreement (Settlement), as modified by the 2012 Disposition and
Development Agreement (DA) between the City and BCP, the City has the “driveway” and the “San
Gabriel River Trail” parcels under lease until March 2015, but upon issuance of a CDP from the
California Coastal Commission (CCC) for the residential project as proposed (known as the
“Proposed Residential Project”), the City will get, at no cost, fee title to the “sewer”, “driveway”,
the “San Gabriel River Trail” parcels and the open space park (Exhibit No. 2). In turn, BCP will
get fee title to a portion (approximately 7,600 square feet) of the City-owned land (right-of-way) at
the corner of 1st Street and Marina Drive (Exhibit No. 2). However, if the Commission does not
approve the “Proposed Residential Project”, BCP will not convey the 6.4 passive open space park to
the City and the “driveway parcel”, “sewer parcel” and “San Gabriel River Trail parcel” leases
terminate 30 days from the date of Commission denial of the residential subdivision.
The CDP application also includes a lot line adjustment between two properties, a northern portion
of the subject project site and an adjacent northern property. The adjacent northern property was
zoned Service Commercial and is developed with an existing recreational boating support facility
(boat repair and dry boat storage area) use. As a result of the lot line adjustment, a portion of that
property will be incorporated into the DWP site and has been re-zoned Specific Plan Regulation
Zone (SPR) in Zoning Map Amendment 11-1 to allow residential use in accordance with the DWP
Specific Plan Amendment 11-1. The applicants in exchange will give up a portion of the existing
DWP property to that northern landowner.
The future passive open space park will consist of four native plant communities: Coastal Sage
Scrub, Native Grasslands, Riparian/Freshwater Marsh, and Coastal Trees. Additionally, the passive
open space park area will contain the following (Exhibit No. 3):
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1) Two water quality treatment areas that are designed to have a dual function to treat runoff
from both the passive open space park area and the residential area and serve as part of the
riparian area;
2) Vista Rest Area and Interpretative Center with free Wi Fi, a seat wall with shaded trellis,
bicycle racks and interpretative elements;
3) Paved trail from the San Gabriel River Trail to the Interpretative Center and to Ocean
Avenue;
4) Decomposed granite trail throughout the open space;
5) Fitness trail with fitness trail (exercise) stations;
6) Benches; picnic tables and areas;
7) San Gabriel River Trailside Signage;
8) San Gabriel River Trailside Rest Area located at the entrance to the passive open space park
from the San Gabriel River Trail that will provide benches, a shade trellis, trash cans,
drinking fountains, bicycle racks, bicycle repair station and water bottle filling station;
9) Pedestrian entrance from the RESA Parking Lot and other pedestrian entrances from
surrounding adjacent areas;
10) Free play lawn area near “B” Street; and
11) Child’s play area below the Vista Rest Area and Interpretive Center next to the River Trail.
The proposal also includes seasonal and year round commercial visitor serving uses proposed at
locations within the passive open space area. The seasonal uses would be operated from Memorial
Day weekend through Labor Day weekend:
1) Location 1: Seasonal Kayak and Stand Up Paddleboard Rentals in a portable kiosk or tent at
the Trailside Rest Area; and
2) Location 2: Seasonal and Year Round Bicycle Rental Station next to the River Trail area
next to the Children’s Play Area.
BCP has stated that the passive open space area and its accompanying elements will be constructed
prior to occupancy of the first residential unit.
BCP has also stated that the project incorporates the following:
1) Prior to conveyance of the property that is subject to the CDP, that a deed restriction shall be
recorded imposing all standard and special conditions of this CDP;
2) BCP accepts any liability for costs and attorney fees that the Coastal Commission incurs in
connection with the defense of any action brought by a party other than the
applicants/permittees against the Coastal Commission, its officers, employees, agents,
successors and assigns challenging the approval or issuance of this CDP;
3) Best Management Practices (BMP’s) for storage of construction materials, mechanized
equipment and removal of construction debris; That the proposed project shall conform to
the City of Seal Beach DWP Specific Plan as approved by the City of Seal Beach on July 9,
2012; and
4) Prior to issuance of the CDP, BCP shall submit final drainage/runoff control plans and State
Lands (SLC) approval.
The applicants have also stated that there is a seasonal beach that occurs in the San Gabriel River
adjacent to the northern project boundary (adjacent to the San Gabriel Bike Trail) (Exhibit No. 3).
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The applicants state this beach can be used for beach and hand carried watercraft access, such as
kayaking, stand up paddleboard, etc.
The project site totals 10.9 acres. Residential development is proposed on the northern 4.5acres.
The thirty-two lot residential subdivision will consist of the following: all street and alleys will be
public with on-street parking and no gates; approximately 7,600 square feet of land at 1st Street and
Marina Drive will be vacated by the City of Seal Beach and included in the project; the design of the
future single family detached residences will be regulated by the Development Standards of the City
RHD 20 Zoning regulations and Architectural Guidelines will be recorded with the Final Tract Map.
The proposed lots range in size from 3,144 to 5,787 square feet (Exhibit No. 1 & Exhibit No. 8).
According to the settlement, no affordable housing will be provided on-site nor is BCP required to
pay affordable housing in-lieu fees.
Additionally, the proposed residential subdivision includes the vacation of approximately 7,600
square feet of the 1st Street right-of-way along the east\ side of the project site. Although the coastal
development permit application includes the request for the street vacation, there is no evidence that
the City Council has approved the street vacation in its local action on the proposed project.
The proposed project will have sixty-nine on street parking spaces and sixty-four off street parking
spaces (2 per residential). Grading will consist of 1,600 cubic yards of cut, 3,800 cubic yards of fill
and 2,200 cubic yards of import.
2. Project Location/Surrounding Development
The proposed project is located at the southwest corner of 1st Street and Marina Drive in the City of
Seal Beach, the former DWP site (Exhibit No. 4). The project site consists of eight legal lots that
consist predominantly of undeveloped, disturbed non-native grassland (Exhibit No. 5). Of these
lots, there is a “sewer parcel” that is improved with landscaping and a sidewalk. The “sewer parcel”
is adjacent to the paved “driveway parcel” that provides access to the 1st Street public beach parking
lot (Exhibit No. 2). The western portion of the DWP site includes a parcel that contains a segment
of the San Gabriel River Trail. The project also involves two adjacent properties: north of the
project site is a property that contains California Everglades, a recreational boating support facility
(boat repair and dry boat storage area) and also a legal non-conforming single-family residence; and
another property east of the project site that is part of the current 1st Street right-of-way (ROW)
located at 1st Street and Marina Drive and contains roadway pavement, curb/gutter, sidewalk, and
ornamental landscaping (Exhibit No. 2).
East of the project site is 1st Street and residential uses; north of the project site are a legal nonconforming single-family residence on the site of the recreational boating support facility (on a
property zoned as Service Commercial), Marina Drive and residential uses, west of the site is the
channelized San Gabriel River and the San Gabriel Bike Trail with Los Alamitos Bay Marina and
commercial development across the river to the west; and south of the project site is an existing
City-owned maintenance structure, storage yard, and oil processing structure, the 1st Street beach
parking lot, the River’s End Staging Area (RESA),and the River’s End Café, adjacent to the public
sandy beach (Exhibit No. 4).
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The subject site is adjacent to the RESA, a facility providing coastal recreational opportunities,
including water-related coastal recreational activities of swimming, surfing, kite-surfing, kayaking
and stand-up paddle boarding and land-born coastal recreational activities including biking, jogging,
strolling, and fishing along the San Gabriel River mouth and Seal Beach beach area. The RESA is a
popular area for windsurfing and kite sailing and is utilized as a recreational staging area for the San
Gabriel River Trail. The Commission approved the construction of the RESA on September 11,
2011, [CDP No. 5-10-220-(City of Seal Beach)] consisting primarily of landscape improvements,
new/renovated sidewalks, new asphalt paving, signage, lighting, picnic bench facilities, and a series
of low seat walls to block wind blown sand from reaching the RESA. The San Gabriel River Trail
is a paved regional recreational trail along the eastern boundary of the San Gabriel River.
Improvements to the San Gabriel River Trail consisted primarily of trail resurfacing, striping,
signage, fencing, landscaping and irrigation. Funding for the project came from a grant from the
Rivers and Mountains Conservancy. In approving the project the Commission required an
amendment or coastal development permit for any future changes to the publics’ ability to access
the RESA from the “Driveway Parcel” and “Bike Trail Parcel”. The Commission also conditioned
the project to ensure maximum public access to the facility and required the public parking lot be
managed such that the vehicular gate remain open except for temporary closure due to public safety
concerns related to natural hazards; required that the parking lot remain open, but approved the
collection of fees between 7am to 10pm; and required the removal of any beach closure signs.

B. PROJECT SITE HISTORY
1. Previous Commission LCP Actions on Project Site
In 1978-1979 the Coastal Conservancy in conjunction with the City, conducted extensive public
workshops to develop a Restoration Plan (Conservancy Project #3-79) for the DWP site. This
Restoration Plan was approved in concept by the Coastal Commission (CCC) in June 1979 and
specified provisions which needed to be included in a final project and the range of possible uses as
parameters for later permit approval (Exhibit No. 15). The Restoration Plan provided visitor uses
and open space, more specifically a 6-½ acre park, visitor/serving development and housing, with
development concentrated on the northerly 1/3 of the site, with all ground floor commercial coastalrelated, visitor-serving facilities. As described in the staff report for the Conservancy Project, the
re-use plan included bicycle trails and active and passive areas; visitor-serving recreational facilities
such as a 30-bed hostel to serve bicyclists and other tourists; commercial development including a
restaurant and coastal- and recreational-related shops such as bait and tackle shops; and fourteen
condominium units to be located on the 2nd floor above the commercial uses. This staff report
stressed the importance that the site provide a wide range of recreational and visitor-serving uses,
with 100% of the ground floor proposed for public use and not lower priority private residential use.
Residential use was permitted only above the ground floor so as to prioritize the recreation, visitorserving and public access uses. The staff report indicated that the DWP site is one of the last few
remaining sizable open spaces on the urbanized coastline of Southern California that is available for
public access. Also, because the site is the terminus of a bicycle trail system, that the site has the
highest potential for regional recreational opportunities. Furthermore, the hostel is identified as a
key part of the Restoration Plan proposal that would provide a recreational and visitor-serving
priority use. The issues and concerns addressed in this previous Coastal Conservancy staff report
are similar to the ones identified and discussed in this current staff report. Subsequent to the
Commission’s approval of the Conservancy’s plan to re-use the site, the City of Seal Beach City
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Manager prepared a memorandum to the City Council on September 22, 1981 regarding the status
of negotiations with all parties relative to the DWP site (Exhibit No. 18). Within that memo, the
City Manager reiterated Commission staff concerns including preference for visitor-serving
commercial uses and that residential condominiums were only acceptable because it included
commercial uses and that there must be a substantial visitor-serving commercial element to the
development.
To guide development on the DWP site, the City of Seal Beach in 1982 adopted the 1982 DWP
Specific Plan. The Specific Plan provided for visitor-serving uses defined as “A hotel [not to exceed
300 rooms and a 35-foot height limit] and the necessary ancillary support uses including, but not
limited to, restaurants, retail uses, service uses, meeting/conference rooms and banquet facilities
limited to the northerly 30% of the parcel [north of an imaginary westerly prolongation of Central
Way]. The Specific Plan stated that the remainder 70% was for open space uses defined as “Public
parks, green belts, bike trails, nature trails, hiking trails, and any active or passive recreational
uses normally located in parks or open spaces, and theater.”
Sometime after this action, the City of Seal Beach submitted their LCP Land Use Plan (LUP) which
included the 1982 DWP Specific Plan for certification by the CCC. On July 28, 1983, the CCC held
a public hearing on the City of Seal Beach LUP. Commission staff recommended that the
Commission find that the LUP raise Substantial Issue and the Commission agreed. The CCC found
that the DWP Specific Plan contained unclear policies and designations for this site. The uses
proposed within the open space areas of the DWP site had conflicting policies and thus raised
Substantial Issue with the policies of Chapter 3 of the Coastal Act. The conflict arose from a
Specific Plan policy that identified permitted uses in the open space that included government
buildings and facilities, and unspecified uses deemed appropriate by the Planning Commission. The
lack of clearly defined uses could have allowed non-priority, non-public uses within the open space.
Following the Substantial Issue determination, the CCC held a public hearing on the City of Seal
Beach LUP, as submitted. The Commission denied the LUP as submitted based on inconsistencies
with the Coastal Act. Regarding the DWP site, suggested modifications were necessary to limit
uses within the Open Space designation. Thus, the suggested modification provided that those uses
which were inconsistent with the protection of 70% of the site for open space for parks, trails, active
or passive recreation and theatre be deleted. The Commission then adopted suggested
modifications, which if adopted by the City would bring the Plan into conformance with provision
of the Coastal Act. The Commission found that the hotel, restaurant, retail and other proposed
visitor-serving commercial uses on the remaining portion of the DWP site were consistent with the
Coastal Act.
However, these suggested modifications were never adopted by the City. Therefore, the LUP was
never effectively certified and the Commission’s action on the DWP Specific Plan/LUP
subsequently lapsed. Thus, the standard of review for this application is the Coastal Act. While
these suggested modification regarding the DWP site were never adopted by the City, it does show
the Commission’s intent in 1983 of preserving the site for priority uses including lower cost open
space park uses and fairly intense hotel and other visitor-serving commercial uses on the northerly
30% of the DWP site. Such uses are still strongly encouraged, and approval of development that
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does not include a significant visitor-serving commercial component could prejudice preparation of
a certifiable LCP for the City of Seal Beach.
2. Previous Commission Staff Comments on Project Site
In 1996, the DWP Specific Plan was amended by the City to reduce the maximum number of rooms
for the hotel use from 300 rooms to 150 rooms. Thus, the Commission comments letters discussed
below refer to the 150 room hotel.
On July 6, 2011 and again on January 9, 2012, Commission staff commented on the Draft
Environmental Impact Report (SCH# 2011061018) for the currently proposed Bay City Partners
DWP project (Exhibit No. 6). The EIRs used the 1996 DWP Specific Plan as a basis for reviewing
the proposal. Among the issues and inconsistencies with the Coastal Act raised in the Commission
staff letters was the proposed change in land use from visitor-serving commercial (hotel) to
residential use. Staff further reiterated that the DWP site is located in a prime location along the
coast that is well suited for visitor-serving and lower cost visitor and recreation uses. Each of these
uses is a higher priority use in the Coastal Act since each offers an opportunity for the public to
access and enjoy the coast. Residential uses on the other hand are not high priority uses since they
do not provide the same beneficial uses for the broader general public.
3. Previous Commission Action
CDP No. 5-13-003-(Bay City Partners, City of Seal Beach and Marina Beach Partners)
On November 15, 2013, the Commission held a public hearing on the proposed development, which
at that point was referred to as CDP No. 5-13-003, including a staff recommendation of denial. A
significant issue at this hearing involved the existing public trust easement on the proposed
residential portion of the subject site. Bay City Partners was in the process of pursuing a final land
exchange agreement with the State Lands Commission.
On October 14, 2014 SLC, among other things, approved the termination of the public trust
easement from a portion of the project site where residential development is proposed, encumbered
other areas on the project site with a public trust easement, and required that $2.71 million be paid
to the Kapiloff Land Bank Fund to make up the difference in the valuation of the land (1.6 acre)
where the public trust easement was terminated and that of the on-site exchange areas. Section C. 4.
of this staff report provides the details of the SLC action.

At the November 2013 hearing, direction was also given that a current feasibility study should be
conducted that evaluates a range of visitor-serving commercial (including overnight
accommodations), commercial recreational, and open space (both active and passive) uses over the
entire site, irrespective of the current DWP Specific Plan development standards limiting allowable
development to only hotel and passive open space uses at specific locations and percentages of land
area. Consideration was also to be given to residential uses above the ground floor and visitorserving uses such as bike camping. The applicants withdrew the application at the hearing prior to
Commission voting and resubmitted the application on November 19, 2014, which was given the
new application number, CDP No. 5-13-1233. The determination of completeness of this
application was disagreed upon by the applicants and Commission staff. Thus, the determination of
CDP application completeness was taken before the Coastal Commission on August 12, 2014
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through a dispute resolution. The application was eventually deemed complete on October 21,
2014, upon receipt of State Lands Commission (SLC) approval. Further information regarding the
determined completeness of the CDP application is found below under the Dispute Resolution
discussion.
CDP No. 5-13-1233-EDD-(Bay City Partners, City of Seal Beach and Marina Beach Partners)
Dispute Resolution
On August 12, 2014, the Commission heard Dispute Resolution CDP No. 5-13-1233-(Bay City
Partners, City of Seal Beach and Marian Beach Partners) in which the applicants claimed that the
application should be deemed complete. Commission staff had requested several documents,
information, and/or types of analyses (collectively, “incomplete items”) that they determined were
needed in order to complete the application. The applicants had provided responses and provided a
majority of the items requested in Commission staff’s Notice of Incomplete Letters. However, the
applicants had objected to the requests to provide (1) an approved land exchange agreement or other
written determination from the State Lands Commission (SLC) concluding the public trust easement
no longer exists on the portion of the subject site where residential use is proposed; (2) “rate of
return” analysis also for the proposed residential project; and (3) a mitigation proposal for the loss
of potential visitor-serving overnight accommodations. The staff report indicated the SLC approval
was necessary because the proposed residential use is no an allowable use on land subject to a
public trust easement. The requested “rate of return” information for the proposed residential use
would allow the Commission to compare and analyze the “rate of return” of the alternative visitorserving uses versus the applicants’ residential proposal. The mitigation for loss of potential visitorserving overnight accommodations was helpful to evaluate the project’s consistency with Section
30213 of the Coastal Act. At the Commission hearing, there was concurrence that the information
the applicants had already submitted regarding the “rate of return” and mitigation information was
adequate and nothing else was required; however, the Commission confirmed the SLC approval was
still necessary as a filing requirement. On October 21, 2014, SLC approval was provided and the
application was deemed complete.
4. Local Government Approval
The City of Seal Beach took several actions in approving the proposed development including
modifying the General Plan, Zoning Code, and Specific Plan to allow residential use of the site.
Additionally, a settlement agreement and disposition and development agreement between the City
of Seal Beach and BCP were agreed upon in order to carry the development forward. Given the
terms of the two Agreements, assurance is not provided that the land proposed for the future passive
park will ever be conveyed to the City or if conveyed, whether the park will actually be built since
the Agreements require BCP to convey the land only if the “proposed residential project” is
approved by the Commission. Although the agreements between the BCP and the City have not
been amended, on November 7, 2014 BCP submitted information to the Executive Director stating
that the passive open space and it accompanying elements will be constructed prior to occupancy of
the first residential unit. The local actions are described below:
General Plan Amendment 11-1 (adopted by the City of Seal Beach City Council on July 9, 2012
through Resolution No. 6274).
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This amendment to the Land Use Element of the General Plan would allow residential development
to be accommodated on the northerly 4.5 acres of the subject property. This proposed residential
designation would replace the previous visitor-serving use designation, while the open space use
designation would remain on the lower portion of the site. This amendment has not been certified
by the Commission and is not used as guidance by the Commission in making its decision on the
subject application.
DWP Specific Plan Amendment 11-1 (adopted by the City of Seal Beach City Council July 9, 2012
through Ordinance No. 1620).
This amendment would eliminate the visitor-serving use component and replace it with a residential
use, not to exceed thirty-two single-unit detached residential units with a 25-foot height limit. The
open space use designation would remain. However, reference to the percentage occupation of the
site by each of the two uses was replaced with language discussing the limits of use. For example,
the amended Specific Plan (SP) states the following regarding the residential use: “As shown on the
Land Use Development Plan (Exhibit B), no residential parcels shall be permitted south of an
imaginary western prolongation of the northerly Central Way right-of-way line.” The open space
designation would remain and be limited to the area south of the extrapolated Central Way right-ofway line. Development standards and regulations for this open space designation would remain
unchanged. Residential structures authorized by this Specific Plan would be subject to a 25-foot
height limit and the same development standards generally applicable to residential high density
(RHD-20) development in the Old Town area of the city, where the DWP site is predominantly
located. The Commission did not review the SP amendment.
Zoning Map Amendment 11-1(adopted by the City of Seal Beach City Council July 9, 2012 through
Ordinance No. 1620).
This amendment would adjust the boundaries of the DWP Specific Plan area to include the entirety
of the subject property, which would be zoned SPR for Specific Plan Regulation. Approximately
1.4 acres of land would be rezoned and added to the existing designation and a 0.005 acre northern
portion of the site that is currently part of the SPR area would be re-zoned as Service Commercial
(SC), which would permit it to be absorbed into the adjacent separate northern SC property (Exhibit
No. 7). This is further discussed below under the Lot Line Adjustment subsection.
Tentative Tract Map (TTM) 17425 (adopted by the City of Seal Beach City Council on July 9, 2012
through Resolution No. 6275).
This TTM would subdivide the northerly 4.5 acres of the site into thirty-two lots for detached
single-family residences (Exhibit No. 8). Residential lot sizes would range from 3,144 to 5,787
square feet with averaged widths between 30 and 58 feet and depths of at least 100 feet. Access to
the tract would be via both Marina Drive and 1st Street. All streets and alleys would be public.
Initially the TTM was for forty-eight residential lots, but after a June 6, 2012 Planning Commission
hearing, the applicants made some suggested changes which included revising the TTM to include
only thirty-two lots. This revised project was subsequently taken to City Council and approved.
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Settlement Agreement dated March 16, 2011.
A settlement agreement between the City and BCP from BCP’s lawsuit challenging the City’s
certification of a Mitigated Negative Declaration and Mitigation Monitoring and Reporting Program
for the River’s End Project and the City’s condemnation lawsuit against BCP, in which the City
sought to acquire the “driveway parcel” and “sewer parcel” was entered into by both parties
(Exhibit No 9). Concurrent with a $900,000 payment to BCP, BCP entered into a lease with the
City of Seal Beach for the “driveway parcel” and the “San Gabriel River Trail parcel” that
commenced on March 31, 2011. The lease will terminate on March 31, 2015 or upon conveyance
of the parcels to the City if the Coastal Commission approves the “proposed residential project”.
Upon receipt of the $900,000, BCP agreed to convey to the City an irrevocable easement for the
“sewer parcel”. Upon issuance of a CDP by the California Coastal Commission for the “proposed
residential project” (defined as subdivision of forty-eight residential lots at that time, the City agreed
to pay BCP $1.1 million and to convey to BCP by quitclaim deed, a portion (approximately 7,600
square feet) of the City-owned land (right-of-way) at the corner of 1st Street and Marina Drive.
BCP will then convey to the City by quitclaim deed, fee title to the 6.4 acre open space areas (except
for a 1,200 square foot portion of land within the proposed residential area) consisting of the
“sewer”, “driveway”, and “San Gabriel River Trail” parcels and the rest of the passive open space
park. The City agreed that the BCP conveyance of the open space area shall be for the purpose of
future open space and park uses. The quitclaim deed from BCP to the City includes a requirement
that a deed restriction be recorded against the land, limiting the uses of the open space area to
passive park uses contained in the amended DWP Specific Plan. The SP limits structures in the
future passive park to benches and light standards no more than 15-feet in height. The settlement
agreement also states that if no CDP is issued by CCC for the residential project, the parties have no
obligation to the agreement. The Commission is not a party to this agreement and is, thus, not
bound, in any way, by its terms.
Disposition and Development Agreement dated July 9, 2012 (adopted by the City of Seal Beach
City Council on July 9, 2012 through Resolution No. 6276).
A disposition and development agreement (DA) between BCP and the City of Seal Beach followed
the settlement agreement (Exhibit No. 10). The DA states that upon the California Coastal
Commission’s issuance of a CDP for the “proposed residential project” (which was revised from a
subdivision of forty-eight residential lots to thirty-two lots), BCP shall donate to the City the open
space, including the “sewer” and San Gabriel River Trail” parcels San Gabriel; and will
convey/exchange fee title of the “driveway parcel” located within the open space to the City for a
portion (approximately 7,600 square feet) of the City-owned land (right-of-way) at the corner of 1st
Street and Marina Drive. The right-of-way will be incorporated into the DWP Specific Plan and
zoned for residential use. This area will also form part of the Tentative Tract Map. The DA
however acknowledges that the street vacation requires separate approvals. However, there is no
evidence that the City Council has approved the street vacation. This agreement requires that the
open space be deed restricted for open space uses as defined in the DWP Specific Plan. Further, the
documentation transferring ownership of the open space to the City shall contain a right of reversion
in favor of the owner and the owner’s successors-in-interest in the event the permitted open space
uses are discontinued and some other use of the open space is proposed that would be inconsistent
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or in conflict with such permitted uses. The Commission is, also, not a party to this agreement and
is, thus, not bound, in any way, by its terms.
Lot Line Adjustment 13-1.
The proposed project includes a lot line adjustment between two properties, a northern portion of
the subject project site and an adjacent northern property. The adjacent northern property was zoned
Service Commercial and is developed with an existing recreational boating support facility (boat
repair and dry boat storage area) use. A portion of that property would be incorporated into the
DWP site and would be re-zoned SPR in Zoning Map Amendment 11-1 to allow residential use in
accordance with to the DWP Specific Plan Amendment 11-1 (Exhibits No. 2 & No .7). In
exchange, the applicants would give up a portion of the existing DWP property to that northern
landowner (Exhibits No. 2 & No. 7).
5. Other Agency Approval
A portion of the subject site (Parcel A) is encumbered with a public trust easement and therefore
approval from the State Lands Commission (SLC) is needed to remove the public trust easement in
order to use the land for residential development (Exhibit No. 11). Residential uses are prohibited
on public trust land.
At the time of the November 2013 Commission hearing BCP had submitted a request to SLC to relocate the
public trust from the proposed residential portion of the site to the proposed open space areas of the project
site and adjacent water areas under BCP ownership. However, at the time of the 2013 hearing SLC had
determined that the request was deficient and therefore was not scheduled for action.

The applicants have obtained SLC approval of the land exchange agreement. State Lands
Commission (SLC) held a hearing on October 14, 2014 and approved the proposal to consider a
compromise title settlement and land exchange agreement that includes: SLC terminating the public
trust easement on Parcel 1 in exchange for BCP granting a public trust easement on a n
approximately 1.177 acre parcel which includes a portion of Parcel 6, and a portion of Parcel 7 and
Parcel 8 along the bike trail and depositing $2.71 million into the Kapiloff Land Bank Fund, which
is administered by the SLC. Section C. 4. Of this staff report provides the details of the SLC action.
6. Standard of Review
The City of Seal Beach does not have a certified Local Coastal Program (LCP) nor has the
Commission certified the DWP Specific Plan. Therefore, the Coastal Commission is the permit
issuing entity and the standard of review is Chapter 3 of the Coastal Act.

C. LAND USE
The following Coastal Act policies support the development of higher priority uses and require that
lower-cost visitor and recreational facilities be encouraged and where feasible, provided; wateroriented activities in coastal areas that cannot be provided at inland areas be protected for such use;
that oceanfront land suitable for recreational use be protected for that use; that visitor-serving
commercial recreational facilities have priority over private residential; that increased recreational
boating use of coastal waters shall be encouraged by providing recreational boating support
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facilities; and that coastal dependent development shall have priority over other development on or
near the shoreline.
Section 30213 of the Coastal Act (Lower cost visitor and recreational facilities) states:
Lower cost visitor and recreational facilities shall be protected, encouraged, and, where
feasible, provided. Developments providing public recreational opportunities are preferred.
Section 30220 of the Coastal Act (Protection of certain water-oriented activities) states:
Coastal areas suited for water-oriented recreational activities that cannot readily be
provided at inland water areas shall be protected for such uses.
Section 30221 of the Coastal Act (Oceanfront land; protection for recreational use and
development) states:
Oceanfront land suitable for recreational use shall be protected for recreational use and
development unless present and foreseeable future demand for public or commercial
recreational activities that could be accommodated on the property is already adequately
provided for in the area.
Section 30222 of the Coastal Act (Private lands; priority of development purposes) states:
The use of private lands suitable for visitor-serving commercial recreational facilities
designed to enhance public opportunities for coastal recreation shall have priority over
private residential, general industrial, or general commercial development, but not over
agriculture or coastal-dependent industry.
Section 30224 of the Coastal Act (Recreational boating use; encouragement; facilities) states:
Increased recreational boating use of coastal waters shall be encouraged, in accordance
with this division, by developing dry storage areas, increasing public launching facilities,
providing additional berthing space in existing harbors, limiting non-water-dependent land
uses that congest access corridors and preclude boating support facilities, providing
harbors of refuge, and by providing for new boating facilities in natural harbors, new
protected water areas, and in areas dredged from dry land.
Section 30255 of the Coastal Act (Priority of coastal-dependent developments) states:
Coastal-dependent developments shall have priority over other developments on or near the
shoreline. Except as provided elsewhere in this division, coastal-dependent developments
shall not be sited in a wetland. When appropriate, coastal-related developments should be
accommodated within reasonable proximity to the coastal-dependent uses they support.
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1. Coastal Act Priority Land Uses
Given its riverfront and oceanfront location, adjacent recreational boating support use and Los
Alamitos Bay Marina and commercial development across the river to the west, the subject site is
well suited for higher priority uses encouraged by the Coastal Act. Such uses include visitor-serving
commercial, commercial recreation, marine commercial and lower cost visitor and recreational
facility uses as they offer a greater opportunity for the general public to enjoy the coast. The subject
10.9 acre site is owned by a single entity, thereby increasing the ability to comprehensively plan and
development the site. However, the applicants are proposing a residential use, specifically thirtytwo detached single family residences, which is not a high priority use in the Coastal Act for such a
site.
Private residential uses do not provide the general public an opportunity to enjoy the coast nor does
it maximize potential public enjoyment of the coast. As part of the proposed residential use, the
applicant is taking a portion of the adjacent boating support facility that is located along the river to
the north of the project site (Exhibit No. 2). The adjacent site is currently zoned Service
Commercial and has an existing recreational boating support use (boat repair and dry boat storage),
which is a higher priority use. In fact the Coastal Act encourages increased recreational boating by,
among other things, providing and protecting boating support uses. The introduction of a residential
subdivision, especially large lot, detached single family residential lots, adjacent to an existing
recreational boating support use introduces a potential land use conflict that could ultimately result
in the elimination of the higher priority use. To avoid such a conflict, only higher priority
compatible visitor-serving commercial and public recreational use should be established on the
project site.
The applicants are also proposing along with the residential use, a passive open space park use
designation on the majority of the project site with the future creation of a habitat area consisting of
four native plant communities along with trails, benches, a picnic area, an interpretive center,
shaded trailhead, etc. (Exhibit No. 3). Passive open space parks and habitat parks are positive uses
that are also encouraged under the Coastal Act. However, habitat parks are normally associated
with development proposals where the site has or is adjacent to existing sensitive habitat that is
being restored or protected. However in this case, there is no sensitive habitat that exists and it is
instead being created. This created habitat area will act as a privacy buffer for the proposed
residential use and provide a location for the drainage of the residential subdivision. Passive open
space or habitat park use should not be eliminated in its entirety from the project site. A portion of
the site could include a passive public use; however because of its superior location along the coast
and adjacent and nearby public recreational and access amenities that could support more active
public uses, there are better uses suited for the subject site. These higher priority uses include:
visitor-serving commercial, recreation and marine commercial and lower-cost visitor and
recreational facilities.
Visitor-serving commercial uses are a high priority use since they provide enhanced opportunities
for a greater segment of the general public to enjoy the coast. These types of uses provide
accommodations, goods, and services intended to primarily serve the needs of visitors, such as
hotel, bed and breakfast, hostel and other overnight accommodations; restaurants, food concessions
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and other eating establishments; bike and other recreational equipment rentals, and souvenir shops
and other retail uses.
Commercial recreation and marine commercial uses additionally provide coastal- related and
coastal-dependent uses that enhance opportunities for the public to experience to the coast. Some
segments of the public currently enjoy fishing and water skiing along and within the adjacent San
Gabriel River. In recent years more and more owners of smaller boats are choosing to store their
boat on land as opposed to keeping them in marina slips. Thus, the demand for surface dry boat
storage is a growing recreational need which could be satisfied on the subject property.
Lower-cost recreational uses further maximize public opportunities to access and enjoy the coast.
Therefore, partial use of the project site for these types of uses, such as active park (i.e. including
sports fields, playgrounds, etc.), passive and habitat parks would be consistent with the public
access and recreation policies of the Coastal Act. The Commission notes that in some Orange
County cities there is a severe shortage of active parks offering soccer and baseball fields. At the
Sunset Ridge Park site in Newport Beach, the Commission had the difficult task of allowing active
park use while protecting and enhancing sensitive habitat areas (CDP No. 5-10-168).
When applicants propose both higher and lower priority uses, it is normally required that the higher
priority uses be constructed prior to or concurrent with the use or occupancy of the lower priority
use. This is done to insure that the higher priority use is actually constructed and public use of the
site is obvious to future residents. BCP has stated that the passive open space area and its
accompanying elements will be constructed prior to occupancy of the first residential unit. While
the applicants have proposed that the passive park be constructed prior to occupancy of the first
residential use, it does not negate the fact that residential use is a lower priority use.
2. Applicants’ Analysis of the Feasibility of Hotel Use
Pursuant to the Coastal Act, a hotel use is an ideal use of the project site since a hotel is a visitorserving use that provides for extended stay and use of the coast for a greater segment of the public
than private residential use would provide. Within the City of Seal Beach, there are only two other
hotels located in the Coastal Zone. The Pacific Inn (600 Marina Drive) is located approximately .35
miles from the DWP site and the Hampton Inn & Suites Seal Beach (2401 Seal Beach Boulevard) is
located approximately 2 miles away from the DWP site (Exhibit No. 27). Although these hotels are
nearby, they are located either in an industrial area, near the Boeing facility or in a General
Commercial zoned area.
Prior to the November 2013 Commission hearing, the applicants, in order to determine if hotel use
is a viable use, commissioned several analyses: Analysis of Potential Market Demand and
Statements of Estimated Annual Operating Results for a Proposed Hotel to be located in Seal
Beach, CA prepared by PKF Consulting, USA dated July 31, 2003; Potential Market Demand and
Estimated Operating Results for a Proposed Hotel to be located in Seal Beach, California prepared
by PKF Consulting, USA dated November 6, 2009; and Peer Review and Site Specific Hotel
Feasibility Evaluation prepared by Kosmont Companies date September 2011.
The 2003 analysis by PKF Consulting, USA concluded a hotel use on site would potentially be a
positive use of the property due to (1) the location near the beach; (2) good access to the site from
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points across southern California; and (3) the excellent visibility of the site considering the low-rise
nature of the surrounding area. However the analysis ultimately concluded that the project site is
not a luxury site that would support a hotel that could maintain an average daily rate of between
$200 and $300. The analysis additionally stated that the site could support approximately 200 hotel
rooms if the facility is located at the southern end of the site near the beach and beach parking lot
instead of placing a hotel use in the northern portion of the site near Marina Drive, which is
consistent with the layout as described in the DWP Specific Plan (Exhibit No. 16). Thus the
analysis concluded that construction of a hotel in the location indicated in the DWP Specific Plan
would not be feasible. Additionally, the study felt that considering the surrounding development, a
hotel of this size would be out of character.
The analysis also included a section that analyzed solely residential uses on the site, as well as a
boutique hotel with surrounding residential. The analysis stated that while they are not experts in
the residential field, that an approximate development of forty residential units with limited open
space would be the most economically feasible utilization of the site. However, the analysis does
conclude that this type of use would not be favorable with the CCC. A use that the analysis does
suggest that may be a better fit was a boutique hotel with surrounding residential. Such a
development would consist of approximately 30 rooms and an average daily rate of $225.
Furthermore, the analysis stated that a factor that would help the performance of the boutique hotel
would be the construction of residential and open space in the development. The hotel would act as
an amenity to the surrounding residential and the Seal Beach community.
In 2009, PKF Consulting, USA conducted another hotel analysis of the site. The conclusion of the
2009 analysis was that construction of a hotel as set forth in the DWP Specific Plan still was not
feasible (Exhibit No. 17). As a result of that conclusion, BCP developed a series of scenarios that
modified the DWP Specific Plan in an attempt to provide for a feasible hotel on the property. BCP
identified two locations for the hotel development; 1) within the 30% area (at the intersection of 1st
Street and Marina Drive) designated as visitor-serving; and 2) in the area identified as open space
adjacent to the beach parking lot/beach. The analysis reviewed these options and stated that the
limiting factors of the first option are: the small land area, underground parking is not feasible for
cost reasons, and the location of the land area for the hotel use is less desirable since it is farther
from the water. On the other hand, the analysis states that the second location is the ideal location
for a hotel use since it is adjacent to the beach. The PKF Consulting, USA analysis went further
with this analysis by developing four scenarios involving the two land area options. The first
scenario involved a 150 room hotel at the northwest portion of the site (1st Street and Marian Drive).
The analysis states that this scenario will not work since it is too small of an area to construct a 150
room hotel with the required amenities and surface parking. A second scenario involved a 75 room
boutique hotel, a third scenario involved a 100 room boutique hotel and a fourth scenario involved a
50 room boutique hotel located adjacent to the beach and beach parking lot and included a
residential use component. The analysis stated that while these additional scenarios could
potentially work, the revenue generated by these alternatives would not be ideal.
In 2011, the City of Seal Beach commissioned a peer review of the 2003 and 2009 PKF Consulting,
USA analyses (Exhibit No. 12). This analysis analyzed the revenues projected and the cost of
developing the discussed scenarios to determine if they would generate sufficient net operating
income to support the development in the current marketplace. This analysis concludes that it is
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unlikely that revenues generated by the proposed development considered in these reports would be
sufficient to support traditional debt financing. As part of the Kosmont 2011 analysis, a smaller 60
room boutique style hotel that could be substantially or completely financed through a condominium
hotel capital structure was evaluated. The analysis concludes that this may be financially feasible.
However, the report author states that financing for this option based upon the inconsistency of the
market and the risky project profile contribute to make the project feasibility marginal.
Additionally, it was pointed out that a condominium hotel may not be permitted under the current
DWP Specific Plan.
At the November 2013 Commission hearing, direction was given to the applicant to conduct a
current feasibility study that evaluated hotel use and a larger range of visitor-serving uses for the
project site. In response the applicant submitted the following analyses: Feasibility of Visitor
Serving Uses: Evaluation of Viability for Various Requested Alternatives Bay City
Partners/LADWP Site – Seal Beach prepared by Kosmont Companies dated January 2014(Exhibit
No. 21) and an updated analyses dated May 2014 (Exhibit No. 22) which included the “rate of
return” information; and Proposed Seal Beach Hotel Land Use Analysis prepared by PKF
Consulting, USA dated January 2014 (Exhibit No. 23) and an updated analyses dated May 2014
(Exhibit No. 24) which included the budget hotel information; “rate of return” information; ESRI
Retail MarketPlace Profile, Seal Beach received March 6, 2014; and USC Casden Multifamily
Forecast for 2013, Orange County Section received March 6, 2014. The Commission notes that
while this information was submitted in 2014, the analysis used 2013 data. In 2013 the economy
was still suffering from a general economic downturn.
The January 2014 Kosmont analysis analyzed three hotel scenarios: 1) a resort type 150 room hotel
with restaurant, meeting space and spa/fitness uses located on the northerly portion of the site per
the City’s Specific Plan; 2) a resort type 150 room hotel with restaurant, meeting space and
spa/fitness uses located on the southerly portion of the site near the beach, irrespective of the
current DWP Specific Plan development standards limiting a hotel use to the northern location; and
3) a budget hotel on the northerly portion of the lot. The analyses concluded that even under a wide
range of product types and locations, with unrestricted zoning, that due to substantial negative
residual land values based on a variety of specific market and/or operating conditions, that all three
uses would be financially infeasible. Residual land value is defined as:
The net dollars remaining after deducting all development costs from the estimated value at
completion of the project. The estimated value at completion is based on annual income
following completion of the visitor serving use.
The January 2014 PKF Consulting, USA analyzed a hotel scenario on the subject site using the
following assumptions: 1) it would be located on the southern parcel of the site; 2) it does not
adhere to zoning or easement restrictions; 3) marketed as a high quality, upscale, resort type of
hotel; 4) will contain 150 rooms in a seven story structure; 5) will contain a three-meal restaurant
and offer meeting and event space consistent with its quality level ; and 6) will offer 320 surface
parking spaces. In order to conduct their analysis, a competitive set was selected which consisted of
non-resort type of hotels in the area such as, the Pacific Inn, Ayres Hotel and Hampton Inn in Seal
Beach and Marriot Long Beach Airport, Holiday Inn Long Beach Airport, Residence Inn Long
Beach Airport and Courtyard Long Beach Douglas Park in Long Beach. The analysis stated that
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resort hotels in Huntington Beach and other cities further downcoast were not selected. It concluded
that based on their analyses of projected occupancy and rate levels, the total costs of hotel
construction, and current capitalization rates, that the hotel development would not be feasible at
this time.
The submitted Feasibility of Visitor Serving Uses: Evaluation of Viability for Various Requested
Alternatives Bay City Partners/LADWP Site – Seal Beach prepared by Kosmont Companies dated
January 2014 -Site Plan Analysis dated March 6, 2014 provided site plans (Exhibit No. 25) for the
hotel scenarios that were evaluated in that analysis and also expanded on those proposals and
included additional analysis: 1) a resort type 150 room hotel on the northern portion of the lot with
visitor-serving public open space on the southerly portion of the lot; 2) a resort type 150 room hotel
southerly portion of the lot with open space in the center area of the lot and visitor-serving
commercial on the northerly portion of the lot; 3) RV Park and Tent Camping; and 4) residential
with Public Trust Easement (Public Trust not extinguished) This analysis also assumed that the lot
line adjustment nor the street vacation were part of the project. The analysis concluded that each
scenario was infeasible for economic and land use and circulation reasons.
More specifically it stated the following reasons: 1) the isolated location of the hotel and lack of
demand generators would limit any hotel to second rate status; 2) for the resort type 150 room hotel
southerly portion of the lot, the hotel use would be hindered by the adjacent RESA parking lot,
maintenance yard and driveway to the RESA, limited water frontage and wide beach. It also stated
that beach services (visitor-serving use) would be better served at the RESA and that a hostel
anywhere on the site would be problematic; 3) for the RV park and Tent Camping, it states that
because of lack of exposure, incompatibility with adjacent uses and the need to use the entire site for
this use that would leave no room for public open space; 4) for the residential use with Public Trust
Easement (Public Trust not extinguished), limited water frontage and wide beach, it states that
residential and open space would be feasible on site in a revised layout with the residential use
located more toward the center of the subject site but that no other uses as indicated in the Kosmont
January 2014 would be feasible, it would difficult to obtain entitlements from the City and that the
adjacent property owners would find this alternative unacceptable.
The Commission questions the conclusions based on the isolated location of the hotel and lack of
demand generators in the area. The site is in a prime location exposed to many different users of the
waterfront, beach, river and regional bike trail including windsurfers and other various watersport
enthusiasts. The only visitor-serving use currently serving this area on the east side of the river is
the River’s End Cafe within the RESA. The City of Seal Beach Main Street is approximately ½ a
mile from the site, thus the public is drawn to this location due to its proximity to other touristoriented areas of the City. The site location immediately adjacent to the San Gabriel River includes
a portion of the Regional bike trail which draws bicyclists to the site from inland areas. There is a
fishing station on the Marina Street bridge just west of the property. Just across the bridge, a block
to the west is the Los Alamitos Bay Marina including visitor-serving restaurants and marine-related
uses. All these amenities would be available to serve hotel guests. In addition, the site is served by
bike lanes on the major roadways, and the Long Beach transit system which provides nonautomobile access to major visitor destinations, such as the Aquarium of the Pacific, the Pike and
the Queen Mary at Long Beach Harbor.
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The fact the analysis considers a wide beach to be detrimental to public use of the property is
questionable. The wide beach is within easy walking distance of the site and its width would not
adversely impact the use of the site for visitor-serving purposes. On the contrary, it should be
considered a benefit to provide a larger area for the general public and hotel guests to enjoy the
beach, including sunbathing, kite flying and other activities. In response to the beach width
question, the applicants stated that a beachfront hotel is more desirable where there is close access
to the water for the hotel guests. Furthermore, it states that the beach width is approximately 1000feet wide and guests do not want to carry their beach going items across the wide beach. This is
unsubstantiated since there are other hotel locations in nearby areas that are a greater distance away
from the beach but are successful visitor-serving uses and are utilized by the general public.
For example, the Hyatt Regency Huntington Beach Resort and Spa (21500 Pacific Coast Highway)
and the Waterfront Beach Resort (21100 Pacific Coast Highway), both located in Huntington Beach
on the inland side of Pacific Coast Highway approximately the same distance from the water. In
addition, a new mixed use development known as Pacific City also located in Huntington Beach on
the inland side of Pacific Coast Highway the same approximate distance from the water is currently
being constructed that includes a hotel, apartments, retail and restaurants. Thus, such uses,
including hotel, apartment and visitor-serving uses that are a short, but walkable distance away from
the water similar to the analyzed scenario are viable and can succeed.
It is also unclear how the hotel use would be hindered by the adjacent RESA parking lot,
maintenance yard and driveway to the RESA, or how there would be lack of exposure for an RV
Park and Tent Camping Use since it would be available to the general public from the San Gabriel
River Trail, RESA and beach and Los Alamitos Bay Marina. There is no explanation on how it
would be incompatible with the adjacent area and it seems that camping would be a compatible low
cost visitor-serving use supported by bicyclists and watersport enthusiasts.
In response to why the adjacent property owners would find the residential option with the Public
Trust easement intact infeasible, the applicants stated that the adjacent neighbors would object to the
revised location of the residential element to more of the center of the site because they have fought
for years to have it in the proposed location. The Commission does not find this to be a compelling
reason to eliminate design and siting options that could provide an expanded visitor-serving
component on the property.
In order to be able to further analyze the feasibility of various alternative uses on the subject site,
Commission staff requested that the applicants clarify the term “residual land value” and provide
“rate of return” for the proposed residential use and the alternative uses. In response the applicants
provided an updated Kosmont Companies analysis dated May 2014 that included the “rate of
return” information for the uses discussed in that study. In this updated analysis, it still concluded
that these uses were infeasible due to minimal “rate of return” The applicant however refused to
provide the “rate of return” for the residential use since they consider it proprietary information and
would have no meaningful benefit since all the other alternative and use scenarios that they analyzed
were infeasible. The requested “rate of return” information for the proposed residential use would
have to include the $2.7 million required to remove the public trust easement from the area where
residential use is proposed. However, event with that additional cost, the cost of construction for
this development only includes the infrastructure improvements as the lots are to be sold for custom
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home development. In this beachfront location, it can be assumed the 32 lots will be sold for at
least $1 million, which is likely a low estimate. Therefore, any residential only option, will always
pencil-out to be more profitable than a hotel or other tourist-oriented development.
Commission staff had also requested that the applicants provide an updated January 2014 PKF
Consulting, USA study that included an analysis of a budget hotel. In response, the applicants
provided an updated May 2014 report that analyzed a budget hotel scenario using the following
assumptions: 1) it would contain 100 rooms; 2) marketed as a budget hotel; 3) provide surface
parking; and 4) will provide facilities and amenities consistent with its quality level. In order to
conduct their analysis, a competitive set was selected which consisted of non-resort type of hotels in
the area such as, the Pacific Inn, Ayres Hotel and Hampton Inn in Seal Beach and Marriot Long
Beach Airport, Holiday Inn Long Beach Airport, Residence Inn Long Beach Airport and Courtyard
Long Beach Douglas Park in Long Beach. This competitive set was the same used for the resort
type hotel analysis, but was better suited for analysis of a budget hotel. While the analysis provided
information about the feasibility of a budget hotel, it made no conclusion that it is or is not feasible
at this time. From the information analyzed, it appears a budget hotel may be a feasible use of the
subject site.
A continuing theme regarding the applicants’ conclusion that a hotel use would not be ideal for the
site is that it would not generate sufficient revenue when considering the purchase price. The
amount of revenue is not a basis in the Coastal Act to not require a priority use. Thus, while the
hotel use may not generate the applicants’ ideal revenue, the Commission finds it would be
premature and short-sited to eliminate the long-standing reservation of this site to meet the demand
for visitor-serving commercial and recreational facilities at a suitable location for such uses. In
addition, all of the studies that have been completed to evaluate the feasibility of hotel use on the
subject site have been done using 2013 data or older. At the time of these studies, the nation was
just working its way out of a recession. The lodging industry was particularly hard hit by the
economic downturn. Since then the economy has been improving and with it, the hotel industry as
seen in the Los Angeles Times Article “Investors checking into luxury hotels” dated Monday,
February 16, 2015. http://lat.ms/1zGyLZr
3. Applicants’ Analysis of the Feasibility of Other Visitor-Serving Uses
In addition, while these hotel studies concluded that a hotel may not be suitable for the site; there are
a host of other visitor-serving uses that could be located on this site that would enhance and provide
opportunities for the public to enjoy the coast. To limit visitor-serving development to only a hotel
use is too narrow of a development approach for this property.
Other visitor-serving commercial, commercial recreation, marine commercial, lower-cost visitor and
recreational uses should be considered. Additionally, while the DWP Specific Plan limits uses and
location of those uses, such limitations do not exist under the Coastal Act. A mix of these higher
priority uses should also be considered. The site could be developed with a single use or a variety of
higher priority uses that would create a site that maximizes opportunity for the public to access and
enjoy the coast.
Prior to the November 2013 hearing, in order to determine if visitor-serving uses were feasible on
site, the applicants commissioned the following analysis: Visitor-Serving Use Analysis prepared by
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PKF Consulting USA, dated November 26, 2012 (Exhibit No. 13). Some of the potential uses that
this analysis evaluated were: bed and breakfast/hostel/ marine related uses,
bicycle/skateboards/surfboard rentals, beach equipment rentals, visitor-serving specialty retail,
beach oriented markets and restaurants. The analysis concluded that visitor-serving uses on this site
were not the best use of the site for a number of reasons. The report stated that there are already
sufficient visitor-serving uses in the area so additional similar uses were not needed. The analysis
also stated that although the site is located near the water (San Gabriel River) and a beach, the nonnavigability of the water makes any marine or water related uses not possible on site. Furthermore,
since the portion of the project site which allows for visitor-serving uses is fairly distant from the
beach, the analysis stated that this is not appealing for beach-related purposes. The analysis also
commented that since the site is surrounded by residences, it makes the site less desirable. The
analysis concluded that a better utilization of the site would be residential uses, a use that conforms
to the general area.
While the visitor-serving use analysis conducted by PKF Consulting, USA concludes that such uses
are not a good use of the site, the analysis fails to provide supportive information and research that
shows how such visitor-serving and recreation uses are not viable. There is no data or analysis
provided that leads to this conclusion.
In addition, the applicant has inserted the DWP Specific Plan as an unnecessary constraint for the
analysis of all potential land use for the property. As discussed previously, while the DWP Specific
Plan limits uses to specific areas of the site, the Coastal Act does not. The City amended the
Specific Plan to accommodate the proposed development and it can be amended again to allow a
different development. Thus, limiting uses to sections of the site as dictated in the DWP Specific
Plan is not a requirement or a constraint. What is necessary is proper use of the site that is
consistent with the higher priority uses of the Coastal Act.
The analysis claims that since other visitor-serving uses are nearby that they are not necessary at this
location. The analysis is correct that there are existing visitor-serving uses approximately .5 miles
east of the site along Main Street in Seal Beach. While these areas are developed with visitor
serving uses, the Commission notes that the City of Seal Beach does not have a visitor-serving
commercial zoning designation. Instead it has a General Commercial (GC) and Main Street
Specific Plan (MSSP) designations (Exhibit No. 26). Therefore, these areas are not guaranteed to
remain predominately visitor serving. Although there is also across the San Gabriel River in the
City of Long Beach visitor serving uses, that does not preclude such uses at this project site. The
project site is uniquely located immediately adjacent to the recently developed River’s End project
and the sandy beach. Development of the DWP site should take this unique location into
consideration. Additionally the report states that the site is adjacent to a non-navigable stream. The
San Gabriel River is currently used for water skiing and fishing by some members of the public.
The applicants’ supplemental information indicates that there is a seasonal beach and that this is
area can provide access for hand carried watercraft. The applicants’ recognition of the use of the
adjacent San Gabriel River for personal watercraft is that they have revised their proposed passive
park plan to include amenities such as seasonal kayak and stand up paddleboard rentals.
North of the DWP site is an area that includes existing recreational boating support facility (boat
repair and dry boat storage area). The existence of this facility, as well as the applicants’ addition of
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personal watercraft rental amenities indicates that such higher priority uses are viable at this location
and should be considered. While the site is surrounded by residential uses, the 10.9 acre site is ideal
for visitor and recreation purposes nonetheless due to its adjacency to both the ocean and the river.
Such uses would also be beneficial for the adjacent residents as it would enhance their experience to
the coast by providing added services and recreational opportunities.
After the November 2013 hearing, the January 2014 Kosmont analysis also analyzed visitor-serving
use scenarios consisting of: 1) RV park on the entire 10.9 acre site; 2) hostel built on as little as 1
acre in conjunction with hotel, commercial or tent campground use; 3) bike/tent camping; 4)
retail/restaurant; 5) residential over commercial (apartments over commercial and condominiums
over commercial); 6) beach services (boat, kayak, paddleboard and surfboard rentals) rentals; and 7)
marine services. The analysis found them all to be financially infeasible, including infeasibility due
to negative residual land value. In addition, the analysis made the following statements in regards to
the infeasibility of those uses: 1) the RV park would need a minimum of 10 acres and that would
eliminate public open space on the subject site and that the SP does not permit this use and would
require an expensive entitlement process and that there is a lack of nearby non-water entertainment
options for families; 2) the hostel is directly adjacent to single-family residences and does not
provide the “nature” experience and that the SP does not permit this use and would require an
expensive entitlement process; 3) retail/restaurant uses would be located in an isolated location
where there are no ocean or marina/sailboat views, that there are competing retail areas within a 1mile radius, that Seal Beach has an oversupply of restaurants and that the SP does not permit this
use and would require an expensive entitlement process; and 4) given the isolated location near the
San Gabriel River, the subject’s site walking distance from the ocean because of the wide width of
the beach near this location and the seasonality of beach equipment uses.
The Commission finds the conclusions of the January 2014 Kosmont analysis questionable for the
following reasons: 1) the site of a potential RV park could be reduced so as not to occupy the entire
are; 2) a hostel does not need to be located in “nature” to provide an adequate use (the Santa Monica
Hostel, located in downtown Santa Monica is highly successful. An application from Hostelling
International for a CDP for a second expansion to that facility was received in February, 2015); 3)
while there may be existing retail and restaurants uses near the site, there are none at this prime
location that would afford an opportunity for the public to enjoy the river, beach and regional bike
path; 4) the RESA is located adjacent to the site which brings windsurfers and other water sport
enthusiasts to the area; 5) the City of Seal Beach Main Street is approximately ½ a mile from the
site, thus the public would be drawn to its location near other tourist-oriented areas of the City; and
6) the site location immediately adjacent to the San Gabriel River includes a portion of the Regional
bike trail which draws a bicyclists to the site from inland areas; and d 7) the San Gabriel River
Trail, RESA and the beach and the Los Alamitos Bay Marina are all visitor amenities frequented by
the general public. The wide beach is within easy walking distance of the site and its width would
not adversely impact the use of the site for visitor-serving purposes as it would be a benefit to
provide a larger area for the general public to enjoy the beach, including sunbathing, kite flying and
other activities. In addition, for those uses that the analysis states are not permitted in the SP and
would need an expensive entitlement process, the process would be no more difficult than what the
proposed development has undergone.
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The Commission further questions the conclusions because the submitted Site Plan analysis
acknowledged that for the resort type 150 room hotel on the southerly portion of the lot, with
visitor-serving commercial on the northerly portion of the lot, the option of residential over
commercial in this scenario is feasible and that marine service commercial could be substituted for
visitor-serving commercial. Thus, this analysis appears to support the notion that visitor-serving
uses could exist on site. However, In response to Commission staff’s question if other potential use
combinations would succeed on-site, the applicants responded by stating that since each of the uses
are infeasible then any combination would be infeasible.
In conclusion, the majority of analysis is based on the rate of return when considering the cost of
purchase of the land by this owner in 2003 and uses economic data for 2013 or older. Since 2008
there has been a significant downturn in the economy and particularly the lodging industry, but
recent market analysis shows the hotel industry is on the rebound. Throughout the process of local
review, the applicant was aware of the Commission’s past position that the priority use for the site
pursuant to the Coastal Act is visitor-serving commercial and recreational use, preferably a hotel or
motel. Previous studies have identified the site should be reserved for such uses in the City’s LCP
Land Use Plan which was approved by the Commission but was not accepted by the City so is not
certified. The Commission is not responsible for guaranteeing a certain rate of return on a property
but is charged with implementing the Coastal Act.
The Commission may not act in a manner which will take or damage private property for public use,
without the payment of just compensation therefor (Section 30010 of the Coastal Act). While the
Commission is sympathetic to the applicants’ economic goals, the policies of the Coastal Act
protecting priority land uses along the shorefront and existing case law interpreting regulatory
takings law do not provide guarantees that an applicant can always achieve the most profitable or
“the highest and best use” of his or her property. (MacLeod v. County of Santa Clara, (1984) 749
F.2d 541, 547-548, cert. denied, 472 U.S. 109 (1985). So long as the Commission’s denial furthers
its authority to protect public’s health, safety, and welfare and does not preclude an alternative
development project that results in an economic use consistent with reasonable investment-backed
expectations, the Commission’s denial will not result in a regulatory taking. (Penn Central Transp.
Co. v. New York City (1978) 438 U.S. 104, 123-125.)
The applicants were aware or should have been aware of the historical treatment of the site by the
Commission given the Commission and staff’s consistent public messages to the City that Chapter 3
policies do not support approval of a residential development on the subject site, well before the
applicants bought the property from the City. After the applicants became the owner there were also
letters sent to the applicants regarding the proposed residential development’s inconsistency with
the Coastal Act. This historical context provides the framework from which the Commission can
determine if the applicants’ investment-backed expectation to improve the site with residential
development is a reasonable one. The Commission concludes that it is not a reasonable investmentbacked expectation. The historical planning considerations of the site by the Commission, rather,
would inform the applicants that a reasonable investment-backed expectation would be one where
the applicants would expect to develop the property with a high priority development as dictated by
relevant Chapter 3 policies of the Coastal Act which further promote the public’s welfare by
enhancing public opportunities for coastal recreation for the entire general public. The applicants’
alleged economic impact related to developing the site with a priority visitor-serving does not relate
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to an impact based on a reasonable investment-backed expectation since it relies on a comparison of
financial return from development of the site with its proposed non-priority use— a use which has
never been supported by the Commission, Commission staff or Chapter 3 policies of the Coastal
Act—versus development of the site with a high priority visitor-serving use. Had the applicant
alleged an economic impact between two competing proposals of high-priority use, such an impact
would be grounded in a reasonable investment backed expectation because the property owner could
reasonably expect to develop the property with a high-priority use as dictated by the historical
treatment of the subject site. Thus, the Commission’s action will not interfere with an economic use
of the applicants’ property that is grounded in a reasonable investment-backed expectation and,
thereby, will not exercise its power in a manner which will take private property for public use,
without the payment of just compensation therefor. Therefore, the Commission’s action will not be
inconsistent with section 30010 of the Coastal Act.
4. Applicants’ Offer of Mitigation for Loss of Hotel Use
The applicant has presented a number of mitigation proposals to offset the loss of visitor-serving
hotel use on the project site. The first mitigation proposal was in August 2013. Based on the
applicants’ interpretation of the Commission’s action on the 2010 City of Malibu LCP amendment
for the Crummer Trust property (MAL-MAJ-2-09-A) the applicant offered a mitigation fee of
$175,000 (Exhibit No. 14). That proposal was analyzed by Commission staff in the staff report for
the November 2013 Commission hearing. In addition to the concerns raised in the staff report, there
was discussion at the November 2013 hearing regarding the adequacy of the applicant’s mitigation
proposal. Subsequently, in November and December 2014 the applicants submitted mitigation
proposals using the Hilton Garden Inn Design Manual as a guide for a 75 room hotel, 35 ft. in height
and made a mitigation proposal of $641,041.50 based on their interpretation of the Commission’s
action on a July 2014 Ventura LCPA, SBV-MAJ-2-12. Both in-lieu fee proposals would to go to
Hostelling International for a future hostel to be built in the Long Beach area or other lower cost
overnight accommodations, as proposed by the applicants. Commission staff and the applicants
have met several times since the November 2013 Commission hearing and staff indicated that the
applicant should continue to consider hotel and other visitor serving uses for the entire project site
and that if those uses were determined not to be feasible that the mitigation proposals presented
were not adequate to mitigate the loss of the site for priority visitor-serving uses. Staff indicated that
the mitigation requirement would be for the loss of all potential to provide hotel and other visitorserving commercial recreational use with the land use designation and zoning of the property being
changed to preclude overnight accommodations on the site. Therefore, a fee that only mitigated a
percentage of hotel rooms, as proposed (which is typically imposed if an applicant is providing
luxury rate hotel rooms at the expense of low or moderate cost rates) was not adequate.
Finally, in January 2015 the applicants again offered the same mitigation fee of $641,041.50 which
had been submitted in November and December (which was based on a 75 room hotels and a
mitigation fee of $34,188.00 per room for 25% of the rooms) but instead would be used to fund
improvements to the existing RV park at Bolsa Chica State Beach. The applicant approached State
Parks and asked if there were projects that could be funded with the proposed $641,041.50
mitigation fee. State Parks identified several projects, including the provision of 15 additional “dry”
RV camping sites that could be used in the off-peak season. These dry RV sites (no utility hookups)
would be less expensive (approx. $40/night, as opposed to $50 to $65/night for a full service site in
the peak season) and would be available on a first-come first-serve basis (Exhibit No. 20)
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Commission staff was also contacted by State Parks staff concerning the proposal. While the
improvements proposed at Bolsa Chica State Beach are the types of improvements that have been
funded by previous lower cost overnight accommodation mitigation fees, the overall fee proposed is
inadequate to mitigate the adverse impacts to lower cost overnight lodging opportunities. If the
Commission were to approve the proposed residential and passive park use over retaining the ability
to use the site for a hotel or mixed use commercial and recreational project that could allow some
residential use, the proposed improvements to Bolsa Chica State Beach RV park may be acceptable
as part of a larger mitigation package.
The Commission finds that the applicant’s proposed mitigation fees are significantly inadequate to
mitigate the loss of hotel use at this prime oceanfront and riverfront site. The first problem is that
the proposed mitigation is based on a hotel of only 75 rooms where a much larger hotel could be
built on the 10.9 acre site. As stated above, a hotel of up to 300 rooms was originally contemplated
for the site. Subsequently, both the Land Use Plan recommended by the Commission and the City’s
adopted Specific Plan determined that a 150 room hotel could be built on the site. The applicants
state that while the DWP Specific Plan allowed for 150 rooms, actually only 50 rooms could be
built on site after Specific Plan development standards were taken into consideration. The
applicants stated that a 75 room hotel could be considered only if changes were made to adjust the
height of the building. The Specific Plan has not been certified by the Commission and therefore
there is no requirement to abide by its standards which limit the height and location of a hotel.
Further, the Commission notes that the Specific Plan was amended to allow the project that is
proposed in this application, including the change to residential use of the property. Therefore, the
Specific Plan can be amended to include standards that would allow the previously contemplated
150 room hotel. Consequently, any mitigation fee should be based on the impact of losing, at a
minimum, a 150 room hotel.
Secondly, the examples cited by the applicant are not applicable to the project site. In order to offset
the loss of visitor-serving hotel use on the DWP property, the applicants in a letter dated August 20,
2013 to Commission staff stated that BCP is willing to pay a mitigation fee of $175,000 (Exhibit
No. 14). BCP states that the fee is based upon a 2010 City of Malibu LCP amendment MAL-MAJ2-09, in which a fee for 15% of the lost potential hotel rooms at a rate of $14,494.00 was
recommended by Commission staff for the loss of visitor serving zoned land. BCP adjusted the rate
for inflation to $15,159 per lost room. The fee for the Malibu LCPA was based on the number of
hotel rooms that might have been built on the 24 acre site. Again, the applicants state that while the
DWP Specific Plan allowed for 150 rooms, actually only 50 rooms could be built on site after
Specific Plan development standards were taken into consideration and that a 75 room hotel could
be considered only if changes were made to adjust the height of the building. Taking those two
hotel scenarios into consideration, the applicants proposed mitigation ranged from eight rooms for
the 50 room hotel or 11 rooms for a 75 room hotel at $15, 159.00. Therefore, the mitigation fee
would range from $121,272.00 to $166,749.00, but the applicants round up the proposed mitigation
to $175,000.00.
BCP states that the fee is based upon a 2010 City of Malibu LCP amendment MAL-MAJ-2-09, in
which a fee for 15% of the lost potential hotel rooms at a rate of $14,494.00 was recommended by
Commission staff for the loss of visitor serving zoned land. BCP adjusted the rate for inflation to
$15,159 per lost room. The fee for the Malibu LCPA was based on the number of hotel rooms that
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might have been built on the 24 acre site. Again, the applicants state that while the DWP Specific
Plan allowed for 150 rooms, actually only 50 rooms could be built on site after Specific Plan
development standards were taken into consideration and that a 75 room hotel could be considered
only if changes were made to adjust the height of the building. Taking those two hotel scenarios
into consideration, the applicants proposed mitigation ranged from eight rooms for the 50 room
hotel or 11 rooms for a 75 room hotel at $15, 159.00. Therefore, the mitigation fee would range
from $121,272.00 to $166,749.00, but the applicants round up the proposed mitigation to
$175,000.00.
The applicant’s account of the staff’s recommended mitigation is inaccurate for the cited Malibu
LCPA for the Crummer Trust site. The mitigation recommended by staff was $750,000. The staff
recommended mitigation was not based on the Malibu LCP provisions that require that the
mitigation fee be based on only 15% of the rooms at the rate of $10,419 (to be adjusted for
inflation). Further, the applicant does not indicate that the mitigation fee actually imposed by the
Commission in this case was $2 million. Therefore, the proposed mitigation fee is not in line with
what was imposed by the Commission in the Crummer Trust case.
In BCP’s second mitigation proposal they cite the Commission’s action on a Ventura area LCP
amendment, SBV-MAJ-2-12 which was acted on by the Commission in July, 2014. The LCPA
dealt with an 11 ac. site located on blufftop situated between the railroad tracks and Highway 101,
known as the Triangle Site, Promenade Parcels or Lloyd Properties. In that case the City was
requesting that the land use and zoning of those properties be changed from Commercial-TouristOriented that did not allow residential uses, to Downtown Specific Plan, that would allow mixed
use development, including residential use. The Commission’s action in approving the proposed
land use and zoning changes included a required in-lieu fee payment of $1.8 million. The
Commission found that a hotel of approximately 210 rooms could have been provided on the 11
acre site and the mitigation fee was based on a payment of $34,188.88 for 25% of the hotel rooms
that could have been built.
The subject BCP site at 10.9 acre is comparable in size to the 11 acre Lloyd Properties site yet BCP
states that a hotel of only 50 to 75 rooms can be provided. Therefore, the mitigation amount offered
by BCP proposal is not comparable to Lloyd Properties, as the applicant states. However, the
Commission notes that there are other differences in both the Crummer Trust and Lloyd Properties
cases that are not comparable to the facts in the case of the BCP proposal. In the case of the 24.9 ac
Crummer Trust site, the 1986 certified Malibu Land Use Plan designated the site as
office/commercial and rural residential land use. Further, while there had been other development
proposals for the site, it had never been designated or proposed for hotel use under the former
County of Los Angeles jurisdiction or the City of Malibu. In 2002 when the Commission certified
the City of Malibu LCP, the Commission assigned the Crummer property a placeholder zone
designation of “Planned Development” which also allowed a mix of up to eight residential units and
recreational use under the condition that active park uses on an adjacent property were transferred to
the site. Ultimately, the active uses were not transferred to the Crummer property and the
Commission’s approval MAL-MAJ-2-09-A allowed a maximum of 5 residential units on the site
and also required the inclusion of active park uses and support parking on the site. In certifiy the
LCP amendment to allow the residential use the Commission also imposed an in-lieu of $2million
to mitigate for the loss of visitor-serving land use. Therefore, unlike the subject BCP site, the
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Commission previously certified non-visitor uses (office/commercial and residential) on the
Crummer Trust site. Nonetheless, the Commission required an in-lieu fee of $2million for the loss
potential hotel use of the site. The Land Use Plan for the subject site was designated hotel and park
use. Residential use has never been recommended by the Commission. Up until the subject Bay
City Partners application, the City of Seal Beach likewise designated and zoned the property for
hotel and park use.
The Lloyd Properties LCPA changed the land use and zoning to a mixed use designation that would
still allow visitor serving commercial uses, including a hotel, while also allowing residential use of
the site. And the Commission still imposed a mitigation fee of $1.8 million. In the subject
application, the local government has changed the land use designation and zoning through a
Specific Plan amendment that would allow only residential and passive open space park uses.
Therefore, all other visitor-serving uses would be precluded on the applicant’s entire 10.9 acre site
and the applicant is proposing to pay a mitigation fee of either $175,000 or $641,041.50. The
Commission further notes that there is an existing 77 room historic hotel located across from the
Lloyd Properties site. Additionally, in the case of the Crummer Trust LCP amendment, the
Commission noted that there is an existing 30 ac vacant site across street that had been previously
considered, and continues to be considered, for a hotel use. Further, there are approximately twelve
(12) parcels, totaling approximately 80 acres, zoned Commercial Visitor-Serving (excluding the
Crummer Trust property) and that there were six (6) existing overnight accommodation facilities in
the coastal zone of Malibu at that time. In the case of the City of Seal Beach, as explained above,
there is no land designated Visitor-Serving Commercial Use and there are only 2 existing hotels in
the coastal zone. The subject BCP site has been pointed to by the City of Seal Beach as the site
where visitor serving uses, specifically a hotel should be located. This is the last large lot in the City
where a hotel and other visitor-serving and recreational uses can be located.
In 2007 the Commission required an in-lieu fee of $5million dollars in approving a Land Use Plan
amendment, NPB-MAJ-1-06 (Part A) for the City of Newport Beach Santa Barbara Condos project
where the land use designation was being changed from Visitor-Serving Commercial to Residential.
The site was already developed with hotel use but the LUP amendment allowed 79 residential
condominium units to be built on 4.25 acres, thereby precluding future additional hotel units on the
site. In the subject BCP proposal, all hotel use would be precluded in favor of residential and
passive park use and no hotel use would be allowed anywhere on the 10.9 acre parcel.
The Commission finds that when considering the above mitigation fees that have been imposed to
mitigate the loss potential of lower cost overnight accommodations, the proposed in-lieu fee
proposal is woefully inadequate and is inconsistent with the public access and public recreation
policies of Chapter 3. Therefore, the Commission denies the proposed project.
While the payment of a mitigation fee for the loss of visitor-serving overnight accommodations has
been approved by the Commission in other instances, it is premature to consider mitigation as an
option in this case since there are a number of other higher priority uses that could be developed on
site before it is concluded that the proposed residential and passive open space is the only option.
The provision of other overnight accommodations or other uses providing public visitor-serving
commercial or commercial recreational uses could avoid the need for the payment of any mitigation
fee.
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Staff suggested that the applicant evaluate the feasibility of different siting of a hotel on the 10.9
acre site including locating an overnight accommodation closer to the ocean, as recommended in
their own studies. Other types of overnight accommodations should be considered, including but
not limited to a hostel, a RV park or a combination of those uses. The applicants should first
seriously consider other uses that are a higher priority than a residential use for the DWP site.
Payment of a mitigation fee should not be considered until these and other potentially viable uses
are considered and found to be infeasible. As discussed above, the applicants have studied the
feasibility of various visitor-serving scenarios. However, the Commission is not convinced that
with the change in the economic conditions now favoring hotel development, that a hotel or mixed
use development with primarily visitor serving uses is not feasible for the site. Residential uses
could be allowed above the ground floor in a mixed-use development taking advantage of the site’s
proximity to the ocean, river and mass transit opportunities.
The loss of visitor-serving uses is a significant concern that has been raised with other projects
located within the City of Seal Beach. CDP No. 5-99-026-(Musso) and CDP No. 5-05-385-(Seal
Beach Six, Inc.). Both dealt with the loss of visitor serving commercial uses to residential uses.
However, in these cases the Commission did agree that for the Musso application that the site was
not suitable as a commercial reservoir for future visitor serving commercial use and that the Seal
Beach Six location would not be suitable for re-development as an overnight accommodation.
Something else that these projects held in common was that the City indicated while visitor-serving
uses would be lost at these sites, there were other locations within the City that would be more
suitable for these types of uses, including the subject DWP site. The DWP has long been
envisioned by the City and the Commission as a location for higher priority overnight
accommodation and other active visitor-serving uses.
5. Public Trust Lands
The Commission is vested with the authority to assure that it acts in a manner consistent with
Section 30210 of the Coastal Act which requires the Commission to carry “out the requirement of
Section 4 of Article X of the California Constitution” and provide for maximum access and
recreational opportunities for all people. Section 4 of Article X of the California Constitution
provides the following:
No individual, partnership, or corporation, claiming or possessing the frontage or tidal
lands of a harbor, bay, inlet, estuary, or other navigable water in this State, shall be
permitted to exclude the right of way to such water whenever it is required for any public
purpose, nor to destroy or obstruct the free navigation of such water; and the Legislature
shall enact such laws as will give the most liberal construction to this provision, so that
access to the navigable waters of this State shall be always attainable for the people thereof.
(emphasis added.)
This section merges the common law public trust doctrine with the California Constitution. (See
Personal Watercraft Coalition v. Marin County Board of Supervisors (2002) 100 Cal.App.4th 129,
144-145.) The Legislature, in furthering the goals of Article X Section 4 of the Constitution, enacted
section 30210 of the Coastal Act to ensure the public can always attain access to navigable waters
for recreational purposes. As such, through this legislative mandate, the Commission is charged
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with the duty of ensuring that proposed development is consistent with Section 30210 of the Coastal
Act, and by extension, the public trust doctrine.
When the BCP application was submitted, a significant portion of the proposed residential
development was located on the portion of the site where there was a public trust easement. More
specifically, 11 of the proposed 32 lots were wholly or partially located within the public trust
easement. This 1.168ac easement area is identified as Parcel A in Exhibit No. 11. The public trust
is a sovereign public property right held by the State (under the jurisdiction of the California State
Lands Commission) or its delegated trustee, for the benefit of all the people. This right limits the
uses of these lands to waterborne commerce, navigation, fisheries, open space, recreation, or other
recognized Public Trust purposes, including visitor-serving commercial uses. Residential use is a
prohibited use on public trust lands unless the Legislature or courts, either through land exchange,
legislative act or adjudication, has removed public trust obligations from certain public trust
resources (Exhibit No. 11).
Residential use on the public trust easement area is not consistent with the uses allowed under the
public trust. To remedy this situation, BCP submitted a request to SLC to exchange the public trust
easement from Parcel A to Parcel B) so that the proposed residential development can be
undertaken. Parcel B is also located on the project site, along the San Gabriel River and includes
submerged land within the River (Exhibit No. 11).
The staff report for the November 2013 hearing on the BCP application pointed out that the
proposed land exchange agreement that would remove the public trust easement from Parcel A, and
instead encumber Parcel B with a public trust easement, would not afford the same opportunities to
benefit the public as those located on the Parcel A. A significant portion of Parcel B is already
undevelopable since it is submerged property. Additionally, the applicants have already agreed in
the 2011 Settlement Agreement and the 2012 Disposition and Development Agreement affecting the
project site to convey Parcel B to the City (the “San Gabriel River Trail Parcel” which is to be used
for public trail purposes). If Parcel B is conveyed to the City for public trail purposes, its value as
an exchange parcel for the public trust easement is severely diminished as the land would already be
protected for the uses encouraged by the Coastal Act and consistent with the public trust. In
addition, Parcel A is located adjacent to land developed with a marine-related boating use that is
consistent with the public trust doctrine. Thus, the public trust easement should remain on Parcel A
as it is an ideal location for higher priority uses encouraged by the Coastal Act and which could
support, rather than conflict with the adjacent marine-related/recreational use. Marine-related
and/or visitor-serving recreational uses are also those required on public trust lands, thus, no land
exchange is needed to allow build-out of the subject site consistent with both the Coastal Act and
the public trust doctrine. Commission staff communicated these concerns to SLC prior to their
action on the BCP land exchange agreement hearing.
On October 14, 2014 the State Lands Commission considered the BCP request and approved the
Compromise Title Settlement and Land Exchange Agreement. Their action included the
termination of the public trust easement on Parcel 1 (the 1.168 acre parcel referred to as Parcel A
above and on Exhibit No. 11) in exchange for BCP granting a public trust easement on an
approximately 1.177 acre parcel which includes a portion of Parcel 6, a portion of Parcel 7 and
Parcel 8 which include mainly water area and a small portion of land area, including land containing
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a portion of the existing San Gabriel River bike trail (referred to as Parcel B above and on Exhibit
No. 11). However, the SLC action also required BCP to pay $2.71 million to be deposited into the
Kapiloff Land Bank Fund, which is administered by the SLC and used to acquire outstanding
interests in tidelands or lands that are near tidelands and beneficial for public trust purposes,
according the SLC staff report for this action (Exhibit No. 19). According to the October 14, 2014
staff report adopted by the SLC, the basis for the $2.71million Kapiloff Fund contribution that was
required in addition to the exchange of the public trust easement from Parcel A to Parcel B, included
the following economic analysis:
Commission staff spent a significant amount of time appraising the value of the public trust
easement on the Trust Termination Easement Parcel. Staff’s approach was to appraise the
value of the parcel based on the highest and best economic use with a trust consistent
development (i.e., a visitor serving hotel) and compare that with the highest and best
economic use of the parcel without consideration of the Public Trust Doctrine (i.e.,
residential development). The difference between those values is the basis of the valuation of
the public trust easement on the Trust Termination Easement Parcel. Staff determined the
state’s public trust easement interest in the Trust Termination Easement Parcel is valued at
$2.71 million. (Exhibit No. 19, page 7)
The $2.71 million contribution was found necessary by SLC to mitigate the loss of value in
removing the public trust easement from a 1.168ac area of the 10.9ac project site. This mitigation is
not for the loss of lower cost visitor-serving uses, including lower cost overnight accommodations
in order to find the development consistent with the recreation and public access provisions of the
Coastal Act. Such an additional mitigation requirement may occur if the Coastal Commission were
to approve the proposed project which includes a change in the allowable use from hotel use only,
or other priority use for the site, to residential use only on the northerly 4.5 acres of the 10.9ac site.
The Commission notes that the applicant would not have to pay the $2.71million fee to terminate
the public trust easement if the site was developed with hotel or other visitor-serving commercial
and recreational uses.
Conclusion
The proposed primarily single family residential development with a passive, open space park does
not meet the requirements of the public access and recreation policies of the Coastal Act for the
property which is between the ocean and first public roadway. The submitted economic analysis
supports the fact the owner is interested in developing residential use on the site and not a hotel. The
Commission finds it is feasible for development of this site to provide some meaningful visitorserving options designed to meet the user demands of the bicyclists and watersport enthusiasts that
are drawn to the site due to its waterfront location along both the Pacific Ocean and the San Gabriel
River, and nearby supporting commercial and recreational uses. Such uses would also be consistent
with the public trust and the land exchange agreement with State Lands or payment of the $2.7
million would not be necessary. For these reasons, staff recommends the Commission DENY the
proposed use of the project site for 32 single family residences and a passive open space park.
As proposed, the project fails to provide Coastal Act higher priority uses at a prime riverfront and
oceanfront location that would maximize the public’s opportunities for the coastal access and
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recreation. Therefore, the Commission finds that the proposed project is inconsistent with Sections
30213, 30220, 30221, 30222, 30224 and 30255 of the Coastal Act and must be denied.

D. ALTERNATIVES
There are several alternatives to the proposed development that can be found consistent with the
public access, public recreation and recreational boating support policies of the Coastal Act.
Among those possible alternative developments are the following (though this list is not intended to
be, nor is it, comprehensive of all the possible alternatives).
1. No project
No changes to the existing site conditions would result from the “no project” alternative. As such,
the site would remain undeveloped and residential use, a lower priority use, would not be
constructed on site. There also would be no encroachment into the existing adjacent preferred
recreational boating support use by residential use, thereby avoiding a conflict with the continuance
of the existing beneficial use.
2. Revising the proposed project to include higher priority Coastal Act uses
Another potential alternative would be revising the proposed project so that it included higher
priority uses that are encouraged by the Coastal Act, such as visitor-serving commercial including
overnight accommodations, commercial recreation, and marine commercial and lower cost visitor
and recreational facilities. As opposed to the applicants’ residential proposal for the site, these uses
would offer an opportunity for the site to maximize its ability to provide amenities beneficial to a
greater segment of the general public. These higher priority uses could be stand alone uses or a mix
of these uses could be provided. These uses could range from beach equipment rental shops, boat
repair facilities, active park, RV park, etc. An additional higher priority use would be placing a
passive park, similar to the applicants proposed park, but not at such a large scale that would take
into account habitat concerns including foraging areas. An option for including a lower priority
residential use is to place it on the upper floors of a mixed use development while preserving the
ground floor for higher priority visitor-serving commercial uses. Whichever way the site is
developed with either a single use or mixed-use, these uses should be of the higher priority variety
allowable under the Coastal Act.
As stated, the project site is an ideal location for higher priority uses. This is even further
highlighted by the applicants’ recent indication that there is a seasonal beach that occurs in the San
Gabriel River adjacent to the northern project boundary along the San Gabriel Bike Trail. The
applicants state this beach area can be used for beach recreation and hand carried watercraft access,
such as kayak, stand up paddleboard, etc. Thus, this reinforces the fact that the site serves as an
ideal location for higher priority visitor-serving and commercial recreational uses.
3. Revising the proposed project to include a hotel use located at the southern portion of the
property adjacent to the parking lot/beach
A constant theme in the applicants’ hotel analyses for the site was that hotel options were not
favorable due to the DWP Specific Plan requiring the hotel use to be located near Marina Drive
instead of near the City parking lot/beach. The standard of review is the Coastal Act and it does not
preclude any areas of the site for hotel development or other visitor-serving commercial recreational
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uses. As stated above, the site should instead be evaluated in its entirety and the best possible
higher priority use or uses for the entire site should be identified, which could include a hotel use or
other type of overnight accommodation located near the City parking lot/beach or somewhere else
on the property.

E. UNPERMITTED DEVELOPMENT
Development has allegedly occurred on the project site without all required Coastal Act
authorizations. The development consisted of: construction of the San Gabriel River Trail; removal
of subsurface structures and remediation of the site for asbestos contamination; re-grading of the
site; removal of the Ocean Avenue bridge ramp; installation of the perimeter fence/green screen;
and mowing and disking of the site. None of this development was included with the proposed
project and no previous coastal development permits have been approved for this work. Thus, the
unpermitted development is not resolved with this application.
In response to the unpermitted development discussed above, the applicants submitted a letter dated
October 31, 2013 to Commission staff. The applicants state that in 1976 the City of Seal Beach
received approval from the LADWP (Los Angeles Department of Water & Power) and LACFCD
(Los Angeles County Flood Control District) to use the existing flood control maintenance road for
bicycle trail purposes (San Gabriel River Trail). The applicants also provided aerials from 1972
showing the maintenance road was in existence prior to the road being used for a bicycle trail. The
paving of the bicycle trail was completed at some unknown point.
Regarding the removal of subsurface structures and remediation of the site for asbestos
contamination; re-grading of the site; and removal of the Ocean Avenue bridge ramp, the applicants
submitted a copy of CDP No. 5-87-541-(City of Los Angeles Department of Water & Power), that
was approved by the Commission on October 16, 1987 which allowed the following development
on site: “The project is to demolish and extract surface and subsurface remnants of abandoned
power plant. Grading is estimated at about 70,000 cubic yards.” Thus, the applicants have provided
information showing that a CDP was approved for that identified development on site.
The applicants have provided information showing that the site has had a pre-coastal fence on site,
the green screen has been removed and that the site has been mowed and disked continuously for
years by the previous owner and the current owner in response to the installation of the perimeter
fence/green screen; and mowing and disking of the site. For forty years, the site was covered by a
steam energy generating facility until it was partially demolished in 1967. In 1987, CDP No. 5-87541-(City of Los Angeles, Department of Water & Power) allowed the demolition and extraction of
surface and subsurface remnants of the abandoned power plant as well as grading of the site. The
site currently contains disturbed non-native grassland that has been mowed and disked ever since.

F. LOCAL COASTAL PROGRAM (LCP)
Section 30600(c) of the Coastal Act provides for the issuance of Coastal Development Permits
directly by the Commission in regions where the local government having jurisdiction does not have
a Certified Local Coastal Program. The permit may only be issued if the Commission finds that the
proposed development will not prejudice the ability of the local government to prepare a Local
Coastal Program, which conforms with Section 30604 of the Coastal Act.
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On July 28, 1983, the Commission denied the City of Seal Beach Land Use Plan (LUP) as submitted
and certified it with suggested modifications. The City did not act on the suggested modifications
within six months from the date of Commission action. Therefore, pursuant to Section 13537(b) of
the California Code of Regulations, the Commission’s certification of the land use plan with
suggested modifications expired. The LUP has not been resubmitted for certification since that
time.
The proposed development is inconsistent with the Chapter 3 policies of the Coastal Act and would
prejudice the City's ability to prepare a Local Coastal Program for Seal Beach that is consistent with
the Chapter 3 policies of the Coastal Act as required by Section 30604(a). The applicants proposal
to place a lower priority residential use at the DWP site, which is an ideal coastal location instead
for higher priority uses ranging from visitor-serving commercial, recreation and marine commercial
and lower cost visitor and recreational facility uses could prejudice the City’s ability to prepare a
LCP that is consistent with the Coastal Act.

G. CALIFORNIA ENVIRONMENTAL QUALITY ACT (CEQA)
Section 13096 of Title 14 of the California Code of Regulations requires Commission approval of
Coastal Development Permits to be supported by a finding showing the permit, as conditioned by
any conditions of approval, to be consistent with any applicable requirements of the California
Environmental Quality Act (CEQA). The City of Seal Beach is the lead agency for purposes of
CEQA compliance. An Environmental Impact Report (EIR) was approved for this project in July
2012 pursuant to the provisions of CEQA. Mitigation measures included measures to minimize any
impacts to aesthetics, cultural, traffic and noise. However, Section 21080.5(d)(2)(A) of CEQA
prohibits a proposed development from being approved if there are feasible alternatives or feasible
mitigation measures available which would substantially lessen any significant adverse effect, which
the activity may have on the environment.
While the City of Seal Beach approved an EIR for the site with mitigation measures to minimize
any impacts, the Commission, pursuant to its certified regulatory program under CEQA, the Coastal
Act, determined that the proposed development would have both, direct and cumulative adverse
environmental impacts. There are feasible alternatives or mitigation measures available, such as a
no project alternative, revising the proposed project to include higher priority Coastal Act uses,
revising the proposed project to include a hotel use located at the southern portion of the property
adjacent to the parking lot/beach or developing the 10.9 acre site with a mixed-use development
continuing a combination of some of these uses and perhaps passive or active park use on a portion
of the site. Therefore, the proposed project is not consistent with CEQA or the policies of the
Coastal Act because there are feasible alternatives, which would lessen significant adverse impacts,
which the activity would have on the environment. Therefore, the project must be denied.
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APPENDIX 1
SUBSTANTIVE FILE DOCUMENTS: 1982 DWP Specific Plan; 1996 DWP Specific Plan; City
of Seal Beach Approval in Concept dated January 8, 2013; CDP No. 5-10-220-(City of Seal Beach);
CDP No. 5-10-168-(City of Newport Beach); City of Malibu LCPA MAL-MAJ-2-09-A; CCC
action on the City of Seal Beach LUP dated July 24, 1983; CDP No. 5-99-026-(Musso); CDP No. 505-385-(Seal Beach Six, Inc.); CDP No. 5-87-541-(City of Los Angeles, Department of Water &
Power); Dispute Resolution CDP No. 5-13-1233-EDD-(Bay City Partners, City of Seal Beach and
Marina Beach Partners); CDP No. 5-99-026-(Musso); CDP No. 5-05-385-(Seal Beach Six, Inc.);
LCP Amendment MAL-MAJ-2-09-A-(Crummer); Environmental Impact Report (EIR) (SCH#
2011061018); Addendum to Environmental Impact Report (EIR) (SCH# 2011061018) – Title
Settlement and Land Exchange Agreement; State Lands Commission (SLC) Notice of
Determination (File Ref: W26609/SCH#2011061018/Calendar Item: C108)/; State Lands
Commission Notice of Exemption (File Ref: W26609/Calendar Item: C108); Commission staff
comment letters regarding Draft Environmental Impact Report (EIR) (SCH# 2011061018) dated
July 6, 2011 and January 9, 2012; City of Seal Beach Resolution No. 6274; City of Seal Beach
Resolution No. 6275; City of Seal Beach Resolution No. 6276; City of Seal Beach Ordinance No.
1620; City of Seal Beach General Plan Amendment 11-1; City of Seal Beach DWP Specific Plan
Amendment 11-1; City of Seal Beach Zoning Map Amendment 11-1; City of Seal Beach Tentative
Tract Map (TTM) 17425; City of Seal Beach and BCP Settlement Agreement dated March 16,
2011; City of Seal Beach and BCP Disposition and Development Agreement dated July 9, 2012;
and Lot Line Adjustment 13-1; Analysis of Potential Market Demand and Statements of Estimated
Annual Operating Results for a Proposed Hotel to be located in Seal Beach, CA prepared by PKF
Consulting, USA dated July 31, 2003; Potential Market Demand and Estimated Operating Results
for a Proposed Hotel to be located in Seal Beach, California prepared by PKF Consulting, USA
dated November 6, 2009; Peer review and Site Specific Hotel Feasibility Evaluation prepared by
Kosmont Companies dated September 2011; Visitor-Serving Use Analysis prepared by PKF
Consulting USA, dated November 26, 2012; Letter from BCP to Commission staff dated August 20,
2013; Letter from the SLC to City of Seal Beach Director of Development Services dated April 25,
2012; Letter from and the SLC to City of Seal Beach Planning Commission dated May 2, 2012;
Letter from BCP to Commission staff dated November 19, 2013; Email correspondence between
BCP and Commission staff dated November 22, 2013; Letter from Commission staff to BCP dated
December 11, 2013; Letter from BCP to Commission staff dated January 31, 2014; Feasibility of
Visitor Serving Uses: Evaluation of Viability for Various Requested Alternatives Bay City
Partners/LADWP Site – Seal Beach prepared by Kosmont Companies dated January 2014; Active
Park Analysis dated January 31, 2014; Letter from Commission staff to BCP dated March 5, 2014;
Letter from Campbell Lodging, Inc. dated February 4, 2014; Letter from Richards, Watson, Gershon
to Commission staff dated February 7, 2014; Letter from BCP to Commission staff dated March 4,
2014; Letter from Kosmont Companies to BCP dated March 4, 2014; Letter from BCP to
Commission staff dated March 6, 2014; Letter from Kosmont Companies received March 6, 2014;
Proposed Seal Beach Hotel Land Use Analysis prepared by PKF Consulting, USA dated January
2014; ESRI Retail MarketPlace Profile, Seal Beach received March 6, 2014; USC Casden
Multifamily Forecast for 2013, Orange County Section received March 6, 2014; Feasibility of
Visitor Serving Uses: Evaluation of Viability for Various Requested Alternatives Bay City
Partners/LADWP Site – Seal Beach prepared by Kosmont Companies dated January 2014-Site Plan
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Analysis dated March 6, 2014; Letter from Commission staff to BCP dated April 4, 2014; Letter
from BCP to Commission staff dated April 7, 2014; Letter from Commission staff to BCP dated
May 8, 2014; Letters from BCP to Commission staff dated May 14, 2014; Feasibility of Visitor
Serving Uses: Evaluation of Viability for Various Requested Alternatives Bay City
Partners/LADWP Site – Seal Beach prepared by Kosmont Companies dated January 2014 (May
2014); Proposed Seal Beach Hotel Land Use Analysis prepared by PKF Consulting, USA dated
January 2014 (Updated May 2014); Letter from BCP to Commission staff dated June 17, 2014;
Letter from BCP to Commission staff dated October 9, 2014; Letter from Commission staff to State
Lands Commission (SLC) dated October 13, 2014; Letter from State Lands Commission (SLC) to
Commission staff dated October 16, 2014; Letter from BCP to Commission staff dated October 17
19, 2014; Letter from BCP to Commission staff dated December 23, 2014; Letter from BCP to
Commission staff dated January 23, 2015; Letter from BCP to Commission staff dated January 27,
2015; Letter from the City of Seal Beach to Commission staff; and Los Angeles Times Article
“Investors checking into luxury hotels” dated Monday, February 16, 2015.
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STATE OF CALIFORNIA

EDMUND G. BROWN JR., Governor
JENNIFER LUCCHESI, Executive Officer
(916) 574-1800
Fax (916) 574-1810
California Relay Service TDD Phone 1-800-7352929 from Voice Phone 1-800-735-2922

CALIFORNIA STATE LANDS
COMMISSION 100 Howe Avenue, Suite
100-South Sacramento, CA 95825-8202

Contact Phone: (916)574-2501
Contact Fax: (916)574-1855

October 16, 2014
File Ref: W26609/AD642
Teresa Henry
District Manager
California Coastal Commission
200 Oceangate, 10th Floor
Long Beach, CA 90802
Re: State Lands Commission October 14, 2014 Meeting Calendar Item 108
Dear Ms. Henry:
At the October 14, 2014 meeting, the State Lands Commission (Commission)
considered Calendar Item 108 for a Compromise Title Settlement and Land Exchange
Agreement involving certain interests in land located adjacent to and in the San Gabriel
River, and along First Street and Marina Drive, in the City of Seal Beach, County of
Orange, California with Bay City Partners, LLC (attached). The Commission voted 2-0 to
approve the Compromise Title Settlement and Land Exchange Agreement.
If you have any questions regarding this matter, please feel free to contact me at
(916) 574 – 2501.

Sincerely,

Kathryn Colson
Staff Attorney

cc: Fernie Sy, CCC
Ed Selich, Bay City Partners LLC
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CALENDAR ITEM
A 72

108

S 34

10/14/14
W 26609
R. Collins
K. Colson

CONSIDER A COMPROMISE TITLE SETTLEMENT AND LAND EXCHANGE
AGREEMENT INVOLVING CERTAIN INTERESTS IN LAND LOCATED ADJACENT
TO AND IN THE SAN GABRIEL RIVER, AND ALONG FIRST STREET AND MARINA
DRIVE, IN THE CITY OF SEAL BEACH, COUNTY OF ORANGE, CALIFORNIA
PARTIES:
Bay City Partners, LLC
California State Lands Commission
INTRODUCTION:
Bay City Partners, LLC (Bay City) owns the fee title to 10.9 acres of land along First
Street, Marina Drive and the San Gabriel River in the City of Seal Beach (City). Bay City
proposes to develop a portion of the 10.9-acre site into 32 residential lots and the rest of
the site, approximately 6.4. acres, would be used for public open space and passive
recreation purposes.
The 10.9-acre site, which was previously owned by the Los Angeles Department of
Water and Power (DWP), is commonly known as the “former DWP property.” A 1.168acre portion of the site where residential development is proposed is subject to a public
trust easement (Trust Termination Easement Parcel). Because residential development
is generally considered inconsistent with the common law Public Trust Doctrine (Public
Trust Doctrine), Bay City has proposed a title settlement and land exchange that would
terminate the public trust easement on the 1.168-acre Trust Termination Easement
Parcel (as shown on Exhibit A). In exchange, Bay City would grant a public trust
easement to the California State Lands Commission (Commission) in a 1.177-acre
parcel in and along the San Gabriel River called the Public Trust Easement Parcel (as
shown on Exhibit A) and contribute $2.71 million into the Kapiloff Land Bank Fund
exclusively for the acquisition of property better suited for public trust purposes. The
$2.71 million would be used to purchase outstanding interests in tidelands or lands that
are nearby tidelands and beneficial for public trust purposes. The Commission and Bay
City are both parties in the proposed “Compromise Title Settlement and Land Exchange
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Agreement Regarding Certain Interest in Lands in the Vicinity of the San Gabriel River,
City of Seal Beach, County of Orange, California” (Agreement).
BACKGROUND:
Title and Boundary History
Upon its admission to the United States of America on September 9, 1850, the State of
California, by virtue of its sovereignty under the Equal Footing Doctrine of the
Constitution of the United States, received in trust for the people of California all right,
title, and interest in previously ungranted tidelands and submerged lands within its
boundaries for certain public trust purposes including but not limited to commerce,
navigation and fisheries. Originally, the 10.9-acre site was located partially in Rancho
Los Alamitos and partially on sovereign tidelands. The state conveyed to private parties
certain sovereign land in the Alamitos Bay Area pursuant to State Tideland Location No.
137, but those lands were subject to a public trust easement for purposes of commerce,
navigation and fisheries.
Several boundary line and exchange agreements involving portions of the site have
fixed boundaries or relocated the public trust easement resulting in the present
configuration. These agreements were fully executed and recorded with the Orange
County Recorder. In 1967, Boundary Line Agreement 90 (BLA 90) was entered into
between the City, DWP (the predecessors in interest to Bay City), and the Commission.
BLA 90 fixed the boundary along the shore of the Pacific Ocean at the mouth of the San
Gabriel River Channel. In 1968, Boundary Line Agreement 94 (BLA 94) was entered
into by the Commission, the City, DWP, as well as numerous other parties that owned
land adjacent to the newly-established boundary line. BLA 94 fixed the boundary
between Rancho Los Alamitos and the sovereign lands of the state, certain of which
were conveyed into private ownership by virtue of State Tide Land Location No. 137.
BLA 94 confirmed those lands that were conveyed into private ownership pursuant to
State Tide Land Location No. 137 were subject to a public trust easement for purposes
of commerce, navigation and fisheries.
In 1970, a land exchange agreement which involved portions of the site, referred to as
Sovereign Land Location 51 (SLL 51), was entered into between the Commission, San
Gabriel River Improvement Company, Dow Chemical, and East Naples Land Company.
SLL 51 terminated the public trust easement on parcels adjacent to the Public Trust
Easement Parcel along the San Gabriel River in exchange for the Commission
receiving fee title to certain nearby parcels. The Commission maintains that SLL 51 did
not terminate the public trust easement on the Trust Termination Easement Parcel.
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Commission staff first became aware of the proposed development project in April 2012
when staff was contacted by a local community member. Commission staff sent a letter
to the City’s Planning Commission identifying the Commission’s public trust easement
interest in the Trust Termination Easement Parcel. Bay City strongly disagrees with the
Commission’s public trust easement claim. Commission staff and Bay City have been
negotiating the proposed Agreement since 2012.
The 10.9-Acre Site and the Proposed Development Project
Currently, the 10.9-acre site is vacant and fenced off except for the San Gabriel River
bike path improvement located along the San Gabriel River. The proposed development
is for a 32-lot residential development on 4.5 acres, with another 6.4 acres to be
transferred to the City for public open space. Approximately 11 of the proposed 32 lots
are affected by the public trust easement on the Trust Termination Easement Parcel.
Adjacent to the southwestern end of the site is a public oceanfront recreational facility
known as the River’s End Staging Area (RESA) that is adjacent to both the beach and
the San Gabriel River. The RESA separates the 10.9-acre site from the Pacific Ocean.
It is a popular windsurfing staging area and provides parking for cyclists and
pedestrians who use the San Gabriel River Trail, which connects the Pacific Ocean to
the San Gabriel Mountains and runs through a portion of the site.
As a settlement of eminent domain litigation between the City and Bay City, Bay City
currently leases the driveway to the RESA parking lot and the bike trail parcel to the City
for $1 a year. The settlement also provides for the conveyance of the driveway and bike
trail parcels as well as the proposed 6.4-acre open space area upon the issuance of a
coastal development permit (CDP) for the residential development. The lease to the City
will expire on March 31, 2015, or within 30 days of a project denial by the California
Coastal Commission (CCC).
The City certified the Final Environmental Impact Report (EIR) (State Clearinghouse
[SCH] No. 2011061018) on June 25, 2012. The City also approved a General Plan
Amendment 11-1 and Tentative Tract Map 17425 at the same meeting.
California Coastal Commission Review of the Proposed Development Project
Bay City applied to the CCC for a CDP for the proposed development in May 2013. The
proposed development is within the Coastal Zone and there is no certified Local Coastal
Program. Therefore, the CCC has original permit jurisdiction over the development
project. However, the CCC’s review and approval is not required for the proposed
Agreement pursuant to Public Resources Code section 30416, subdivision (c).
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CCC first considered the CDP application in November 2013 and CCC staff
recommended denial based on several concerns with the development project. Bay City
agreed to withdraw its application and resubmit the application with the additional
requested information. In August 2014, the CCC considered and voted in favor of CCC
staff’s determination to find the application incomplete.
The CCC has been involved in the planning for this site since the late 1970s. The CCC
considered the City’s proposed Land Use Plan (LUP) in 1983, which called for visitor
serving development on 30 percent of the site, but the modifications suggested by CCC
were never adopted by the City and the LUP was never certified. The suggested
modifications included only allowing open space for parks, trails, active or passive
recreation and theatre on the 70 percent of the site dedicated to open space.
The CCC staff strongly believes that higher priority uses consistent with Chapter 3
policies of the Coastal Act should be included in the development on the site. These
include visitor serving commercial uses that provide accommodations, and goods and
services intended to primarily serve the needs of visitors, such as hotels, as well as
active or passive park use facilities. Residential use is not a high priority use under the
Coastal Act. CCC staff believes that the proposed Agreement is unnecessary because
the priority uses CCC staff believes are appropriate for this site, including a visitorserving hotel, are consistent with the Public Trust Doctrine.
Kapiloff Land Bank Fund
The proposed Agreement would provide for a $2.71 million deposit into the Kapiloff
Land Bank Fund, which the Commission administers as the trustee pursuant to Public
Resources Code section 8600 et seq. The Kapiloff Land Bank Act (Act) was introduced
by Assemblyman Lawrence Kapiloff and enacted by the Legislature in 1982. The Act is
an extension of the Commission’s authority as set forth in Public Resources Code
section 6307, enacted to facilitate settlements of title to real property with cash
payments where exchange parcels are not readily available or are not of equal value
and to potentially facilitate purchase of larger interests in land through the pooling of
such acquisition money. Money acquired through a title settlement and land exchange
agreement and held in the Kapiloff Land Bank Fund must be spent only to acquire
interest(s) in land for uses that are consistent with and promote the Public Trust
Doctrine. The types of land that can be acquired with the funds include outstanding
interests in tide and submerged lands, lands which may have been converted to
wetlands, or adjoining or nearby lands where the public use and ownership of the land
is necessary or extremely beneficial for the furtherance of public trust purposes. (Pub.
Resources Code § 8613, subd. (a).) For example, the Commission, as trustee for the
Kapiloff Land Bank Fund, recently approved the acquisition of a parcel of land adjacent
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to Lake Tahoe in the city of South Lake Tahoe that provides direct public access and
recreational opportunities to the lake.
LEGAL REQUIREMENTS FOR A TITLE SETTLEMENT AND LAND EXCHANGE:
Pursuant to Public Resources Code section 6307, the Commission is authorized, under
certain limited circumstances, to terminate the State’s public trust interests and enter
into a compromise title settlement and land exchange agreement. The Commission, in
order to comply with article X, section 3 of the California Constitution and to approve the
proposed Agreement, must make the following requisite findings pursuant to Public
Resources Code section 6307:
(1) The exchange is for one or more of the following purposes:
a. To improve navigation or waterways;
b. To aid in reclamation or flood control;
c. To enhance the physical configuration of the shoreline or trust land
ownership;
d. To enhance public access to or along the water;
e. To enhance waterfront and nearshore development or redevelopment for
public trust purposes;
f. To preserve, enhance, or create wetlands, riparian or littoral habitat, or
open space; and/or
g. To resolve boundary or title disputes.
(2) The lands or interests in lands to be acquired in the exchange will provide a
significant benefit to the public trust;
(3) The exchange does not substantially interfere will public rights of navigation and
fishing;
(4) The monetary value of the lands or interests in lands received by the trust in
exchange is equal to or greater than that of the lands or interests in land given by
the trust in exchange;
(5) The lands or interests in land given in exchange have been cut off from water
access and are in fact no longer tidelands or submerged lands or navigable
waterways and are relatively useless for public trust purposes;
(6) Mineral interests are not being exchanged as part of the Agreement; and,
(7) The exchange is in the best interests of the state.
ANALYSIS AND STAFF RECOMMENDATION:
Commission staff analyzed all the evidence available concerning the site in question,
including the title history, title reports, historic use reports, surveys, survey instructions,
maps, historic photographs, feasibility studies, appraisals, local and state governmental
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staff reports, applicable case law and other useful information in determining a
recommendation for the proposed Agreement.
Purposes of the exchange.
The purposes of the exchange provided for in the Agreement are to: 1) enhance public
access and recreation to and along the water; 2) enhance the physical configuration of
the trust land ownership, and 3) resolve a title dispute. Currently, the Trust Termination
Easement Parcel is not adjacent to the San Gabriel River and only one corner of the
parcel comes near the river. The Public Trust Easement Parcel to be received is
partially located within the San Gabriel River and is a long parcel that extends along the
river and the bike path located next to the river. Since the Public Trust Easement Parcel
is physically located in and along the water, it provides better direct and continuous
access to the San Gabriel River than the Trust Termination Easement Parcel. Since the
privately owned Public Trust Easement Parcel is already improved with a bike path,
obtaining a public trust easement, held by the Commission, in this parcel would ensure
that the public has the right to use the bike path.
As the result of artificial changes to the mouth of the San Gabriel River and a boundary
line and land exchange agreement in 1970, the Trust Termination Easement Parcel is
not contiguous with other sovereign land interests. In contrast, the Public Trust
Easement Parcel is adjacent to sovereign land ownership within the San Gabriel River.
If the Agreement is approved, there will no longer be a gap in sovereign ownership.
Additionally, the proposed Agreement will also resolve a title dispute between Bay City
and the Commission of whether there is a valid public trust easement over the Trust
Termination Easement Parcel.
Interests in land to be acquired will provide a significant benefit.
The Public Trust Easement Parcel provides significant benefits to the public trust
because the parcel provides public access and recreation to, along, and in the San
Gabriel River towards the Pacific Ocean. The Public Trust Easement Parcel has been
improved with a portion of the San Gabriel River Bike Path that allows the public access
from the Pacific Ocean to the San Gabriel Mountains. According to Bay City, there is a
seasonal beach that occurs in the San Gabriel River within the Public Trust Easement
Parcel that could provide beach access and beach recreational activities. The Public
Trust Easement Parcel enhances the physical configuration of the trust land ownership
because the public trust easement will now be located in and adjacent to the San
Gabriel River and sovereign land ownership by the state. Additionally, the $2.71 million
deposit into the Kapiloff Land Bank Fund will allow the Commission to acquire
outstanding interests in tide or submerged land or nearby uplands that are necessary
and beneficial for public trust purposes, such as to provide meaningful public access.
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Exchange does not substantially interfere with public rights of navigation and fishing.
The Trust Termination Easement Parcel has been filled and reclaimed and is not
covered with water. The parcel is also not adjacent to the San Gabriel River.
Termination of the public trust easement in the Trust Termination Easement Parcel
would not interfere with any navigation or fishing rights because it is not possible to
participate in either activity in the Trust Termination Easement Parcel. The Public Trust
Easement Parcel, however, will allow the public to access the water and engage in
navigation, water-related recreational and fishing activities.
Monetary value of lands or interests in lands received by the trust is equal or greater
than lands given by the trust.
Commission staff spent a significant amount of time appraising the value of the public
trust easement on the Trust Termination Easement Parcel. Staff’s approach was to
appraise the value of the parcel based on the highest and best economic use with a
trust consistent development (i.e., a visitor serving hotel) and compare that with the
highest and best economic use of the parcel without consideration of the Public Trust
Doctrine (i.e., residential development). The difference between those values is the
basis of the valuation of the public trust easement on the Trust Termination Easement
Parcel. Staff determined the state’s public trust easement interest in the Trust
Termination Easement Parcel is valued at $2.71 million.
Commission staff is unable to assign any monetary value to the Public Trust Easement
Parcel because if Bay City receives a CDP for the proposed development, the fee
ownership of the Public Trust Easement Parcel will be transferred to the City. Under
City ownership, the Public Trust Easement Parcel will be used for essentially the same
public access purposes as the public trust easement that the Commission will obtain
over the parcel.
Therefore, staff recommends that the proposed Agreement provide for $2.71 million to
be deposited into the Kapiloff Land Bank Fund based on the value the state’s public
trust easement interest in the Trust Termination Easement Parcel to ensure that the
monetary value of the lands and interests to be exchanged into the Public Trust under
the Agreement is equal or greater than the monetary value of the lands and interests to
be exchanged out of the Public Trust. In addition to the $2.71 million, the Commission
will also receive a public trust easement on the Public Trust Easement Parcel that is
slightly larger than the Trust Termination Easement Parcel.
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Lands or interests in land given have been cut off from water access are no longer
tidelands or submerged lands and are relatively useless for trust purposes.
The Trust Termination Easement Parcel has been filled and reclaimed and does not
currently provide water access. The Trust Termination Easement Parcel is no longer
tidelands, submerged lands or a navigable waterway because it is physically separated
from the current San Gabriel River and is no longer covered with water.
The 10.9-acre parcel was previously the site of a DWP power plant that was
constructed in the 1920s and was removed in 1967. The entire site has been
remediated since the 1980s and there are no environmental impairments or restrictions
on the property. The Trust Termination Easement Parcel is fenced off and does not
currently provide any public trust purposes.
The only portion of the 10.9-acre site impressed with a public trust easement is the
1.168-acre Trust Termination Easement Parcel that is located on the northern portion of
the site, the farthest away from the ocean. This is the area that is proposed for
residential development and the portion of the site closer to the ocean and the river are
to be reserved as public spaces. For the past 30 years, this 1.168-acre Trust
Termination Easement Parcel has remained relatively useless for trust purposes, as
evidenced by the lack of trust-consistent development interest.
Since 1982, the site has been subject to a specific plan designation for open space and
a visitor-serving hotel but there was never a certified Local Coastal Program (LCP) for
this area. Commission staff has reviewed the feasibility studies submitted to the CCC
that evaluated whether a hotel development on the site is feasible. Commission staff
believes that the feasibility studies provided by Bay City concluding that a hotel is not
feasible on the site are based on reasonable assumptions and analysis.
Mineral interests are not being exchanged as part of the Agreement.
The Agreement only involves public trust easements in the property and does not
include any conveyance of fee interest that could include mineral rights. In addition, the
Agreement expressly states that it does not affect any mineral interests.
Exchange is in the best interests of the state.
Through the proposed Agreement, the Commission will receive a slightly larger public
trust easement adjacent to and in the San Gabriel River and $2.71 million deposit in
Kapiloff to acquire other interests in land better suited for public trust purposes. The
proposed Agreement will allow for the residential development on the northern portion
of the 10.9-acre site and, as a result, 6.4 acres will be conveyed to the City as open
space and recreational land. The proposed Agreement will ensure that through
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acceptance of the Public Trust Easement Parcel the public has a permanent right to use
the portion of the San Gabriel River Bike Trail that passes through the property and is
currently in private ownership.
Since litigation of this matter would likely be extremely protracted and costly with
uncertain results, the Parties to the Agreement consider it expedient, necessary, and in
the best interests of the State and Bay City to resolve this dispute through a title
settlement and land exchange agreement thereby avoiding the substantial costs and
uncertainties of litigation.
Public Resources Code section 21080.11 states that “[t]his division [California
Environmental Quality Act (CEQA)] shall not apply to settlements of title and boundary
problems by the State Lands Commission and to exchanges or leases in connection
with those settlements.” Commission staff believes that Public Resources Code section
21080.11 is applicable to the Agreement and that no additional CEQA review is required
because the Agreement is in furtherance of the settlement of title problems. The dispute
is over whether there is a valid public trust easement on the Trust Termination
Easement Parcel.
In addition, the City certified an EIR on June 25, 2012, that examined all the
environmental effects from the Specific Plan Amendment and related development on
the site. The EIR did not discuss the title settlement and land exchange agreement that
would be necessary before the development occurred. Although Commission staff
believes the statutory exemption discussed above applies, in an abundance of caution,
Commission staff prepared an Addendum to the certified EIR as contained in Exhibit B.
There is no legal requirement to publicly circulate an Addendum; however, Commission
staff published the Addendum on its website on October 1, 2014, and sent notices to all
recipients on the original EIR mailing list as well as other interested parties known to
Commission staff. As detailed in the Addendum, Commission staff found that the
modified project, the proposed title settlement and land exchange agreement, did not
have any new significant effects on the environment.
As described in the preceding paragraphs, the facts support each of the necessary
findings the Commission must make, including that the Agreement is in the best
interests of the state. Commission staff and the Attorney General’s Office have
reviewed the proposed Agreement and believe all necessary legal elements have been
met. Staff therefore recommends that the Commission approve the Agreement, in
substantially the form on file at the Commission’s Sacramento Office, and authorize its
execution and the execution and recordation of all documents necessary to implement
the Agreement.
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OTHER PERTINENT INFORMATION:
1. The State, acting by and through the Commission, is authorized under
Division 6 of the Public Resources Code, and specifically pursuant to section
6307 of such code, to enter into title settlement and land exchange
agreements.
2. The staff recommends that the Commission find that this activity is exempt
from the requirements of CEQA as a statutorily exempt project. The project is
exempt because it involves settlement of title and boundary problems and to
exchanges or leases in connection with those settlements.
Authority: Public Resources Code Section 21080.11 and California Code of
Regulations, Title 14, section 15282, subdivision (f).
3. An EIR, SCH No. 2011061018, was prepared for this project by the City and
certified on June 25, 2012. Commission staff has reviewed this document and
Mitigation Monitoring Program prepared pursuant to the provisions of CEQA
(Pub. Resources Code, § 21081.6) and adopted by the City. On October 1,
2014, Commission staff prepared an Addendum to the certified EIR and
posted the Addendum on its website and mailed notices of intent informing
interested persons about the Addendum.
4. This activity involves lands that have NOT been identified as possessing
significant environmental values pursuant to Public Resources Code section
6370 et seq.; however, the Commission has declared that all lands are
“significant” by nature of their public ownership (as opposed to
“environmentally significant”). Since such declaration of significance is not
based upon the requirements and criteria of Public Resources Code section
6370 et seq., use classifications for such lands have not been designated.
Therefore, the finding of the project’s consistency with the use classification
as required by California Code of Regulations, Title 2, section 2954 is not
applicable.
EXHIBITS:
A.
Site and Location Map
B.
Addendum
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RECOMMENDED ACTION:
CEQA FINDINGS:
Find that the activity is exempt from the requirements of CEQA pursuant
to California Code of Regulations, Title 14, section 15061 as a statutorily
exempt project pursuant to Public Resources Code section 21080.11 and
California Code of Regulations, Title 14, section 15282, subdivision (f),
settlement of title and boundary problems and to exchanges or leases in
connection with those settlements.
Find that an EIR, SCH No. 2011061018, was prepared for this project by
the City of Seal Beach and certified on June 25, 2012, and that the
Commission has reviewed and considered the information contained
therein and in the Addendum as contained in Exhibit B prepared by
Commission staff.
Find that in its independent judgment, none of the events specified in
Public Resources Code section 21166 or State CEQA Guidelines section
15162 resulting in any new or substantially more severe significant
impacts has occurred, and therefore, no additional CEQA analysis is
required.
AUTHORIZATION:
1.
Based upon the foregoing analysis, the information contained in the
Commission’s files, and the information presented at the public
meeting on the proposed Agreement, find that:
A. The Public Trust Easement Parcel provides significant benefits
to the public trust because the parcel provides public access
and recreation along the San Gabriel River towards the Pacific
Ocean. Additionally, the Public Trust Easement Parcel
enhances the physical configuration of the trust land ownership.
B. The exchange provided for in the Agreement does not
substantially interfere with public rights of navigation and fishing,
but rather will protect and enhance the public’s rights of public
access and recreation in the Public Trust Easement Parcel that
is adjacent to and in the San Gabriel River.
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C. The Public Trust Easement Parcel to be acquired by the
Commission and, the $2.71 million deposit into the Kapiloff Land
Back Fund is equal to or greater than the monetary value of the
Trust Termination Easement Parcel to be quitclaimed by the
Commission to Bay City.
D. The Trust Termination Easement Parcel, consisting of 1.17
acres being relinquished, is cut off from water access and no
longer is in fact tidelands or submerged lands or navigable
waterways, by virtue of being filled and reclaimed, and is
relatively useless for public trust purposes.
E. The Agreement is in the best interests of the state for the
following reasons: 1) by consolidating and expanding the total
acreage of lands protected under the public trust; 2) providing
and protecting public access and recreation along the San
Gabriel River through the acquisition of the Public Trust
Easement Parcel; 3) the $2.71 million deposit into the Kapiloff
Land Bank Fund shall be used to purchase outstanding
interests in tide and submerged lands or in lands that are
beneficial for the furtherance of public trust purposes.
F. The Agreement shall release any and all public trust claims from
the Trust Termination Parcel Easement that is being conveyed
by the Commission to Bay City and shall impose the public trust
easement onto the Public Trust Easement Parcel being
conveyed by Bay City to the Commission.
G. The purposes of the exchange provided for in the Agreement
are to: 1) enhance public access and recreation to and along
the water; 2) enhance the physical configuration of the trust land
ownership, and 3) resolve a title dispute.
H. It is the intent of the Agreement that no mineral rights shall be
transferred as part of the Agreement.
2. Find that the lands and interests in lands to be conveyed to the State
of California, acting by and through the Commission, are to be
accepted as public trust lands for the benefit of the people of the State
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of California, to be held by the State of California for public trust
purposes.
3. Approve and authorize the execution, acknowledgment, and
recordation of the Agreement and associated deeds and acceptances
on behalf of the Commission, in substantially the form of the copy of
such Agreement on file with the Commission.
4. Authorize the acceptance and deposit of $2.71 million into the Kapiloff
Land Bank Fund to be used only for the purchase of interest(s) in land
pursuant to Public Resources Code section 8613, subdivision (a).
5. Authorize and direct the staff of the Commission and/or the California
Attorney General to take all necessary or appropriate action on behalf
of the California State Lands Commission, including the execution,
acknowledgment, acceptance, and recordation of all documents as
may be necessary or convenient to carry out the Agreement; and to
appear on behalf of the Commission in any legal proceedings relating
to the subject matter of the Agreement.
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ENVIRONMENTAL IMPACT REPORT ADDENDUM

TITLE SETTLEMENT AND LAND EXCHANGE
AGREEMENT (DEPARTMENT OF WATER AND POWER
SPECIFIC PLAN AMENDMENT PROJECT)
SCH No. 2011061018
October 2014

Responsible Agency:
California State Lands Commission
100 Howe Avenue, Suite 100 South
Sacramento, California 95825
Lead Agency:
City of Seal Beach
211 8th Street
Seal Beach, California 90740
Project Proponent:
Bay City Partners, LLC
627 Bayside Drive
Newport Beach, California 92660
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1.0
1.1

INTRODUCTION

PROJECT LOCATION

The Department of Water and Power Specific Plan Amendment (Project) is located
within the City of Seal Beach (City), in the northwestern portion of Orange County. The
overall Project involves a 10.9-acre site (Assessor’s Parcel Numbers [APNs] 043-17102, -172-07 (portions), -172-08, -172-12, and -172-13), which currently consists of
vacant land, portions of a residence and commercial facility, and portions of the San
Gabriel River and associated bike trail (San Gabriel River Bike Trail). The overall
Project site was formerly utilized by the Los Angeles Department of Water and Power
(DWP) for power plant facilities and operations. The Project site is generally bounded by
Marina Drive to the north, 1st Street to the east, the Rivers End Café/beach parking lot
to the south, and the San Gabriel River to the west.
1.2

PROJECT MODIFICATION

The proposed Project modification is a proposed Title Settlement and Land Exchange
Agreement (Land Exchange Project) involving Parcels 1, 6, 7 and 8 of the Project (see
Figure 2-1, Existing Legal Parcels).
The Project site is currently divided into eight legal parcels which are owned in fee by
Bay City Partners, LLC (BCP). Parcel 1 is approximately 1.168 acre area currently
encumbered with a public trust easement. A public trust easement is a sovereign public
property right held by the State (under the jurisdiction of the California State Lands
Commission [CSLC]), for the benefit of all the people in California. Public trust purposes
include but are not limited to waterborne commerce, navigation, fisheries, water-related
recreation, habitat preservation, and open space.
The proposed Land Exchange Project includes the CSLC terminating the public trust
easement on Parcel 1 in exchange for BCP granting a public trust easement on a
approximately 1.177 acre parcel which includes a portion of Parcel 6, and a portion of
Parcel 7 and Parcel 8 along the bike trail and depositing $2.71 million into the Kapiloff
Land Bank Fund, which is administered by the CSLC (see Figure 2-2, Proposed
Exchange).
1.3

PROJECT BACKGROUND AND OBJECTIVES

On May 27, 2011, BCP submitted an application to the City to develop the DWP
Specific Plan area with a 48-lot residential development on 4.5 acres and 6.4 acres for
public open space passive recreation purposes. The Draft Environmental Impact Report
(EIR) was circulated for a 57-day public review and comment period from November 14,
2011, to January 9, 2012. Following the public review period, the City prepared a Final
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EIR, which included written responses to all comments received during the public
review period regarding the Draft EIR, a Mitigation Monitoring and Reporting Program,
and Errata. The Final EIR was released to the public on April 2, 2012.
On May 2, 2012, and June 6, 2012, the Planning Commission held duly noticed public
hearings to consider the proposed Project. During the May 2, 2012 hearing, the
Applicant presented a revised tract map that contained the same number of lots within
the same tract boundary, but with a different lot configuration and site access. The
Planning Commission provided comments to the applicant regarding the originally
submitted tract map and the revised map. The concerns primarily focused on lot widths,
drainage patterns/water quality features, pad elevations, and street/alley widths.
Consequently, the Applicant again revised the tract map to address the Planning
Commissions’ comments. The site plan ultimately resulted in a 32-lot residential
development on 4.5 acres and 6.4 acres for public open space passive recreation
purposes. Upon an environmental analysis of the Alternative Site Plan, conducted in
June 2012, the proposed project and Final EIR were considered by the Planning
Commission and City Council. The Final EIR was certified on June 25, 2012, by the City
Council.
CSLC staff first became aware of the Project in late April 2012, and on May 2, 2012,
CSLC staff submitted a letter to the Planning Commission explaining that a portion of
the Project site was impressed with a public trust easement. BCP, the property owner,
has disagreed with CSLC’s position. Several boundary line and exchange agreements
with the CSLC and the prior owners involved portions of the 10.9-acre site in the late
1960s and early 1970s which fixed the boundaries of Rancho Los Alamitos and State
Tideland Location No. 137.
As the agency with ownership and control of the State’s ungranted tide and submerged
lands, the CSLC must make specific findings pursuant to Public Resources Code
section 6307 when approving a title settlement and land exchange agreement involving
filled or reclaimed tide and submerged lands that are subject to the public trust.
The proposed Land Exchange Project involves $2.71 million being deposited into the
Kapiloff Land Bank Fund, which CSLC administers as the trustee pursuant to Public
Resources Code section 8600 et seq. The Kapiloff Land Bank Act (Act) was introduced
by Assemblyman Lawrence Kapiloff and enacted by the Legislature in 1982. The Act is
an extension of CSLC’s authority as set forth in Public Resources Code section 6307,
which was enacted to facilitate settlements of title to real property with cash payments
where exchange parcels are not readily available or are not of equal value and to
facilitate mitigation through the pooling of such payments.
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2.0
2.1

DESCRIPTION OF PROJECT MODIFICATION

ADDENDUM PURPOSE AND NEED

Once an Environmental Impact Report (EIR) has been certified for a project, no
subsequent or supplemental EIR shall be required unless one or more of the following
events occurs:
1) Substantial changes are proposed in the project which will require major
revisions of the EIR.
2) Substantial changes occur with respect to the circumstances under which the
project is being undertaken which will require major revisions in the EIR.
3) New information, which was not known and could not have been known at the
time the EIR was certified, becomes available. (Pub. Resources Code, § 21166.)
The State CEQA Guidelines section 15162 (Cal. Code Regs., tit. 14, § 15000 et seq.)
provides additional information on when the above events trigger the need for a
subsequent EIR. A subsequent EIR is required if:
1) Substantial changes are proposed in the project which will require major
revisions of the previous EIR due to the involvement of new significant
environmental effects or a substantial increase in the severity of previously
identified significant effects;
2) Substantial changes occur with respect to the circumstances under which the
project is undertaken which will require major revisions of the previous EIR due
to the involvement of new significant environmental effects or a substantial
increase in the severity of previously identified significant effects; or
3) New information of substantial importance, which was not known and could not
have been known with the exercise of reasonable diligence at the time the
previous EIR was certified as complete shows any of the following:
A. The project will have one or more significant effects not discussed in the
previous EIR;
B. Significant effects previously examined will be substantially more severe
than shown in the previous EIR;
C. Mitigation measures or alternatives previously found not to be feasible
would in fact be feasible, and would substantially reduce one or more
significant effects of the project, but the project proponents decline to
adopt the mitigation measure or alternative; or
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D. Mitigation measures or alternatives which are considerably different from
those analyzed in the previous EIR would substantially reduce one or
more significant effects on the environment, but the project proponents
decline to adopt the mitigation measure or alternative.
When none of the above events has occurred, yet some changes or additions are
necessary, an addendum is required. (State CEQA Guidelines, § 15164.)1
As will be explained below, none of the conditions described in State CEQA Guidelines
section 15162 calling for preparation of a subsequent EIR has occurred. This
Addendum supports the conclusion that the Land Exchange Project does not result in
any new significant environmental effects or a substantial increase in the severity of
previously identified significant effects. There are no new mitigation measures or
alternatives available that would substantially reduce the environmental effects beyond
those previously described in the EIR. As a result, an addendum is an appropriate
CEQA document for analysis and consideration of the Land Exchange Project.
Circulation of an addendum for public review is not necessary (State CEQA Guidelines,
§ 15164, subd. (c)); however, the addendum must be considered in conjunction with the
Final EIR by the decision-making body (State CEQA Guidelines, § 15164, subd. (d)).
2.2

COMPONENTS OF PROJECT MODIFICATION

Parcel 1 is encumbered with a public trust easement held by the California State Lands
Commission (CSLC) in trust for the people of California. Development of residential
uses is prohibited on such land. In order to settle the disputed claim of a public trust
easement and allow use of Parcel 1 for residential development, the Project Proponent
proposes to obtain approval from the CSLC of a title settlement and land exchange
agreement pursuant to Public Resources Code section 6307 to terminate the public
trust easement from Parcel 1 in exchange for Bay City Partners, LLC (BCP) granting to
CSLC a public trust easement in a portion of Parcels 6, 7 and 8 and $2.71 million to be
deposited in the Kapiloff Land Bank Fund (see Figure 2-2, Proposed Exchange).
CSLC staff and BCP have worked on a draft title settlement and land exchange
agreement for the termination of the public trust easement on Parcel 1 (1.168 acres) in
exchange for a public trust easement on a portion of Parcels 6, 7, 8 (1.177 acres) which
is located along the San Gabriel River, plus a cash payment of $2.71 million to the
Kapiloff Land Bank Fund. These monies will be held in the Kapiloff Land Bank Fund
1

It is noted that this Addendum does not address other CEQA exemptions that may be applicable to this
land exchange, such as Public Resources Code section 21080.11 (CEQA not applicable to State Lands
Commission settlements) or other CEQA categorical exemptions. (See e.g., State CEQA Guidelines, §§
15307 (actions by regulatory agencies for protection of natural resources), 15308 (actions by regulatory
agencies for protection of the environment), 15317 (open space contracts or easements), and 15061,
subd. [b][3] (common sense exemption).)
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subject to the statutory requirement that they be spent to acquire property interests in
tide and submerged lands or adjoining lands that are necessary or extremely beneficial
for public trust purposes. The payment of $2.71 million to this fund conforms to its
purpose and furthers the CSLC’s mission of acquiring public trust lands. The CSLC
holds and administers the acquired lands as sovereign lands of the legal character of
tidelands and submerged lands.
The CSLC’s discretionary actions associated with this proposed Project modification
include making the requisite findings pursuant to Public Resources Code section 6307
and approving the Title Settlement and Land Exchange Agreement prior to residential
development on the site.
The Final EIR certified by the City of Seal Beach (City) did not expressly analyze the
environmental effects of the proposed Land Exchange Project. Public comment was
received during public review of the Draft EIR, circulated from November 14, 2011,
through January 9, 2012. The City responded to those comments pertaining to the
claimed public trust easement as follows:
“…comment makes a legal argument that the ‘public trust doctrine prohibits the
type of residential land use proposed in this Project….’ Such argument does not
raise new environmental information or challenge information provided in the
Draft EIR. In that this argument does not question the Draft EIR’s factual
conclusions or the adequacy of the environmental analysis in the Draft EIR, no
further response is necessary.”
The purpose of this Addendum to the certified EIR is to verify that the proposed Land
Exchange Project between BCP and the CSLC would not cause significant, adverse
impacts to the environment.
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ENVIRONMENTAL IMPACT REPORT ADDENDUM
DEPARTMENT OF WATER AND POWER SPECIFIC PLAN AMENDMENT
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3.0

ENVIRONMENTAL ASSESSMENT

This comparative analysis has been undertaken to analyze whether the proposed Land
Exchange Project would have any significant environmental impacts that are not
addressed in the Final Environmental Impact Report (EIR). The comparative analysis
discusses whether impacts are increased, decreased, or unchanged from the
conclusions discussed in the Final EIR. The comparative analysis also addresses
whether any changes to mitigation measures are required.
Aesthetics/Light and Glare. The Land Exchange Project would result in the same land
use and development as that analyzed for the Final EIR for the Project. Therefore, no
new impacts have been identified and no new mitigation measures are required.
Agriculture Resources. As was the case with the Final EIR for the Project, the Land
Exchange Project would not result in any impacts to farmland, agricultural uses, or
forest land. Therefore, no new impacts have been identified and no new mitigation
measures are required.
Air Quality. The Land Exchange Project would result in the same construction activities
(including cut and fill and earthwork volumes) as the Final EIR for the Project. The Land
Exchange Project would also result in the same generation of vehicle trips as the Final
EIR for the Project, resulting in the same operational air emissions. Thus, no new
impacts have been identified and no new mitigation measures are required.
Biological Resources. With implementation of the Land Exchange Project,
construction activities would occur over the same development footprint as the Final
EIR for the Project. The Land Exchange Project would also not conflict with local
policies, ordinances, or plans, similar to the Final EIR for the Project. No new impacts
have been identified and no new mitigation measures are required.
Cultural Resources. The Land Exchange Project would result in the same construction
activities as the Final EIR for the Project. No new impacts have been identified and no
new mitigation measures are required.
Geology and Soils. The Land Exchange Project would result in the same impacts
regarding geology and soils since the proposed development area would be the same
(compared to the Final EIR for the Project). No new impacts have been identified and
no new mitigation measures are required.
Greenhouse Gas (GHG) Emissions. The Land Exchange Project would result in the
same construction activities as the Final EIR for the Project in regards to grading and
construction activities as well as long-term trip generation/distribution. Thus, the Land
Exchange Project would not result in increased GHG emissions compared to the Final
3-1
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EIR for the Project. No new impacts have been identified and no new mitigation
measures are required.
Hazards and Hazardous Materials. The Land Exchange Project would involve similar
construction activities and operations, and would result in similar hazard and hazardous
materials-related impacts as the Final EIR for the Project. No new impacts have been
identified and no new mitigation measures are required.
Hydrology and Water Quality. The Land Exchange Project would not result in any
changes to the proposed grading, drainage, and/or resultant discharge patterns for the
site and surrounding area, compared to that analyzed in the Final EIR for the Project.
No new impacts have been identified and no new mitigation measures are required.
Land Use and Planning. The proposed Land Exchange Project would not result in any
changes to the proposed land uses. These project changes would be consistent with
the City’s goals and policies applicable to the project site. No new impacts have been
identified and no new mitigation measures are required.
Mineral Resources. As the Land Exchange Project only involves public trust
easements and specifically states that it is not intended to affect any mineral rights at
the site, no new impacts have been identified and no new mitigation measures are
required for the Land Exchange Project.
Noise. The Land Exchange Project would not result in any new long-term mobile and
stationary noise impacts. No changes to grading or construction activities would occur.
No increases to vehicles trips would occur. No new impacts have been identified and no
new mitigation measures are required.
Population and Housing. The Land Exchange Project would not result in an increase
in population or housing. No new impacts pertaining to housing displacement would
occur. No new impacts have been identified and no new mitigation measures are
required.
Recreation. The Land Exchange Project would not result in any changes to the
proposed recreational facilities or passive open space use on the southern portion of
the site and no new demands for recreational facilities would result. The proposed Land
Exchange Project would impress a public trust easement over a portion of the existing
San Gabriel River Trail in the northern portion of the overall Project site. As discussed
on page 5.13-2 of the Final EIR, the San Gabriel River Trail is an approximately 35mile-long regional recreational paved trail that runs along the eastern boundary of the
San Gabriel River. The trail extends from the base of the San Gabriel Mountains in the
City of Azusa to the River’s End Staging Area (RESA). The San Gabriel River drains a
watershed that extends from the San Gabriel Mountains to the Pacific Ocean. The River
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empties into the outlet of Alamitos Bay southwest of the project site. As depicted on the
City’s General Plan Figure OS-1, Existing Parks, Recreation, and Open Space Areas,
the San Gabriel River corridor is designated Greenbelt. As discussed on page 5.13-25
of the Final EIR, regional recreational activities would continue along the Bike
Trail/River. The Final EIR for the Project does not propose any physical alterations or
improvements to these portions of the project site. The existing bike trail parcel is under
lease to the City of Seal Beach until March 2015. Bay City Partners, LLC (BCP) has
applied to the California Coastal Commission to develop a residential parcel which
includes Parcel 1. If the overall Project is not approved by the Coastal Commission, the
bike trail parcel lease would terminate 30 days thereafter. The Land Exchange Project
would facilitate the continued use of the bike trail parcel.
The proposed Land Exchange Project and public trust easement would not result in any
changes to the use of the existing bike path and no physical changes to the
environment would occur. Thus, no new impacts have been identified and no new
mitigation measures are required.
Transportation/Circulation. The Land Exchange Project would not result in an
increase in trip generation. The circulation system would be unchanged. No new
impacts have been identified and no new mitigation measures are required.
Public Services. The Land Exchange Project would not result in an increase in
demands on public services. The acreage for the passive open space would be
unchanged. No new impacts have been identified and no new mitigation measures are
required.
Utilities and Service Systems. The Land Exchange Project would not result in an
increase in the demands on utilities and service systems as that considered for the Final
EIR for the Project. No new impacts have been identified and no new mitigation
measures are required.
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4.0

DETERMINATION/ADDENDUM CONCLUSION

As detailed in the analysis presented above, this Addendum supports the conclusion
that the changes to the overall Project by including the Land Exchange Project do not
result in any new significant environmental effects or a substantial increase in the
severity of previously identified significant effects. No new information has become
available and no substantial changes to the circumstances under which the overall
Project is being undertaken have occurred since certification of the Environmental
Impact Report (EIR). No substantial changes are required for the proposed Land
Exchange Project, compared to that analyzed in the EIR. There are no new mitigation
measures required and no new alternatives are available that would substantially
reduce the environmental effects beyond those previously described in the EIR.
Therefore, the California State Lands Commission (CSLC) has determined that no
subsequent or supplemental EIR is required.
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5.0

ADDENDUM PREPARATION SOURCES AND REFERENCES

Addendum Preparers:
Eddie Torres, Environmental Sciences Manager, RBF Consulting
Kathryn Colson, Staff Counsel, CSLC
Eric Gillies, Asst. Chief, Division of Environmental Planning and Management, CSLC
References:
City of Seal Beach, Final Department of Water and Power Specific Plan Amendment
Environmental Impact Report, dated April 2, 2012 and certified June 25, 2012.
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Bay City Partners
2999 Westminster Avenue, Suite 211
Seal Beach, California 90740

562-594-6715

________________________________________________________________
Ms Teresa Henry
District Director
California Coastal Commission
200 Oceangate
10th Floor
Long Beach, CA 90802-4416
January 27, 2015
Re: Application #5-13-1233 – Revised Proposal to mitigate the loss of Potential
Affordable Hotel Rooms
Dear Teresa,
We have been working with the State Parks Department to come up with a project to
add additional affordable lodging at Bolsa Chica State Beach which already has an RV
Campground.
While we have had some terrific ideas so far we were not able to land on a specific
proposal by January 23rd and sent you a proposed condition based on the status of our
discussions as of that date.
We understand that State Parks Department staff has been in discussions with Coastal
Commission Staff on a more specific project for Bolsa Chica State Beach.
Specifically, in regard to adding an “En Route” RV Camping Component to the
established RV Camping Area.
In that regard we are submitting this revised mitigation proposal which has the support
of the State Parks Department.
Attached is a mitigation proposal showing the layout of the “En Route” Camping Area
containing 15 spaces.
“En Route” RV Camping will be a more affordable beach lodging experience than the
current RV Camping Area. It will not require reservations and will be available on a first
come first served basis and rent at a lower rate.
1
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The major difference will be that there will be no RV hookups at these spaces. It will be
“Dry Camping”. However there are showers and restrooms nearby.
Our proposed mitigation fee will be in excess of the cost to create these 15 spaces. We
propose that the excess be used to upgrade the current RV Campgound. State parks
Staff has the desire to add some upgrades to the sanitation system which the excess
funds could be used for as well as other improvements. We propose to allow them to
use the excess at their discretion for these purposes.
Thus we propose a condition similar to the one in the City of San Buenaventura Local
Coastal Program Amendment No. SBV-MAJ-2-12 approved by the Commission in June
2014:
We are basing our proposal on a 75 room Hotel which can be constructed on the site as
submitted to you last November.
Our Proposal is as follows:
“Require the Applicant, Bay City Partners, to pay a mitigation fee for affordable rooms in
a 75 room hotel, which could potentially be built on the subject site. This equates to the
following in-lieu mitigation fee: 75 rooms x 25% x $34,188.88 = approximately
$641,041.50.
Also require that prior to the issuance of any building permits for the subject site, the
above calculated fee shall be deposited into an account managed by the California
Department of Parks and Recreation (State Parks) for the construction of low-cost
visitor serving accommodations within the Orange County. State Parks has indicated
that with the monies obtained through this LCP amendment, they can construct 15 lowcost overnight “En Route” camping spaces at Bolsa Chica State Beach, located within
the City of Huntington Beach. Any excess funds from the mitigation fee are to be used
at the State Parks Department discretion for upgrades to the current RV Camping Area”

2
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Proposed Bolsa Chica State Beach Camping Area Enhancements
January 27, 2015
1. Basic Proposal – In order to mitigate for the loss of 75 potential hotel rooms on
the DWP Specific Plan Specific Plan Project in Seal Beach it is proposed to fund
$641,042 of improvements to the Bolsa Chica State Beach Camping Area. The
$642,042 is based on the formula of 25% of the potential hotel rooms times
$34,188 per room. Bolsa Chica State Beach currently has 57 RV Camping Sites.
There is an opportunity to add an additional 15 RV Camping Sites thereby
increasing the total RV Camping capacity by 26%. The cost to construct these
sites is less than the proposed mitigation fees. It is proposed that any excess
funds go towards enhancements to the current RV Camping Area.
2. En Route RV Dry Camping Sites – The parking lot area adjacent to the existing
RV Camping Area can accommodate 15 additional RV Camping spaces. It will
be necessary to repave the entire lot and construct the 15 RV Camping pads.
Unlike the current lot which requires reservations this lot will be available on a
first come first served basis. Because the pads will be interspersed with regular
parking spaces the pads can serve double duty as four parking spaces for each
pad when not being used for RV Camping. It is called Dry Camping because
unlike the existing lot the pads do not have utility hookups. There are, however,
restroom and shower facilities adjacent to the proposed area.

3. Conceptual Diagrams - Attached is a conceptual diagram illustrating the En
Route RV Dry Camping Area and the current RV Camping Area
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Prepared By:
Kosmont Companies

January 2014

Bay City Partners / LADWP Site – Seal Beach

Feasibility of Visitor Serving Uses:
Evaluation of Viability for Various Requested Alternatives

Presentation to Coastal Commission

30
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Evaluate other visitor serving uses with no zoning restrictions (supply
& demand factors; site requirements/limitations, residual land value,
economic viability)

•

2

And a combination of above uses with parks/open space included

7. Marine Services (boat repair, maintenance, charters)

6. Beach Services (surfboard, kayak rentals, etc.)

5. Residential Over Commercial (apartments and condominiums)

4. Other Visitor Serving Retail Uses (restaurants, gift shops)

3. Bike / Tent Camping

2. Hostel

1. RV Park

Review of conclusions of submitted feasibility studies of a 150 room
hotel under 1996 DWP Specific Plan. Do feasibility analysis of other
types/sizes/location of hotel/motel use assuming no zoning restrictions

•

Coastal Commission Request

31
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Executive Summary

Build luxury hotel on southern portion of lot – nearer the ocean,
ignoring existing easement constraints

Build budget motel on northern portion of site

B.

C.

Hostel

Bike / Tent Camping

Other Visitor Serving Retail Uses (restaurants, gift shops)

Residential Over Commercial (apartments and condominiums)

Beach Services (surfboard, kayak rentals, etc.)

Marine Services (boat repair, maintenance, charters)

2.

3.

4.

5.

6.

7.

3

RV Park

1.

IV. Evaluation of Other Visitor Serving Uses

Build hotel on northern portion of lot as per City’s Specific Plan

A.

III. Hotel Feasibility Evaluation – Scenarios

II. Site Location & Constraints

I.

Overview

4

I. Executive Summary
32
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Due to isolated location and lack of easy ocean access, projected
room rate and occupancy rates are well below similar hotels in the
market, as well as resort oceanfront hotels in Huntington Beach

b.

5

Development of hotels/motels are financially infeasible even under a
wide range of product types and locations, with unrestricted zoning, due to
substantial negative residual land values based on a variety of specific
market and/or operating conditions

PKF analyzed hotel demand for a range of budget hotels to luxury
hotels, with and without Specific Plan restrictions

a.

Hotel is most desired use per City’s Specific Plan adopted in 1982 and
amended in 1996. All other uses require extensive entitlement risk.

Kosmont Companies (“Kosmont”) working in conjunction with PKF
Consulting (“PKF”) evaluated the market & financial feasibility of hotel &
visitor serving uses on the 10-acre DWP site, 1st St & Marina Dr. Seal Beach

Executive Summary
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6

3. Bike / Tent Camping – A Bike and Tent campground would require
the majority of the 10-acre site and would provide up to 100
camping spaces. This use is financially infeasible, since the
residual land value is negative

2. Hostel - A Hostel could be built on as little as one acre in
conjunction with hotel, commercial or tent campground. This use
is financially infeasible, since the residual land value is negative.

1. RV Park - Construction of an RV Park similar to KOA would
require the full 10-acre site and would accommodate approx. 80
spaces. This use is financially infeasible to the developer based
on a residual land value that is much less than the acquisition
price of the land, and the need for entitlements for this use

Summary of Visitor Serving Uses Scenarios

Executive Summary
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Adding 2 levels of for-sale condominiums over retail yields a
positive land value for the 2-3 acre commercial site – but it is
insufficient to fund remaining 7-8 acre open space
improvements, making it infeasible.

II.

7

Adding two levels of apartments above the same 20,000 square
foot retail/restaurant use is not financially feasible as market
rents are insufficient to finance the construction cost required for
apartments on top of commercial uses.

I.

5. Residential Over Commercial –

4. Other Visitor Serving Uses - Retail/Restaurant use of approximately
20,000 square feet might be suitable on the northern 2.5 acre portion
fronting on Marina Drive. However due to extensive competition,
location constraints and equity needed, this use is financially
infeasible, as weak market rents yield a negative residual land value.

Summary of Visitor Serving Uses Scenarios

Executive Summary
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8

Conclusion: no combination of visitor serving uses are financially
feasible given the market conditions and physical constraints of the site.

7. Marine Services - Marine Service use is possible on northern 1-2
acres of the site, which is adjacent to Southern California Ocean
Sports marine repair facility; residual land value is less than 5% of
the owner’s land cost basis and is not financially viable.

6. Beach Services - Given the relatively isolated location near the San
Gabriel River, the site’s walking distance from the ocean and the
seasonality of equipment rentals, beach services is not a viable use,
generating insufficient income to justify development.

Summary of Visitor Serving Uses Scenarios

Executive Summary
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Combination Mix of Above Scenarios

Beach & Marine Services

9

Residential Over Commercial

5 (I & II)

6&7

Other Visitor Serving Uses
(Restaurant

4

RV Park

1

Bike/Tent Camping

Hotel Budget

C

3

Hotel - Luxury

B

Hostel

Hotel – Specific Plan

A

2

Description

Scenario

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Entitlements
Required

No

No

No

No

No

No

No

No

No

No

Is the Scenario
Feasible?

Summary Matrix of Findings
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10

II. Site Location & Constraints

NORTH

11

Site – Regional Map
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NORTH

SITE

12

Site – City Map
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NORTH

13

Site – Neighborhood Location Map

42
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NORTH

14

Site Aerial – Oblique View

15

Site Constraints Map
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16

b. Lack of direct ocean view from site due to width of sand beach

a. City-owned beach parking lot with maintenance and storage area

3. Other Constraints

b. Driveway to beach parking lot

a. Ocean Avenue road easement

2. Easements on site restrict use

b) 35 foot height limit

a) Development limited to northern 30% (3.2 acres) of Site

1. Specific Plan for DWP site limits development on site:

Site Constraints
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17

c) Less than 8% of population is high school or college age

b) 25% of population is over 75 years of age

a) Over 50% of population lives in age-restricted Leisure World
community

Population of Seal Beach is approximately 24,000 and has remained
steady over the past two decades

Pacific Coast Highway and Seal Beach Blvd. provide regional highway
access to the community. San Gabriel River Bike path provides direct
access to site for hundreds of bikers each day.

Seal Beach is a relatively small oceanfront community surrounded by
major land/water areas that isolate the community from adjoining cities of
Huntington Beach and Long Beach.

Seal Beach Overview
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18

For scenarios with a public open space component, the development should
also cover cost of landscape improvements (e.g. $200,000 per acre)

Any visitor serving uses must generate a residual land value after recouping
all development costs of at least $4.5 million.

To be conservative, Kosmont has assumed no increase in land cost basis
above the original $4.5 million for this feasibility analysis.

Bay City Partners acquired the site in 2003 at a cost of $4.5 million, or
approximately $450,000 per acre. Over the past 10 years they have
incurred substantial carrying costs (e.g. interest, taxes and insurance).

In order to measure feasibility, a land cost basis is required to compare
against the residual land value of various visitor serving uses.

Land Cost / Feasibility Threshold Factors

Land Cost Basis
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Build luxury hotel on southern portion of lot – nearer the
ocean, ignoring existing easement constraints

Build budget motel on northern portion of site

B.

C.

19

Build hotel on northern portion of lot per City’s Specific Plan

A.

III. Hotel Feasibility – Scenarios

48
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20

• Average room rate declined 4% from 2008 to $125 in 2013

• Occupancy rates declined from 75% in 2008 to 72% in 2013

• 12% growth in hotel room supply in 2013 – New Courtyard by Marriott

Market Overview

• Development cost of $300,000 per room

• 400 SF average room size

• 135,000 SF gross building area, 320 parking spaces

• Resort quality 150-room hotel with restaurant, meeting space and
spa/fitness

Key Assumptions

Hotel Feasibility – Scenarios A & B
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21

• Expected room rate will be above most in the competitive market area as
defined by PKF - $164 in 2016 and increasing by 3% per annum.

• Occupancy rate is projected at 62% in opening year increasing to a
stabilized 70% occupancy after 3 years

PKF Revenue Forecast – Scenario B

• Expected room rate will be above most in the competitive market area as
defined by PKF - $142 in 2016 and increasing by 3% per annum.

• Occupancy rate is projected at 62% in opening year increasing to a
stabilized 68% occupancy after 3 years

• Hotel will likely achieve less than average market penetration due to lack of
ocean frontage and distance from demand generators.

PKF Revenue Forecast – Scenario A

Hotel Feasibility
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/1

$(25,000,000)

15%

85%

100%

%

/1 Per PKF Analysis January, 7 2014
22

Hotel development with Specific Plan restrictions is clearly infeasible since
residual land value is negative. Even assuming 100% higher NOI – residual
land value is negative.

Residual Land Value (loss)

45,000,000

$20,000,000

Development Value (8% cap)

Development Cost ($300k/room)

$ 1,600,000

8,900,000

$10,500,000

Net Operating Income

Operating Costs/Reserves /1

Annual Revenues

Total

Stabilized Pro Forma - 2018

Hotel Scenario A – Specific Plan
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/1

$(20,000,000)

16%

84%

100%

%

/1 Per PKF Analysis January, 7 2014
23

Hotel development with no zoning or easement restrictions is clearly
infeasible since residual land value is negative. Even assuming 50% higher
NOI, residual land value is negative.

Residual Land Value (loss)

45,000,000

$25,000,000

Development Value (8% cap)

Development Cost ($300k/room)

$ 2,019,000

10,906,000

$12,925,000

Net Operating Income

Operating Costs/Reserves /1

Annual Revenues

Total

Stabilized Pro Forma - 2018

Hotel Scenario B – No Restrictions
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24

• Development cost will be $125,000 per room

• No food and beverage or meeting room services will be provided on site
except for pool, laundry and snack bar.

• Expected room rate will be approximately $110 increasing by 3% per year

• Occupancy rate is projected at 60% in opening year increasing to a
stabilized 70% occupancy after 3 years

• A 100-room budget hotel on the site will likely achieve slightly less than
average market penetration due to lack of major highway visibility and
distance from demand generators.

Revenue Forecast

Hotel Scenario C – Budget Hotel
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/1

12,500,000
$(1,960,000)

Development Cost ($125k/room)

Residual Land Value (loss )

30%

70%

100%

%

/1 Per PKF Analysis January, 7 2014
25

Budget hotel development with no restrictions is infeasible since residual
land value is negative. Even assuming 25% higher NOI, residual land value
is negative.

$10,540,000

$ 843,000

1,968,000

$2,810,000

Development Value (8% cap)

Net Operating Income

Operating Costs/Reserves /1

Annual Revenues

Total

Stabilized Pro Forma - 2018

Hotel Scenario C – Budget Hotel Feasibility
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26

RV Park
Hostel
Bike / Tent Camping
Other Visitor Serving Retail Uses (restaurants, gift
shops)
5. Residential Over Commercial
I. Apartments
II. Condominiums
6. Beach Services (surfboard, kayak rentals, etc.)
7. Marine Services (boat repair, maintenance, charters)

1.
2.
3.
4.

Scenarios

IV. Evaluation of Other Visitor Uses
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Seasonality Factor: Beachfront locations are very popular during Spring
break and Summer months.

Minimum site needed is 10 acres; eliminates public open space on subject
site

•

•

Specific Plan does not permit use: requires expensive entitlement process

Lack of nearby non-water entertainment options for families

•

•

27

Site is adjacent to single family homes– does not provide “nature” experience

•

Site Specific Strengths / Weaknesses

RV parks are typically found in any tourist oriented location – providing low
cost lodging for families for short term use.

•

Location / Site Requirements

1. RV Park
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Surveyed RV park and camping rates throughout southern California. There
are a wide range of facilities with direct ocean access and/or park hiking
trails and onsite recreational facilities. Daily rates ranged from $30 to $60.

80% occupancy during summer, 40% during shoulder and 20% in winter

Operating costs of $3,500 per space include 10% franchise/marketing,
utilities, management and security, taxes and insurance

•

•

28

Per KOA, development cost estimated at $2.3 million for site improvements
– grading, paving, landscaping, office and recreational facility

Average Summer rate of $50 and offseason rate of $40 per night

•

•

Assumed 80-space full service RV Park with recreational facilities

•

Key Assumptions

•

Market Overview

1. RV Park
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$1,100,000

Residual Land Value

55%

45%

100%

%

29

Even assuming an RV Park could get entitlements from the City, it is not
financially feasible since residual land value is 80% less than the land
cost basis of $4.5 million, with minimal or no land left for open space

2,300,000

$3,400,000

Development Value (9% cap)

Development Cost

$ 310,000

280,000

$ 590,000

Net Operating Income

Operating Costs

Annual Revenues

Total

Stabilized Pro Forma

1. RV Park Feasibility
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Such facilities have multiple beds per room and offer few amenities
beyond restrooms and breakfast areas

•

Site is directly adjacent to single family homes – does not provide
“nature” experience

Specific plan does not permit this use – thus requiring expensive
entitlement processing

•

•

30

Site is located adjacent to major bike trail and Pacific Ocean

•

Site Specific Strengths / Weaknesses

Hostels are typically located in walkable urban areas, or in state and
regional parks where hiking trails are available.

•

Location / Site Requirements

2. Hostel
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Daily rates ranged from $25 to $35 for shared sleeping area

•

Average daily rate of $30 during summer and offseason rate of $20

90% occupancy during summer, 50% during shoulder and 30% in winter

Operating costs equal to 40% of revenues

Development cost estimated at $200 per square foot including furnishings

•

•

•

•

31

Assumed 100-bed facility with breakfast facilities – 17,000 square feet
total building area

•

Key Assumptions

Surveyed hostel facilities throughout southern California

•

Market Overview

2. Hostel
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$(60,000)

Residual Land Value (Loss)

60%

40%

100%

%

32

Hostel is not feasible even in conjunction with other uses since residual
land value is negative

3,400,000

$3,340,000

Development Value (9% cap)

Development Cost

$ 301,000

201,000

$ 502,000

Net Operating Income

Operating Costs

Annual Revenues

Total

Stabilized Pro Forma

2. Hostel Feasibility
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Such camps require few facilities beyond restrooms and showers

•

Site is directly adjacent to single family homes – does not provide
“nature” experience

Specific plan does not permit this use – thus requiring expensive
entitlement processing

•

•

33

Site is located adjacent to major bike trail and Pacific Ocean

•

Site Specific Strengths / Weaknesses

Tent camps are most often located in state and regional parks where
hiking trails are available.

•

Location / Site Requirements

3. Bike / Tent Campground
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Daily rates ranged from $10 to $30

•

Average daily rate of $25 during summer and offseason rate of $15

Operating costs $100 per space per month for management, taxes,
insurance etc.

80% occupancy during summer, 40% during shoulder and 20% in winter

Development cost estimated at $250,000 per acre for site improvements –
grading, paving, landscaping plus $500,000 for office and restrooms

•

•

•

•

34

Assumed 100-space limited service facility with few recreational facilities
on approximately 8 acres

•

Key Assumptions

Surveyed camping facilities throughout southern California

•

Market Overview

3. Bike / Tent Campground
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$(200,000)

Residual Land Value (Loss)

65%

35%

100%

%

35

Tent camp is not feasible since residual land value is negative

2,500,000

$2,300,000

Development Value (9% cap)

Development Cost

$ 210,000

120,000

$ 330,000

Net Operating Income

Operating Costs

Annual Revenues

Total

Stabilized Pro Forma

3. Bike / Tent Campground
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Restaurants require substantial parking – typically 6 to 10 spaces per
1,000 square feet of building area.

Restaurants are high risk businesses with 60% of restaurants closing
within first three years of operation – They also require major capital
investment in FF&E and tenant improvements.

•

•

36

Isolated specialty restaurants can be located on oceanfront or marina
sites – but must provide high quality and be a destination location – i.e.
Gladstone’s in Santa Monica

Successful retail and restaurants are typically found in high density
population areas or on streets with high traffic volume, in conjunction
with many complementary retail uses (e.g. “Restaurant Row”) or anchor
tenants such as grocery stores or drug stores.

•

•

Location / Site Requirements

4. Visitor Serving Retail (Restaurant)
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Seal Beach community is surrounded by Pacific Ocean, Alamitos
Channel, Alamitos Bay and U.S. Naval Weapons station limiting market
demand from neighboring communities.

Demographic and retail spending analysis by ESRI indicates that Seal
Beach has significant oversupply of restaurants per capita.

•

•

37

Specific plan does not permit this use – thus requiring expensive
entitlement processing.

There is major competition with half dozen neighborhood and community
–sized shopping centers within a 1-mile radius. See map following slide

•

•

Subject site is in an isolated location with secondary street access
provided on the far north boundary by Marine Drive. There is a lack of
ocean or marina/sailboat views.

•

Site Specific Strengths / Weaknesses

4. Visitor Serving Retail (Restaurant)

38

Nearby Shopping Areas
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39

Asking rents for shop space at Seal Beach Center (Pavilions and CVS
Drug as anchors) is $2.25 per square foot.

Average rents for inline shops in the Long Beach, Seal Beach and
Huntington Beach submarkets have declined by approximately 20%
from 2007-08 levels to $1.75 to $2.00 per square foot.

•

•

Red Onion restaurant at Peter’s Landing went out of business many
years ago – and no replacement tenant could be found. In 2012 – the
7,000 sq. ft. restaurant was converted into the Calvary Chapel Church.

There are over a dozen full service/family service restaurants located
within an approximate 1 to 1.5-miles of the site, a number of which
have gone out of business in past year. On Seal Beach’s quaint Main
Street there another roughly dozen small cafes and diners.

•

•

Market Overview

4. Visitor Serving Retail (Restaurant)
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Average rent is projected to be $2.25 per square foot per month triple
net with a 15% vacancy allowance

Development cost estimated at $200,000 per acre for site
improvements – grading, paving and utilities plus hard and soft
construction costs in the range of $300 psf and leasing costs for new
restaurant and retail facility depending on tenant finishes.

Development value cap rate is estimated at 7.5% of stabilized NOI

•

•

•

40

Assumed approximately 2.5 acres available at intersection of Marina
Drive and 1st Street. This would allow approximately 20,000 square
feet of restaurant and retail spaces

•

Key Assumptions

4. Visitor Serving Retail (Restaurant)
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$(910,000)

Residual Land Value (Loss)

90%

10%

100%

%

41

A 20,000 SF retail center is infeasible given a negative residual land value

6,500,000

$5,590,000

Development Value (7.5% cap)

Development Cost

$ 419,000

40,000

$ 459,000

Net Operating Income

Operating Costs/Reserves

Annual Revenues

Total

Stabilized Pro Forma

4. Visitor Serving Retail (Restaurant) - Feasibility
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II.

I.

Condos

Apartments

42

Two Residential Scenarios

5. Residential Over Commercial
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Construction cost for apartments above retail is estimated at $250 psf
in direct and indirect construction and leasing costs.

Development value cap rate for apartment component is estimated at
6% of stabilized NOI

•

•

43

Average apartment rent is projected to be $2.00 per square foot per
month with a 5% vacancy allowance. Operating costs are estimated at
35% of gross income

With 85% efficiency the rentable area is 34,000 square feet

•

•

Assumed approximately 2.5 acres available at intersection of Marina
Drive and 1st Street. This would allow approximately 40,000 gross
square feet of apartment use over restaurant and retail spaces

•

Key Assumptions

5-I. Apartments/Commercial
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$(1,600,000)
$(910,000)
$(2,510,000)

Apt. Residual Land Value (Loss)

Retail Residual Land Value (Loss)

Combined Res. Land Value (Loss)

65%

35%

100%

%

44

A mixed-use apartment over retail project is infeasible with total
combined negative $2.5 million residual land value for the 2.5-acre site

10,000,000

8,400,000

$ 504,000

271,000

$ 775,000

Development Cost

Development Value (6% cap)

Net Operating Income

Operating Costs/Reserves

Annual Revenues

Total

Apartment Stabilized Pro Forma

5-I. Apartments/Commercial Feasibility
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Construction cost for condominiums above retail is estimated at $300
psf in hard and soft construction costs.

Marketing costs &sales commissions estimated at 10% of sales price

Builder profit for condominiums is a minimum of 10% of sales price

•

•

•

45

Based on Dataquick survey for December, the average housing price
for Seal Beach is $500 psf.

Assumed approximately 20,000 SF of ground floor retail on 2.5 acres
at intersection of Marina Drive & 1st Street. This allows approximately
40,000 square feet of residential building above the retail – results in
approximately 34,000 square feet of useable area on two levels.

•

•

Key Assumptions

5-II. Condos/Commercial
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(12.000,000)
$1,600,000
$ (910,000)
$ 690,000

Development Cost @$300 psf

Condo Residual Land Value

Retail Residual Land Value

Combined Residual Land Value

80%

10%

10%

100%

%

46

A 2.5-acre condo over retail project is infeasible given a residual land
value substantially less than cost of providing 7-8 acres of open space

$13,600,000

Net Proceeds

$ (1,700,000)

(1,700,000)

Marketing Costs

Builder Profit @ 10%

$17,000,000

Sales Proceeds

Total

Condominium Pro Forma

5-II. Condo’s/Commercial Feasibility
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Marine services such as boat/engine repair and maintenance, yacht
sales typically need to be located near marinas and boat storage
facilities and require 1-2 acres.

•

47

Beach services require little land area and are highly seasonal
businesses

Beach services such as boat rentals, kayak rentals, paddleboard and
surfboard rentals are found on prime beachfront locations, near high
density public parking parking areas such as piers or water adjacent
main street commercial districts.

•

•

Location / Site Requirements

6 & 7. Beach and Marine Services

76

Exhibit #21
Page 48 of 52

Western boundary is restricted by San Gabriel bike path and the San
Gabriel River Channel – so no direct access to water.

Northern boundary of the site – Marine Drive connects to Alamitos Bay,
where there are many marine service businesses

Site is large for such uses – would require only 2-3 acres at most

•

•

•

48

Specific plan does not permit this use – requires entitlement processing

Public parking lot, which is located between the subject site and the beach
has only a few dozen parking spaces – major beach services are located ¼
mile east near the Seal Beach pier

•

•

Site is located at least 100 yards from ocean mean tide line, since beach
sand is at its widest point along the entire shoreline.

•

Site Specific Strengths/Weaknesses

6&7. Beach and Marine Services

77

Exhibit #21
Page 49 of 52

Marine service facilities operate similar to retail stores and/or auto
repair shops. Market rents for marine repair shops are typically
similar to light industrial rents. There are several facilities located
near Alamitos Bay along Marina Drive.

Yacht brokerage is typically found in retail centers near marinas,
where boats can be stored

Beach services have low capital investment in FF&E and tenant
improvements. May operate out of temporary facilities.

•

•

•

49

There are a dozen bike, boat, kayak, paddleboard rental shops
within 5 miles of the site

•

Market Overview

6&7. Beach and Marine Services
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Development value cap rate is estimated at 7% of stabilized NOI

•

50

Development cost estimated at $200,000 per acre for site
improvements – grading, paving and landscaping plus $200 psf in direct
and indirect construction and leasing costs.

Average rent is projected to be $1.50 per square ft. per month triple net

•

•

Assumed approximately 2 acres available at intersection of Marina
Drive and 1st Street. This would allow approximately 12,000 square
feet of boat repair and maintenance facility

•

Key Assumptions

6&7. Beach and Marine Services
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51

Given the isolated location near the San Gabriel River, the subject
site’s relatively far walking distance from the ocean, and the
seasonality of equipment rentals, beach services is not a viable use –
generating insufficient income to justify any development.

6. Beach Services Feasibility
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$ 100,000

Residual Land Value

95%

5%

100%

%

52

A 2-acre marine service facility is clearly infeasible given a residual
land value insufficient to pay for the cost of remaining 8-acre open
space improvements.

2,800,000

$2,900,000

Development Value (7% cap)

Development Cost

$ 206,000

10,000

$ 216,000

Net Operating Income

Operating Costs/Reserves

Annual Revenues

Total

Stabilized Pro Forma

7. Marine Service Feasibility

UPDATE
Presentation to Coastal Commission
Feasibility of Visitor Serving Uses
Bay City Partners / LADWP Site – Seal Beach

May 2014
Prepared By:
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DRAFT

Coastal Commission Request

•

Review of conclusions of submitted feasibility studies of a 150 room hotel
under 1996 DWP Specific Plan. Perform market update and feasibility
analysis of other types/sizes/location of hotel/motel use assuming no zoning
restrictions.

•

Evaluate other visitor serving uses, shown below, without zoning restrictions
(supply & demand factors; site requirements/limitations, residual land value,
economic probability of success).
1.

RV Park

2.

Hostel / Commercial Bike / Tent Camping

3.

Other Visitor Serving Retail Uses (restaurants, gift shops)

4.

Residential over commercial (apartments and condominiums)

5.

Beach Services (surfboard, kayak rentals etc)

6.

Marine Services (boat repair, maintenance, charters)
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I.

Overview

Executive Summary

II. Site Location & Constraints
III. Hotel Feasibility Evaluation – Scenarios
IV. Evaluation of Other Visitor Serving Uses
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I. Executive Summary

4
Exhibit #22
Page 4 of 59

DRAFT

Executive Summary

•

Kosmont Companies (“Kosmont”) working in conjunction with PKF Consulting (“PKF”)
evaluated the market and financial feasibility of visitor serving uses on the 10-acre DWP
site located at 1st St and Marina Drive. Bay City Partners acquired the site in 2003 for $4.5
million (approx. $450K per acre)

•

For purposes of the feasibility analysis, Kosmont established a land cost basis to measure
a return on cost and provide a comparison against residual land value of visitor serving
uses.

•

•

Residual Land Value: The net dollars remaining after deducting all development
costs from the estimated value at completion of the project. The estimated value at
completion is based on annual income following completion of the visitor serving use.

•

Return on Cost: Divides the stabilized net operating income by the total construction
cost, plus the land cost basis. In order for the use to be feasible, the annual
percentage return must be greater than industry standard market rates of return for
similar uses, ranging from 6% to 9% or more.

Kosmont conservatively assumed no increase in the land cost basis, above the original
$4.5 million, for this feasibility analysis. Any visitor serving use must generate a residual
land value in excess of $4.5 million for the entire site in order to be financially feasible.
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Executive Summary

Hotel Feasibility Analysis

•

Hotel is most desired use per City’s Specific Plan, which was adopted in
1982 and amended in 1996.

•

PKF analyzed hotel demand for a range of budget hotels to luxury hotels,
with and without Specific Plan restrictions.
a.

•

Due to its isolated location and lack of easy ocean access, the
projected room and occupancy rates are well below similar hotels in
the market, as well as resort oceanfront hotels in Huntington Beach.

Development of any hotels/motels are financially infeasible under a wide
range of product types and locations as well as taking into account
unrestricted zoning, which yields a below market rate of return and
substantially negative residual land values.
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Executive Summary

Evaluation of Other Visitor Serving Uses
The analysis conducted for these following uses were deemed financially infeasible due
to negative residual land values as well as low rates of return. The following are the
specific results of the analysis by land use:
•

RV Park: Construction of an RV Park similar to KOA, would require the full 10-acre
site and would accommodate approximately 80 spaces. This use is financially
infeasible to the developer since the residual land value ($1.1M) is approximately
20% of the land cost basis ($4.5M).

•

Hostel: Could be built on as little as one acre in conjunction with hotel, commercial
or tent campground but the residual land value is negative (-$60K), which renders it
financially infeasible.

•

Bike and Tent Campground: This use would require the majority of the 10-acre site
and would provide up to 100 camping spaces. However, this use is financially
infeasible, since the residual land value is negative (-$200K).

•

Retail/Restaurant: The use of approximately 20,000 square feet might be suitable
on the northern 2.5 acre portion fronting on Marina Drive. However, extensive
competition and weak market rents yield a negative residual land value (-$900K).
7
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Executive Summary

Evaluation of Other Visitor Serving Uses
•

Residential over Commercial (Apartments): Adding two levels of apartments above the
same 20,000 square foot retail/restaurant use is not financially feasible as market rents
are insufficient to finance the construction cost premium required for apartments on top of
commercial uses.

•

Residential over Commercial (Condos): Adding 2 levels of for-sale condominiums over
retail yields a positive land value for the 2-3 acre commercial site – but it is insufficient to
fund remaining 7-8 acre open space improvements, making it financially infeasible.

•

Beach & Marine Service Use: It is possible to construct use on the northern 1-2 acres
of the site, which is adjacent to the Southern California Ocean Sports marine repair
facility, but residual land value is less than 5% of the owner’s land cost basis, which does
not meet market rates of return for similar uses. Furthermore, given the isolated location
near the San Gabriel River, walking distance from the ocean and the seasonality of
equipment rentals, beach services would not generate a sufficient amount of income to
justify development.
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II. Site Location & Constraints
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Site – Regional Map

NORTH
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Site – City Map

SITE

NORTH
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Site Conditions

•

Seal Beach is a relatively small oceanfront community surrounded by
major land/water areas that isolate the community from adjoining
cities of Huntington Beach and Long Beach.

•

Population of Seal Beach is approximately 24,000 and has remained
steady over the past two decades.
a) Over 50% of population lives in age-restricted Leisure World
community.
b) 25% of population is over 75 years of age.
c) Less than 8% of population is high school or college age.

•

Pacific Coast Highway and Seal Beach Blvd. provide regional
highway access to the community. San Gabriel River Bike path
provides direct access to site for hundreds of bikers each day.
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– Neighborhood Location Map

NORTH
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Site Aerial – Oblique View

NORTH
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Site Constraints

1. Specific Plan for DWP site limits development on site:
a) Development limited to northern 30% (3.2 acres) of Site.
b) 35 foot height limit.
2. Easements on site restrict use:
a. Ocean Avenue road easement.
b. Driveway to beach parking lot.
3. Other Constraints:
a. City-owned beach parking lot with maintenance and storage area.
b. Lack of direct ocean view from site due to width of sand beach.
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Site Constraints Map
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Land Cost Basis
Land Cost / Feasibility Threshold

•

In order to measure feasibility, we need to have a land cost basis to
compare against the residual land value of various visitor serving uses.

•

Bay City Partners acquired the site in 2003 at a cost of $4.5 million, or
approximately $450,000 per acre. Over the past 10 years they have
incurred substantial carrying costs (e.g. interest, taxes and insurance).

•

To be conservative, Kosmont has assumed no increase in land cost
basis above the original $4.5 million, for this feasibility analysis.

•

For uses with a public open space component, the private development
must cover cost of landscape improvements ( e.g. $200,000 per acre)

•

Any visitor serving uses must generate a residual land value, after
recouping all development costs, of at least $4.5 million.
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III. Hotel Feasibility – Scenarios
1. Build hotel on northern portion of lot as per City’s
Specific Plan.
2. Build luxury hotel on southern portion of lot – nearer
the ocean, ignoring existing easement constraints.
3. Build budget motel on northern portion of site.
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Hotel Feasibility

Key Assumptions
• Resort quality 150-room hotel with restaurant, meeting space and
spa/fitness
• 135,000 SF gross building area, 320 parking spaces
• 400 SF average room size
• Development cost of $300,000 per room

Market Overview
• 12% growth in hotel room supply in 2013 – New Courtyard by Marriott
• Occupancy rates declined from 75% in 2008 to 72% in 2013
• Average room rate declined from 4% in 2008 to $125 in 2013
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Hotel Feasibility

PKF Revenue Forecast – Scenario 1
• Hotel will likely achieve less than average market penetration due to lack of
ocean frontage and distance from demand generators.
• Occupancy rate is projected at 62% in opening year increasing to a
stabilized 68% occupancy after 3 years
• Expected room rate will be above most in the competitive market area as
defined by PKF - $142 in 2016 and increasing by 3% per annum.

PKF Revenue Forecast – Scenario 2
• Occupancy rate is projected at 62% in opening year increasing to a
stabilized 70% occupancy after 3 years
• Expected room rate will be above most in the competitive market area as
defined by PKF - $164 in 2016 and increasing by 3% per annum.
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Hotel Feasibility – Specific Plan
Stabilized Pro Forma - 2018
Total

%

$10,500,000

100%

8,900,000

85%

Net Operating Income

$ 1,600,000

15%

Development Value (8% cap)

$20,000,000

Annual Revenues

/1

Operating Costs/Reserves /1

Development Cost ($300k/room)
Residual Land Value (loss)

45,000,000
$(25,000,000)

Hotel development with Specific Plan restrictions is clearly infeasible since
residual land value is massively negative.
/1 Per PKF Analysis January, 7 2014
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Hotel Feasibility – Specific Plan
Return on Cost – Stabilized

Annual Revenues

/1

$10,500,000

Operating Costs/Reserves /1

8,900,000

Net Operating Income

$ 1,600,000

Land Cost Value Basis

$ 4,500,000

Development Cost ($300k/room)
Residual Land Value

45,000,000
$49,500,000

Return on Cost

3.2%

As shown above, the annual rate of return on investment is only 3.2%
compared to a required 8.0% minimum return.
/1 Per PKF Analysis January, 7 2014
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(2) Hotel Feasibility – No Restrictions
Stabilized Pro Forma - 2018
Total

%

$12,925,000

100%

10,906,000

84%

Net Operating Income

$ 2,019,000

16%

Development Value (8% cap)

$25,000,000

Annual Revenues

/1

Operating Costs/Reserves /1

Development Cost ($300k/room)
Residual Land Value (loss)

45,000,000
$(20,000,000)

Hotel development with no zoning or easement restrictions is clearly
infeasible since residual land value is negative.
/1 Per PKF Analysis January, 7 2014

23
Exhibit #22
Page 23 of 59

DRAFT

(2) Hotel Feasibility – No Restrictions
Return on Cost – Stabilized

Annual Revenues

/1

Operating Costs/Reserves /1

$12,925,000
10,906,000

Net Operating Income

$ 2,019,000

Land Value Cost Basis

$ 4,500,000

Development Cost ($300k/room)
Total Development Cost

45,000,000
$49,500,000

Return on Cost

4.1%

The annual rate of return on investment is only 4.1% compared to a
required 8.0% return.
/1 Per PKF Analysis January, 7 2014
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(3) Budget Hotel Feasibility

Revenue Forecast
• Per PKF May 2014 update, a 100-room budget hotel on the site will likely
achieve slightly less than average market penetration due to distance from
demand generators.
• Per PKF, the occupancy rate is projected at 68% in opening year increasing
to a stabilized 74% occupancy after 3 years.
• Per PKF the expected room rate will be approximately $115 at 2016
opening.
• No food and beverage or meeting room services will be provided on site
except for pool, laundry and snack bar.
• Per PKF, the development cost will be $125,000 per room excluding land.
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(3) Budget Hotel Feasibility
Stabilized Pro Forma - 2018

Annual Revenues

/1

Operating Costs/Reserves /1
Net Operating Income
Development Value (8% cap)
Development Cost ($125k/room)
Residual Land Value (loss )

Total

%

$3,106,000

100%

2,174,000

70%

$ 932,000

30%

$11,650,000
12,500,000
$(850,000)

Budget hotel development with no restrictions is infeasible since residual
land value is negative.
/1 Per PKF Analysis May 2014 update
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(3) Budget Hotel Feasibility
Return on Cost – Stabilized

Annual Revenues

/1

Operating Costs/Reserves /1
Net Operating Income

Land Value – Cost Basis
Development Cost ($125k/room)
Total Cost

$3,106,000
2,174,000
$ 932,000

$ 4,500,000
12,500,000
$ 17,000,000

Return on Cost

5.5%

The annual rate of return on investment is only 5.5% compared to a
required 8.0% return, which indicates financial infeasibility.
/1 Per PKF Analysis May 2014 update
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IV. Evaluation of Other Visitor Serving Uses
1.

RV Park

2.

Hostel

3.

Commercial Bike / Tent Camping

4.

Other Visitor-Serving Uses (Restaurants, Gift Shops)

5.

Residential over Commercial (Apts & Condos)

6.

Beach Services (Surfboard, Paddleboard, etc.)

7.

Marine Services (Boat sales & Repair, Maintenance, Electronics,
Brokers, etc.)
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RV Park

Location / Site Requirements
•

RV parks are found in any tourist oriented location – providing
short-term low cost lodging for families. Beachfront locations are
very popular during Spring break and Summer months.

•

Minimum site needed is 10 acres – eliminates public open space
on the subject site.

Site Specific Strengths / Weaknesses
•

Site is directly adjacent to single family homes – does not provide
“nature” experience.

•

Specific plan does not permit this use – thus requiring expensive
entitlement processing.

•

Lack of nearby non-water entertainment options for families.
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RV Park

Market Overview
•

Surveyed RV park and camping rates throughout southern California. There
are a wide range of facilities with direct ocean access and/or park hiking
trails and onsite recreational facilities. Daily rates ranged from $30 to $60.

Key Assumptions
•

Assumed 80-space full service RV Park with recreational facilities.

•

Average Summer rate of $50 and off-season rate of $40 per night.

•

80% occupancy during summer, 40% during shoulder and 20% in winter.

•

Operating costs of $3,500 per space include 10% franchise/marketing,
utilities, management and security, taxes and insurance.

•

Per KOA website, development cost estimated at $2.3 million for site
improvements – grading, paving, landscaping, office and recreational facility.
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RV Park Feasibility
Stabilized Pro Forma
Total

Annual Revenues

%

$ 590,000

100%

280,000

45%

Net Operating Income

$ 310,000

55%

Development Value (9% cap)

$3,400,000

Operating Costs

Development Cost
Residual Land Value

2,300,000
$1,100,000

Even assuming an RV Park could get entitlements from the City, it is not
financially feasible since residual land value is only 20% of the land cost
basis of $4.5 million. In addition there is no land left for open space.
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RV Park Feasibility
Return on Cost – Stabilized

Annual Revenues

$ 590,000

Operating Costs

280,000

Net Operating Income

$ 310,000

Land Value Cost Basis

$4,500,000

Development Cost
Total development Cost

2,300,000
$6,800,000

Return on Cost

4.5%

The return on cost is only 4.5% as compared to a minimum target of 9%.
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Hostel

Location / Site Requirements
•

Hostels are most often located in urban areas within walking distance
or in state and regional parks where hiking trails are available.

•

Such facilities have multiple beds per room and offer few amenities
beyond restrooms and breakfast areas.

Site Specific Strengths / Weaknesses
•

Site is located adjacent to major bike trail and Pacific Ocean.

•

Site is directly adjacent to single family homes – does not provide
“nature” experience.

•

Specific plan does not permit this use – thus requiring expensive
entitlement processing.
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Hostel

Market Overview
•

Surveyed hostel facilities throughout southern California.

•

Daily rates ranged from $25 to $35 for shared sleeping area.

Key Assumptions
•

Assumed 100-bed facility with breakfast facilities – 17,000 square feet
total building area.

•

Average daily rate of $30 during summer and offseason rate of $20.

•

90% occupancy during summer, 50% during shoulder and 30% in winter.

•

Operating costs equal to 40% of revenues.

•

Development cost estimated at $200 per square foot including furnishings.
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Hostel Feasibility
Stabilized Pro Forma
Total

%

$ 502,000

100%

201,000

40%

Net Operating Income

$ 301,000

60%

Development Value (9% cap)

$3,340,000

Annual Revenues
Operating Costs

Development Cost

3,400,000

Residual Land Value (Loss)

$(60,000)

Hostel is not feasible even in conjunction with other uses since residual
land value is negative.
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Hostel Feasibility
Return on Cost – Stabilized

Annual Revenues

$ 502,000

Operating Costs

201,000

Net Operating Income

$ 301,000

Land Value Cost basis /1

$2,250,000

Development Cost
Total Development Cost

3,400,000
$5,650,000

Return on Cost

5.5%

The above analysis reveals that the return on cost is only 5.5% vs a 9%
target threshold.
/1 Allocated cost at 50% of total cost
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Tent Campground

Location / Site Requirements
•

Tent camps are most often located in state and regional parks where
hiking trails are available.

•

Such camps require few facilities beyond restrooms and showers.

Site Specific Strengths / Weaknesses
•

Site is located adjacent to major bike trail and Pacific Ocean.

•

Site is directly adjacent to single family homes – does not provide
“nature” experience.

•

Specific plan does not permit this use – thus requiring expensive
entitlement processing.
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Tent Campground

Market Overview
•

Surveyed camping facilities throughout southern California.

•

Daily rates ranged from $10 to $30.

Key Assumptions
•

Assumed 100-space limited service facility with few recreational facilities
on approximately 8 acres.

•

Average daily rate of $25 during summer and offseason rate of $15.

•

Operating costs $100 per space per month for mgmt., taxes, and
insurance.

•

80% occupancy during summer, 40% during shoulder and 20% in winter.

•

Development cost estimated at $250,000 per acre for site improvements –
grading, paving, landscaping plus $500,000 for office and restrooms.
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Tent Campground Feasibility
Stabilized Pro Forma
Total

%

$ 330,000

100%

120,000

35%

Net Operating Income

$ 210,000

65%

Development Value (9% cap)

$2,300,000

Annual Revenues
Operating Costs

Development Cost

2,500,000

Residual Land Value (Loss)

$ (200,000)

Tent camp, as shown in the above analysis, is not feasible since residual
land value is negative.
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Tent Campground Feasibility
Return on Cost - Stabilized

Annual Revenues

$ 330,000

Operating Costs

120,000

Net Operating Income

$ 210,000

Land Value – Allocated Cost

$2,250,000 (50% of site)

Development Cost
Total Development Cost

2,500,000
$4,750,000

Return on Cost

4.4%

The return on cost, as shown above, is only 4.4% versus a 9% minimum
required amount.
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Retail/Restaurant Facility

Location / Site Requirements
•

Retail and restaurants are usually found in high density population areas
or on streets with high traffic volume, in conjunction with many
complementary retail uses (e.g. “Restaurant Row”) or anchor tenants
such as grocery stores or drug stores.

•

Isolated specialty restaurants can be located on oceanfront or marina
sites – but must provide high quality and be a destination location – i.e.
Gladstone’s in Santa Monica.

•

Restaurants require substantial parking – typically 6 to 10 spaces per
1,000 square feet of building area.

•

Restaurants are high risk businesses with 60% of restaurants closing
within the first three years of operation – They also require major capital
investment in FF&E and tenant improvements.
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Retail/Restaurant Facility

Site Specific Strengths / Weaknesses
•

Subject site is in an isolated location with secondary street access
provided on the far north boundary by Marine Drive. There is a lack of
ocean or marina/sailboat views.

•

There is major competition with a half dozen neighborhood and
community –sized shopping centers within a 1-mile radius (See map
following slide).

•

Seal Beach community is surrounded by Pacific Ocean, Alamitos
Channel, Alamitos Bay and U.S. Naval Weapons station limiting market
demand from neighboring communities.

•

Demographic and retail spending analysis by ESRI indicates that Seal
Beach has significant oversupply of restaurants per capita.

•

Specific plan does not permit this use – thus requiring expensive
entitlement processing.
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Shopping Areas
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Retail/Restaurant

Market Overview
•

There are over a dozen full service restaurants located within 1-mile of
the site and many of them have gone out of business in the past
several years. On historic Main Street – there are another dozen small
cafes and diners.

•

Red Onion restaurant at Peter’s Landing went out of business many
years ago – and no replacement tenant could be found. In 2012 – the
7,000 sq. ft. restaurant was converted into the Calvary Chapel Church.

•

Average rents for inline shops in the Long Beach, Seal Beach and
Huntington Beach submarkets have declined by approximately 20%
from 2007-08 levels to $1.75 to $2.00 per square foot.

•

Asking rents for shop space at Seal Beach Center (Pavilions and
CVS Drug as anchors) is $2.25 per square foot.
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Retail/Restaurant

Key Assumptions
•

Assumed approximately 2.5 acres available at intersection of Marina
Drive and 1st Street. This would allow approximately 20,000 square
feet of restaurant and retail spaces.

•

Average rent is projected to be $2.25 per square foot per month triple
net with a 15% vacancy allowance.

•

Development cost estimated at $200,000 per acre for site
improvements – grading, paving and utilities plus $300 psf in direct
and indirect construction and leasing costs for new restaurant and
retail facility.

•

Development value cap rate is estimated at 7.5% of stabilized net
operating income.
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Retail/Restaurant Feasibility
Stabilized Pro Forma
Total

%

$ 459,000

100%

40,000

10%

Net Operating Income

$ 419,000

90%

Development Value (7.5% cap)

$5,590,000

Annual Revenues
Operating Costs/Reserves

Development Cost

6,500,000

Residual Land Value (Loss)

$(910,000)

A 20,000 SF retail center is financially infeasible, as shown above,
which yields a negative residual land value.
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Retail/Restaurant Feasibility
Return on Cost – Stabilized

Annual Revenues

$ 459,000

Operating Costs/Reserves

40,000

Net Operating Income

$ 419,000

Alloc. Land Cost Basis

$1,100,000 (25% of total site)

Development Cost
Total Development Cost

6,500,000
$7,600,000

Return on Cost

5.5%

As shown above, the return on cost of 5.5% compared falls short of the
7.5% minimum required return.
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Apartments/Commercial

Key Assumptions
•

Assumed approximately 2.5 acres available at intersection of Marina
Drive and 1st Street. This would allow approximately 40,000 gross
square feet of apartment use over restaurant and retail spaces.

•

With 85% efficiency the rentable area is 34,000 square feet.

•

Apartment rent is projected to be $2.25 per square foot per month
with a 5% vacancy allowance. Operating costs are estimated at 35%
of gross income.

•

Construction cost for apartments above retail is estimated at $250 psf
in direct and indirect construction and leasing costs.

•

Development value cap rate for apartment component is estimated at
6% of stabilized net operating income.
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Feasibility

Apartment Stabilized Pro Forma
Total
Annual Revenues

%

$ 872,000

100%

305,000

35%

Net Operating Income

$ 567,000

65%

Development Value (6% cap)

9,450,000

Operating Costs/Reserves

Development Cost

10,000,000

Apt. Residual Land Value (Loss)

$ (550,000)

Retail Residual Land Value (Loss)

$(910,000)

A mixed-use apartment over retail project is infeasible with total
combined negative $2.5 million residual land value for the 2.5-acre site.
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Feasibility

Apartment Return on Cost - Stabilized
Annual Revenues

$ 872,000

Operating Costs/Reserves

305,000

Net Operating Income

$ 567,000

Land Value Allocated Cost

$1,100,000

Development Cost

10,000,000

Total Development Cost

11,100,000

Return on Cost

5.1%

The apartments built above retail yield a 5.1% return, below the
threshold level of 6%.
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Condo’s/Commercial

Key Assumptions
•

Assumed approximately 20,000 SF of ground floor retail on 2.5 acres
at intersection of Marina Drive and 1st Street. This would allow
approximately 40,000 square feet of residential building above the
retail – and result in approximately 34,000 square feet of useable area
on two levels.

•

Based on Dataquick survey for December, the average housing price
for Seal Beach is $500 psf.

•

Construction cost for condominiums above retail is estimated at $300
psf in direct and indirect construction costs.

•

Marketing and sales commissions are estimated at 10% of sales
price.

•

Builder profit for condominiums is a minimum of 10% of sales price.
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Condo’s/Commercial Feasibility
Condominium Pro Forma

Sales Proceeds
Marketing Costs

Total

%

$17,000,000

100%

(1,700,000)

10%

Builder Profit @ 10%

$ (1,700,000)

10%

Net Proceeds

$13,600,000

80%

Development Cost @$300 psf

(12.000,000)

Condo Residual Land Value

$1,600,000

Retail Residual Land Value

$ (900,000)

Combined Value Added

$ 700,000

A 2.5-acre condo over retail project is infeasible given a residual land value
substantially less than the cost of providing 7-8 acres of open space.
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Beach and Marine Services

Location / Site Requirements
•

Beach services such boat rentals, kayak rentals, paddleboard and
surfboard rentals are found on prime beachfront locations, near high
density public parking parking areas such as piers or main street
commercial districts.

•

Beach services require very little land area and are highly seasonal
businesses .

•

Marine services such as boat/engine repair and maintenance and yacht
sales need to be located near marinas and boat storage facilities and
require 1-2 acres.
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Beach and Marine Services

Site Specific Strengths/Weaknesses
•

Site is located at least 100 yards from ocean mean tide line, since beach
sand is at its widest point along the entire shoreline.

•

Public parking lot, which is located between the subject site and the beach
has only a few dozen parking spaces – major beach services are located ¼
mile east near the Seal Beach pier.

•

Western boundary is restricted by San Gabriel bike path and the San
Gabriel River Channel – so no direct access to water.

•

Northern boundary of the site – Marine Drive connects to Alamitos Bay,
where there are many marine service businesses.

•

Site is too large for such uses – would require only 2-3 acres at most.

•

Specific plan does not permit this use – thus requiring entitlement
processing.
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Beach and Marine Services

Market Overview
•

There are a dozen bike, boat, kayak, paddleboard rental shops
within 5 miles of the site.

•

Marine service facilities operate similar to retail stores and/or auto
repair shops. Market rents for marine repair shops are typically
similar to light industrial rents. There are several facilities located
near Alamitos Bay along Marina Drive.

•

Yacht brokerage is typically found in retail centers near marinas,
where boats can be stored.

•

Beach services have low capital investment in FF&E and tenant
improvements. May operate out of temporary facilities.
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Beach and Marine Services

Key Assumptions
•

Assumed approximately 2 acres available at intersection of Marina
Drive and 1st Street. This would allow approximately 12,000 square
feet of boat repair and maintenance facility.

•

Average rent is projected to be $1.50 per square foot per month triple
net.

•

Development cost estimated at $200,000 per acre for site
improvements – grading, paving and landscaping plus $200 psf in direct
and indirect construction and leasing costs.

•

Development value cap rate is estimated at 7% of stabilized net
operating income.
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Marine Service Feasibility
Stabilized Pro Forma
Total

%

$ 216,000

100%

10,000

5%

Net Operating Income

$ 206,000

95%

Development Value (7% cap)

$2,900,000

Annual Revenues
Operating Costs/Reserves

Development Cost

2,800,000

Residual Land Value

$ 100,000

A 2-acre marine service facility is infeasible given that the residual land
value is insufficient to pay for the cost of the remaining 8-acre open
space improvements.
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Marine Service Feasibility
Return on Cost – Stabilized

Annual Revenues

$ 216,000

Operating Costs/Reserves

10,000

Net Operating Income

$ 206,000

Land Value – Allocated Cost

$1,100,000

Development Cost

2,800,000

Total Development Cost

$3,900,000

Return on Cost

5.3%

A marine service facility yields a rate of return of 5.3%, below threshold
level of 7%.
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•

Beach Services Feasibility

Given the isolated location near the San Gabriel River, the subject
site’s walking distance from the ocean and the seasonality of
equipment rentals, beach services is not a suitable use –
generating insufficient income to justify development.
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Proposed Seal Beach Hotel

Land Use Analysis

PKF Consulting, USA
January 2014
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Assumptions for the Development Scenario

• The subject will located on the southern parcel of the subject site
northwest of the 1st Street and Ocean Avenue intersection;
• The subject in this scenario does not adhere to existing height,
zoning, or easement restrictions;
• The subject will be a high quality hotel positioned and marketed
as an upscale, resort hotel;
• The subject will contain 150 rooms in a seven story structure;
• The subject will contain a three-meal restaurant and offer meeting
and event space;
• The subject will offer 320 parking spaces on a surface parking lot;
• The subject will offer facilities and amenities consistent with its
respective quality level; and,
• The proposed hotel project will open on January 1, 2016.
14
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Proposed Seal Beach Hotel
Hotel Facilities Programming
Based on our site analysis, we recommend the proposed hotel be
positioned as a resort style hotel with the following facilities and
amenities:
 150 room hotel in a seven-story structure;
 Gross building area of approximately 135,000 square feet;
 150 guestrooms including 15 suites;
o Average room size: 390 SF
o Average suite size: 600 SF
 1,800 SF lobby;
 2,700 SF restaurant/lounge;
 600 SF coffee bar/sundry store;
 9,000 SF of banquet and meeting space, plus 2,700 SF of pre-function
space;
 3,000 SF spa/fitness center;
 Outdoor pool, pool deck, and Jacuzzi;
 Surface parking lot containing 320 spaces; and,
 Rooftop deck/lounge.
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Proposed Seal Beach Hotel
Competitive Market
• The subject’s competitive set was selected based on each property’s location, number of
guestrooms, size of meeting space, facilities, amenities, room rate structure, and market
orientation.
• Though there are a number of additional properties in the Cities of Seal Beach and Long
Beach, they have not been included for a number of reasons, including market positioning,
location, and rate structure. We have also not included resort hotels in Huntington Beach and
further south for the same reasons.
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Historical Market Performance
of the Competitive Supply

•

Supply within the competitive set during the preceding five years has grown by a compound average annual
growth rate of 0.2 percent as a result of the 110-room Hampton Inn & Suites in Seal Beach opening in 2008.

•

During the same five-year period, demand as measured in occupied room nights, increased at a compound
annual growth rate (CAAG) of 1.4 percent. Prior to the economic downturn in 2009, the market maintained
occupancy levels in the mid to high 70 percentile range.

•

The market finished 2012 at an occupancy of 78.4 percent, reaching a historical high in the five year period.

•

Between 2008 and 2012, average daily rate (ADR) decreased an average of 1.6 percent annually, mainly
attributed to the decreases experienced in 2009 and 2010.

•

ADR has experienced two years of consecutive growth; however, it has not yet surpassed levels reached in
2008.

•

Year to date through November, supply growth outpaced demand growth by 12.5 percent and 5.6 percent,
respectively. Based on year to date performance of the competitive market, we estimate that 2013 ended at
17
an occupancy of 73 percent and an ADR of $125.00.
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Projected Market Performance
of the Competitive Supply

•

We estimate that market occupancy decreased to 73 percent in 2013 with the introduction of
the Courtyard and that it will remain at this level in 2014 with the annualized rooms entering the
market.

•

We estimate occupancy will increase to 75 percent in 2015, followed by a decrease in 2016 to
72 percent with the introduction of the subject to the market.

•

As the market absorbs the new supply, we project that market occupancy will return to 75
percent in 2017 and stabilize at this level of occupancy for the remainder of the projection
period.

•

While the market may fluctuate above and below this number, an occupancy rate of 75 percent
is appropriate for this particular market considering the supply and demand patterns,
18
seasonality, and mix of business within the competitive
market.
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Projected Market Performance
of the Subject Hotel

•

Demand for the subject hotel will be generated by commercial, leisure, and group demand segments.

•

Based on the subject property’s anticipated positioning in the competitive market, it is estimated that the
subject property will achieve below its fair share of demand on a stabilized basis due to its distance from
major demand generators. While the hotel would be located proximate to the ocean, as a beachfront site it is
limited by the adjacent maintenance yard and actual distance from the water.

•

Upon opening, the subject property is estimated to achieve below its fair share of market demand, with its
penetration rate estimated at 86 percent, reflecting an occupancy level of 62 percent during its first year of
operation.

•

The subject property’s penetration rate is expected to increase to 90 percent in 2017 and 93 percent, reaching
its stabilized level of occupancy of 70 percent by its third year of operation.

•

The subject is anticipated to be a high quality, attractive hotel and offer inviting and desirable facilities and
amenities; therefore, it is estimated that the subject will achieve an opening average daily rate of $164.00 in
2016 dollars, equal to an average daily room rate of $155.00, stated in 2014 dollars, which would position it as
the highest rated property in the competitive market.

•
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Statement of Estimated Annual
Operating Results

•

To prepare estimates of future operating results for the proposed subject as of January 1, 2016, the starting
point or basis is the best estimate of results that could be achieved with good management in a representative
year or stabilized market, calculated in 2014 dollars.

•

The estimates of revenues, costs and expenses are based on the proposed facilities and services and the
operational characteristics thereof. The basis for these projections is the operating results of lodging
properties with similar characteristics that are believed to operate with efficient management and proper
control over costs and expenses.

•

To portray price level changes during the holding period, an inflation rate of 3.0 percent is assumed
throughout the projection period. This rate reflects the consensus of several well-recognized economists for
the current long-term outlook for the future movement of prices and is consistent with historical inflation rates.
All expenses, save for property taxes, are projected to increase at 3.0 percent throughout the holding period.
Property taxes are assumed to inflate at 2.0 percent annually in accordance with California’s Proposition 13.
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Statement of Estimated Annual
Operating Results
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Statement of Estimated Annual
Operating Results
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Hotel Feasibility
•

A construction budget for the proposed subject property was prepared by Bay City Partners based on
the aforementioned recommended facilities and amenities. The following table presents a summary of
the estimated development costs for the proposed Seal Beach hotel on the southern parcel of the
subject site. It should be noted that the total construction budget is not inclusive of land costs.

•

As a test of reasonableness, these opinions were evaluated in conjunction with in-house data and
national cost estimates. Based upon our analysis of the development costs provided by the Marshall &
Swift Marshall Valuation Service and persons active in hotel development, we believe that the
development budget cost is reflective of the cost it would take to finish the project.

•

Financial feasibility is based on whether a proposed project will attain a cash flow of sufficient quantity,
quality, and duration to allow investors to recover the capital invested and achieve the necessary and
expected rate of return.

•

Based on our analysis of projected occupancy and rate levels, the total costs of hotel construction, and
current capitalization rates, it is our opinion that the development of a hotel property on the subject site
23
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Assumptions for the Development Scenario
• The subject will located on the southern parcel of the subject site
northwest of the 1st Street and Ocean Avenue intersection;
• The subject in this scenario does not adhere to existing height,
zoning, or easement restrictions;
• The subject will be a high quality hotel positioned and marketed
as an upscale, resort hotel;
• The subject will contain 150 rooms in a seven story structure;
• The subject will contain a three-meal restaurant and offer meeting
and event space;
• The subject will offer 320 parking spaces on a surface parking lot;
• The subject will offer facilities and amenities consistent with its
respective quality level; and,
• The proposed hotel project will open on January 1, 2016.
Exhibit #24
Page 2 of 16

2

Proposed Seal Beach Hotel
Hotel Facilities Programming
Based on our site analysis, we recommend the proposed hotel be
positioned as a resort style hotel with the following facilities and
amenities:
 150 room hotel in a seven-story structure;
 Gross building area of approximately 135,000 square feet;
 150 guestrooms including 15 suites;
o Average room size: 390 SF
o Average suite size: 600 SF
 1,800 SF lobby;
 2,700 SF restaurant/lounge;
 600 SF coffee bar/sundry store;
 9,000 SF of banquet and meeting space, plus 2,700 SF of pre-function
space;
 3,000 SF spa/fitness center;
 Outdoor pool, pool deck, and Jacuzzi;
 Surface parking lot containing 320 spaces; and,
 Rooftop deck/lounge.
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Proposed Seal Beach Hotel
Competitive Market
• The subject’s competitive set was selected based on each property’s location, number of
guestrooms, size of meeting space, facilities, amenities, room rate structure, and market
orientation.
• Though there are a number of additional properties in the Cities of Seal Beach and Long
Beach, they have not been included for a number of reasons, including market positioning,
location, and rate structure. We have also not included resort hotels in Huntington Beach and
further south for the same reasons.
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Historical Market Performance
of the Competitive Supply

•

Supply within the competitive set during the preceding five years has grown by a compound average annual
growth rate of 0.2 percent as a result of the 110-room Hampton Inn & Suites in Seal Beach opening in 2008.

•

During the same five-year period, demand as measured in occupied room nights, increased at a compound
annual growth rate (CAAG) of 1.4 percent. Prior to the economic downturn in 2009, the market maintained
occupancy levels in the mid to high 70 percentile range.

•

The market finished 2012 at an occupancy of 78.4 percent, reaching a historical high in the five year period.

•

Between 2008 and 2012, average daily rate (ADR) decreased an average of 1.6 percent annually, mainly
attributed to the decreases experienced in 2009 and 2010.

•

ADR has experienced two years of consecutive growth; however, it has not yet surpassed levels reached in
2008.

•

Year to date through November, supply growth outpaced demand growth by 12.5 percent and 5.6 percent,
respectively. Based on year to date performance of the competitive market, we estimate that 2013 ended at
an occupancy of 73 percent and an ADR of $125.00.
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Projected Market Performance
of the Competitive Supply

•

We estimate that market occupancy decreased to 73 percent in 2013 with the introduction of
the Courtyard and that it will remain at this level in 2014 with the annualized rooms entering the
market.

•

We estimate occupancy will increase to 75 percent in 2015, followed by a decrease in 2016 to
72 percent with the introduction of the subject to the market.

•

As the market absorbs the new supply, we project that market occupancy will return to 75
percent in 2017 and stabilize at this level of occupancy for the remainder of the projection
period.

•

While the market may fluctuate above and below this number, an occupancy rate of 75 percent
is appropriate for this particular market considering the supply and demand patterns,
seasonality, and mix of business within the competitive market.
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Projected Market Performance
of the Subject Hotel

•

Demand for the subject hotel will be generated by commercial, leisure, and group demand segments.

•

Based on the subject property’s anticipated positioning in the competitive market, it is estimated that the
subject property will achieve below its fair share of demand on a stabilized basis due to its distance from
major demand generators. While the hotel would be located proximate to the ocean, as a beachfront site it is
limited by the adjacent maintenance yard and actual distance from the water.

•

Upon opening, the subject property is estimated to achieve below its fair share of market demand, with its
penetration rate estimated at 86 percent, reflecting an occupancy level of 62 percent during its first year of
operation.

•

The subject property’s penetration rate is expected to increase to 90 percent in 2017 and 93 percent, reaching
its stabilized level of occupancy of 70 percent by its third year of operation.

•

The subject is anticipated to be a high quality, attractive hotel and offer inviting and desirable facilities and
amenities; therefore, it is estimated that the subject will achieve an opening average daily rate of $164.00 in
2016 dollars, equal to an average daily room rate of $155.00, stated in 2014 dollars, which would position it as
the highest rated property in the competitive market.

•
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Statement of Estimated Annual
Operating Results

•

To prepare estimates of future operating results for the proposed subject as of January 1, 2016, the starting
point or basis is the best estimate of results that could be achieved with good management in a representative
year or stabilized market, calculated in 2014 dollars.

•

The estimates of revenues, costs and expenses are based on the proposed facilities and services and the
operational characteristics thereof. The basis for these projections is the operating results of lodging
properties with similar characteristics that are believed to operate with efficient management and proper
control over costs and expenses.

•

To portray price level changes during the holding period, an inflation rate of 3.0 percent is assumed
throughout the projection period. This rate reflects the consensus of several well-recognized economists for
the current long-term outlook for the future movement of prices and is consistent with historical inflation rates.
All expenses, save for property taxes, are projected to increase at 3.0 percent throughout the holding period.
Property taxes are assumed to inflate at 2.0 percent annually in accordance with California’s Proposition 13.
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Statement of Estimated Annual
Operating Results
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Statement of Estimated Annual
Operating Results
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Hotel Feasibility
•

A construction budget for the proposed subject property was prepared by Bay City Partners based on
the aforementioned recommended facilities and amenities. The following table presents a summary of
the estimated development costs for the proposed Seal Beach hotel on the southern parcel of the
subject site. It should be noted that the total construction budget is not inclusive of land costs.

•

As a test of reasonableness, these opinions were evaluated in conjunction with in-house data and
national cost estimates. Based upon our analysis of the development costs provided by the Marshall &
Swift Marshall Valuation Service and persons active in hotel development, we believe that the
development budget cost is reflective of the cost it would take to finish the project.

•

Financial feasibility is based on whether a proposed project will attain a cash flow of sufficient quantity,
quality, and duration to allow investors to recover the capital invested and achieve the necessary and
expected rate of return.

•

Based on our analysis of projected occupancy and rate levels, the total costs of hotel construction, and
current capitalization rates, it is our opinion that the development of a hotel property on the subject site
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Budget Hotel Scenario —
Assumptions

• The subject will contain 100 rooms;
• The subject will be of average quality and positioned and
marketed as a budget hotel;
• The subject will offer surface parking;
• The subject will offer facilities and amenities consistent with its
respective quality level; and,
• The proposed hotel project will open on January 1, 2016.
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Budget Hotel Scenario —
Proposed Seal Beach Hotel
Competitive Market
• The subject’s competitive set was selected based on each property’s location, number of
guestrooms, size of meeting space, facilities, amenities, room rate structure, and market
orientation.
• Though there are a number of additional properties in the Cities of Seal Beach, Long Beach,
and Huntington Beach, they have not been included for a number of reasons, including market
positioning, location, and rate structure.
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Budget Hotel Scenario —
Historical Market Performance
of the Competitive Supply

•

Supply within the competitive set during the preceding five years has decreased at a compound average
annual rate of 0.1 percent as a result of the 143-room Hotel Current reducing its room count to 99.

•

During the same five-year period, demand as measured in occupied room nights, increased at a compound
annual growth rate (CAAG) of 1.1 percent. During this time, the market maintained occupancy levels in the
mid to high 70 percentile range.

•

The market finished 2012 at an occupancy of 79.2 percent, reaching a historical high in the five year period.

•

Between 2008 and 2012, average daily rate (ADR) increased an average of 1.0 percent annually.

•

ADR remained flat in 2010 followed by two years of consecutive growth, ending 2012 at an ADR of $96.17.

•

Year to date through November, annual rooms supply and occupied room nights experienced declines of 5.7
percent and 7.7 percent, respectively. Based on year to date performance of the competitive market, we
estimate that 2013 ended at an occupancy of 78 percent and an ADR of $101.00.
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Budget Hotel Scenario —
Projected Market Performance
of the Competitive Supply

•

Rooms supply in the competitive market decreased by 5.6 percent in 2013 due to the closure of
44 rooms at Hotel Current.

•

We estimate that market occupancy decreased to 78 percent in 2013.

•

Market occupancy is projected to decrease to 76 percent in 2014 and stabilize at this level of
occupancy for the remainder of the projection period.

•

While the market may fluctuate above and below this number, an occupancy rate of 76percent
is appropriate for this particular market considering the supply and demand patterns,
seasonality, and mix of business within the competitive market.
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Budget Hotel Scenario —
Projected Market Performance
of the Subject Hotel

•

Demand for the subject hotel will be generated by commercial, leisure, and group demand segments.

•

Based on the subject property’s anticipated positioning in the competitive market, it is estimated that the subject
property will achieve below its fair share of demand on a stabilized basis due to its distance from major demand
generators and lack of desirable facilities and amenities.

•

Upon opening, the subject property is estimated to achieve below its fair share of market demand, with its penetration
rate estimated at 89 percent, reflecting an occupancy level of 68 percent during its first year of operation.

•

The subject property’s penetration rate is expected to increase to 92 percent in 2017 and 98 percent in 2018, reaching
its stabilized level of occupancy of 74 percent by its third year of operation.

•

It is estimated that the subject will achieve an opening average daily rate of $115.00 in 2016 dollars, equal to an
average daily room rate of $108.00, stated in 2014 dollars.

•

This positions the subject below the branded, limited-service properties and above the other budget hotels in the
competitive set.

•

This rate is expected to increase at a compound average annual rate of 3.0 percent throughout the projection period.
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Feasibility of Visitor Serving Uses: Evaluation of Viability for
Various Requested Alternatives dated January 2014
Site Plan Analysis
March 6, 2014
Based upon the Feasibility of Visitor Serving Uses: Evaluation of Viability for
Various Requested Alternatives dated January 2014 the following conceptual site plan
scenarios were developed.
As a basis of reference the proposed project is presented in the same scenario format
as the four conceptual plans.
The following were held as constants in all scenarios:
Sewer Easement Area
Driveway to River End Staging Area
River /Bike Trail Area
In addition, the Area of Street Vacation was assumed to not be part of the project area
for these scenarios as the Settlement Agreement and DDA would not be operative.
Also, it was assumed the lot line adjustment with the adjacent property would not occur
as it was negotiated based upon the proposed project.
Although there are almost an infinite number of Visitor Serving Commercial land use
combinations that could be analyzed the following scenarios present the various uses
analyzed in the report in the most feasible combinations based upon the criteria set
forth in the report.
The Visitor Serving Commercial uses analyzed are:
•
•
•
•
•
•
•
•
•
•

150 room hotel at the southerly end of the property.
150 room hotel at the northerly end of the property
100 room budget hotel at the northerly end of the property
RV Park
Hostel
Bike and Tent Camping
Visitor Serving Retail
Visitor Serving Retail with Residential above
Marine Services
Beach Services

Scenario 1 Hotel on the southerly area, Visitor Serving Public Open Space on the
center area, and Visitor Serving Commercial on the northerly area.
The hotel would be a 150 room luxury hotel with restaurant and function space. It is
hindered by the beach front parking lot, maintenance yard and driveway to the Rivers
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End Staging Area. Also, there is a public right of way for old Ocean Ave going through
the middle of the area. In addition to the above, this area has limited water frontage and
the unusually wide beach make it less than desirable for a beach front hotel.
The Visitor Serving Retail Commercial is shown at the intersection of First and Marina.
The report concludes that this is the only potentially feasible area from a location
standpoint. There is the option to have residential over the commercial in this scenario.
Also, the Marine Service use could be substituted for Visitor Serving Retail Commercial.
The center area is Visitor Serving Public Open Space. There is an option in this
scenario for a hostel on part of the Open Space Area. There is also an option for Beach
Services next to the trail but this service could better be provided in the Rivers End
Staging Area. Also, the isolated location of the site make locating a hostel anywhere on
the site problematic.
This scenario is infeasible for economic and land use and circulation reasons.
Scenario 2 Hotel on the northerly area and Visitor Serving Public Open Space on the
southerly area.
The hotel would be a 150 room hotel with restaurant and function space. There would
be the option for a 100 room budget hotel. The site’s isolated location and lack of
demand generators would limit any hotel here to second rate status.
The southerly area is Visitor Serving Public Open Space. There is an option in this
scenario for a hostel on part of the Open Space Area. There is also an option for Beach
Services next to the river trail or at Ocean Ave and First Street but this service could
better be provided in the Rivers End Staging Area. Also, the isolated location of the site
make locating a hostel anywhere on the site problematic.
This scenario is infeasible for economic and land use and circulation reasons.
Scenario 3 RV Park and Tent Camping
.
Based on the study both of these uses would take up the entire site less the areas held
as constants. Both uses lack exposure, are incompatible with adjacent uses and take up
the entire site, leaving no room for any public open space. Uses such as this are
typically located away from residential development. Three potential access points are
shown on the diagram. Ocean Ave and First Street is the most logical main entrance as
it is close to the Rivers End Staging Area entrance. Central Way or Marina Drive would
be the most logical points for secondary access.
This scenario is infeasible for economic and land use and circulation reasons.
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Scenario 4 Residential with Public Trust Easement
This scenario analyzes how the proposed project would be modified if the Public Trust
Easement was not extinguished. The Public Trust Easement area would become Visitor
Serving Public Open Space. The residential area would be extended by an equal sized
area south of Central Way to allow the same acreage for residential and open space
and the same number of residential lots as in the proposed project. None of the Visitor
Serving Commercial uses analyzed in the Feasibility of Visitor Serving Uses: Evaluation
of Viability for Various Requested Alternatives dated January 2014 study were included
in this scenario since they all are infeasible.
This scenario is infeasible for as it would be difficult to obtain entitlements from the City
of Seal Beach and would be unacceptable to adjacent property owners.

In summary, the proposed project is the most feasible from both an economic and land
use and circulation perspective.
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