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Project Support

Dear Honorable Commissioners:

This office represents Johnny and Elizabeth Lopez, Trustees of The Lopez Trust (“Lopez” or
“Applicant”), the owners of property located at 2654 and 2666 The Strand in Hermosa Beach (the
“Property”). Our clients seek a coastal development permit from the California Coastal
Commission (the “Commission”) that would authorize the demolition of an existing single-family
residence at 2654 The Strand, the merger of two single-family zoned lots (2654 and 2666 The
Strand), the addition to an existing single-family residence at 2666 The Strand across the two
merged lots, and an accessory dwelling unit (the “Project”). The Project would allow the Lopez
family to continue their cultural tradition, accommodating multiple generations under one roof.
The Project meets every single standard set forth in the City’s certified Land Use Plan and the
Chapter 3 Policies of the Coastal Act. The State’s Housing Crisis Act and “no net loss” density
rules do not apply here. For the reasons contained in this correspondence and to be presented at
the Commission’s May 13, 2021 hearing, Lopez urges the Commission to follow the laws that are
in effect today and to approve Coastal Development Permit Application No. 5-20-0485.

A. PROJECT BACKGROUND

The Property is situated at two adjacent beachfront lots, 2654 and 2666 The Strand, located in the
City’s R-1 (Single-Family Residential) Zone. Together, the two lots equal 6,977 square feet' and
are separated from the almost 500 wide sandy beach by a pedestrian walkway. (Please see project

12666 The Strand is 4,380 square feet and 2654 The Strand is 2,597 square feet. The current minimum R-1 parcel
size is 4,000 square feet, although the smaller lot at 2654 The Strand is considered legally non-conforming.
(Hermosa Beach Zoning Code, Section 17.52 et seq.)
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location photo, attached as Exhibit 1 to the April 22, 2021 Staff Report (the “Staff Report™).) The
areas to the north and south of the Property along The Strand are developed with a preponderance
of single-family homes, all zoned R-1. To the east of the Property, across Hermosa Avenue, is a
mix of single-family and multi-family residences.

Lopez purchased 2666 The Strand in 2013 as a newly constructed 7,008 square foot single-family
residence?, and lives there with his wife, four children, and extended family. When Lopez’s elderly
neighbor at 2654 The Strand passed away in 2017, the Lopez family was presented with the
opportunity to purchase that home which was originally constructed in 1932. They did so, at a
price of $9,200,000. Lopez purchased with the intent to demolish the 3,180 square foot residence
on 2654 The Strand?, merge the lot with 2666 The Strand, and remodel and expand the 2666 single-
family residence across the two contiguous lots in order to better accommodate their large family.
The decision was also made to add a new accessory dwelling unit (“ADU”).

Lopez hired reputed South Bay architect Louie Tomaro, the same architect who designed the home
at 2666 The Strand, to draw up plans for the expanded residence. The City reviewed the plans and
confirmed that they conformed to the City’s zoning and development standards. Lopez filed an
application with the Coastal Commission for the demolition of 2654 The Strand and the renovation
of and addition to 2666 The Strand. The proposed new construction would result in an expanded,
two-story over basement, 11,328 square foot single-family residence over two contiguous lots that
incorporates a 798 square foot ADU, as well as two enclosed parking spaces and three driveway
parking spaces.

The single-family residence was designed to comply with all laws, policies, and guidelines that
are in effect today. As detailed below, present laws allow by-right a single-family residence in the
R-1 zone, and do not prevent a lot merger to accommodate a larger single-family residence so long
as all development standards are met. Furthermore, there are no laws that require an applicant to
maintain single-family residential density with separate single-family homes, one per legal lot. In
this case, there are no laws that even require the replacement of a demolished single-family home
with another housing unit such as an ADU, even though there is one proposed in this case. And
finally, there are no applicable laws that require an applicant to increase the housing stock. Here,
the subject Project objectively complies with the City Land Use Plan (“LUP”) and Chapter 3
Policies.

The Commission first scheduled the Project for its March 2021 meeting, however, the matter was
continued and rescheduled for the Commission’s May 2021 meeting following a 90-day extension
agreement between Commission Staff and the Applicant.

2 The residence at 2666 The Strand was constructed in or around 2012 pursuant to Coastal Development Permit No.
5-11-233. That CDP, approved on consent at the Commission’s December 2011 meeting, authorized the demolition
of an existing duplex and construction of a new, 25 foot high, 7,393 square foot two-story over basement single-
family residence.

3 “The 89-year old residence has surpassed the expected lifespan for residences.” (Staff Report, p. 19.)
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B. THE DENSITY ARGUMENT DOES NOT APPLY TO THE DEMOLITION OF
A MULTI-MILLION DOLLAR SINGLE-FAMILY HOME IN THE R-1 ZONE

1. THE R-1ZONE’S PURPOSE IS TO “PROVIDE THE LOWEST LEVEL OF
DENSITY”

The Property is zoned R-1, Single-Family Residential. The Single-Family Residential zone is to
provide development standards for single-family dwellings. (Hermosa Beach Zoning Code
Section 17.08.010.) Pursuant to Sections 17.08.020(K) and (L) “Permitted uses,” single-family
dwellings are the primary permitted use. Accessory dwelling units are also permitted. The City’s
corresponding land use for the Property is designated on the General Plan Land Use Map as Low
Density residential. (Please see the City’s General Plan Land Use Map, attached hereto as Exhibit
A.) According to Plan Hermosa, the City’s Integrated General Plan and Coastal Land Use Plan,
this designation “provides for the retention, maintenance, and investment in single-family
residential neighborhoods and protects residential uses from potential nuisances of nonresidential
uses. This low density designation is intended to provide the lowest levels of density, offer a high
quality environment for family life, and ensure the preservation of residential property values.”
[Emphasis added.] In short, the R-1 zone is the lowest density residential zone in the City and
intended for single-family homes.

2. LAWS INTENDED TO ADDRESS THE HOUSING CRISIS DO NOT
APPLY TO THE DEMOLITION OF A SINGLE-FAMILY RESIDENCE

Unlike other projects recently before the Commission that involve the demolition of two or more
units, the Housing Crisis Act (or SB 330) does not apply to the remodel of an existing single-
family home and the construction of an ADU. The Commission’s recent “we must maintain
density” mantra is not applicable to this Project. Here, the Property is within the R-1 zone and only
involves the demolition of one single-family home constructed in 1932. This is important because
the State’s housing laws, including SB 330, do not apply to the demolition of a single-family home.
Staff suggests that Lopez replace the 2654 single-family residence with a standalone single-family
residence. That argument, which dismisses an ADU as not an equivalent replacement for the
demolition of a single-family home, is unsupported by the law.*

SB 330 defines a “housing development project” as the construction of two or more housing units.
A “housing development project” means a use consisting of residential units only, mixed use
developments consisting of residential and non-residential uses with at least two-thirds of the
square footage designated for residential use, or transitional or supportive housing. Because the
term “units” is plural, a development has to consist of more than one unit to qualify under the
Housing Accountability Act (Gov. Code, § 65589.5, subd. (h)(2).) (Please see the September 15,
2020 Memorandum from the Department of Housing and Community Development, attached
hereto as Exhibit B.) SB 330 does not apply to the demolition of a single-family residence, nor
does it apply to the new construction of one residential unit. (Id.) In fact, Lopez is not required to

4 Staff admits on page 10 of the Staff Report that SB 330 is not the standard of review for the Project.
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provide any replacement dwelling unit for the demolition of the single-family home, but has
voluntarily done so here.

Staff’s “no density loss” argument as applied to the subject Project would be the most extreme
overextension of this unwritten “policy” to date. While the density argument might be more tenable
for a project located in any of the City’s higher density residential zones’, or for a project that
involved the demolition of more than one dwelling unit, it is not legal or appropriate here. The
Staff Report cites to no local or State law, including Chapter 3 policies, that prohibit the Project.
The practical effect of the Staff Recommendation is to frustrate the Lopez plans in order to
maintain one additional house in the price range of $10,000,000 - $12,000,000. No law or policy
in the Coastal Act or elsewhere extends protection to the most expensive houses in the State. The
laws in place today clearly allow for the merger of two R-1 zoned lots and the expansion of a
single-family home across the two lots, so long as development standards are met. This is
demonstrated by the Commission’s own prior actions approving similar projects in the past® and,
until there is a change to those laws and regulations, the Project should be afforded the same
treatment.

Finally, the Coastal Act is clear that the Commission may not deny or condition a CDP in order to
implement housing policies or programs. That role has been and remains a local government
function in the Coastal Zone under the detailed requirements of Government Code § 65590.

3. CLAIMS THAT THE PROJECT MIGHT INCREASE VEHICLE MILES
TRAVELED ARE COMPLETELY FABRICATED

Staff asserts that it is important to maintain density in order to, somehow, reduce vehicle miles
traveled (VMTs) and, consequently, greenhouse gases. The Staff Report states that Project
approval would impact roads and increase VMTs because it would, somehow, reduce the housing
stock that is “located closer to employment and recreational opportunities...” (Staff Report, p. 7.)
With zero evidentiary support, Staff also claims that the replacement of a single-family home with
an ADU would increase reliance on automobiles, greenhouse gases, and pressure to develop
housing in areas that do not have adequate transit or public services. (Staff Report, p. 8.) These
assertions are baseless and are not supported with any expert reports, studies, or facts. It is
perplexing how any aspect of the Project (renovating an existing single-family home and replacing
a single-family home with an ADU), would increase VMTs and/or greenhouse gases. If Staff were
legitimately concerned about VMTs traveled, they would support, rather than object, to the Project
because one expanded single-family home, rather than two single-family homes, would likely
decrease, rather than increase, VMTs.

> There are three residential zones along The Strand — low density, medium density, and high density.

6 See CDP No. 5-11-243 for 2408 The Strand approving the demolition of an existing duplex and construction of a
new, 25 foot high, 10,517 sq. ft. single-family residence over two lots. (Exhibit C) See Permit Exemption No. 5-115-
0349-X for 2909 The Strand approving the remodel of an existing 9,666 square foot residence over two lots.
(Exhibit D.)
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C. THE PROJECT IS CONSISTENT WITH COMMUNITY CHARACTER

The proposed Project is compatible with the character of The (R-1) Strand neighborhood, as
required by Section 30251. Section 17.08.030 of the City’s Zoning Code contains the development
standards for the R-1 zone. These development standards ensure that projects are consistent with
community character and the corresponding land use designation which, in this case, is the City’s
lowest level of residential density.

The subject Project complies with all of the City’s objective development standards and is entirely
consistent with The Strand’s community character: it is below the maximum 25’ height permitted,
it meets the front, side, and rear yard setback requirements, it achieves the minimum 4,000 square
foot lot area, and it is under the maximum 65% lot coverage allowed.

R-1 DEVELOPMENT STANDARDS

Maximum Height (Feet)
Allowed Proposed
25° 25°7
Maximum Lot Coverage (Percentage)
Allowed Proposed
65% 64.94%
Minimum Usable Open Space (Square Feet)
Required Proposed
400 931

Post-merger, the resulting lot size would be 6,977 square feet. It should be noted that 2654 The
Strand is a legal nonconforming lot at 2,597 square feet, which is consistent with the certified LUP.
(Section 17.52 et seq.) The new expanded single-family home, including the new ADU, would
rearrange the above and below-grade square footage, resulting in a net decrease of above-grade
square footage and a net increase in below-grade square footage.

ABOVE GRADE VS BELOW GRADE

Existing Proposed
Above Grade 7,605 sq. ft. 6,927 sq. ft. (-678 sq. ft.)
Below Grade 2,583 sq. ft. 4,401 sq. ft. (+1,818 sq. f1.)

As such, the Project’s above-grade square footage would only be 6,927 square feet, which is less
than the existing 7,605 square feet, in keeping with the community character and consistent with
the Commission’s previous approvals of similar homes along The Strand. (See Page 4 n. 6 and
“Homes in the R-1 Zone on The Strand” table, attached hereto as Exhibit E.)

7 However, as measured from the centerline of frontage road, the Project is only 23°.
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Finally, the community character the Commission has historically found acceptable along The (R-
1) Strand includes generally equivalent ratios between house and parcel size.

RATIO OF HOUSE TO PARCEL SIZE

Address House Size Parcel Size Ratio
2666 The Strand 7,393 4,380 1.68
2634 The Strand 4,341 2,777 1.56
2826 The Strand 8,212 4,635 1.77
3001 The Strand 5,931 3,861 1.54
3035 The Strand 5,178 2,936 1.76
3124 The Strand 6,162 2,724 2.26
3222 The Strand 4,334 2,443 1.77
3320 The Strand 3,670 2,144 1.71
3411 The Strand 3,850 1,948 1.98
3485 The Strand 2,849 1,779 1.60

As illustrated, the Project’s house to parcel size ratio is 1.62, squarely within the range of 1.54 —
2.26 for single-family residences approved by the Commission and clearly consistent with bulk
and massing aspects of the community character analysis. (Please also see “Homes in the R-1
Zone on The Strand” table, attached hereto as Exhibit E.)

D. THE PROJECT MINIMIZES COASTAL HAZARDS

Section D of the subject Staff Report suggests the use of 6.8 feet of sea level rise (“SLR”) for the
Project is appropriate. Not only is this statement incorrect and inconsistent with the Coastal
Commission’s very own SLR Guidance, but it does not impact Staff’s conclusion that the Project
is in conformance with Section 30253 of the Coastal Act. The proposed Project has a “design life”
of 75 years, which at the time of an August 5, 2020 GeoSoils Coastal Hazard & Wave Runup
Study (the “Study”) was the year 2095. (Please see the August 5, 2020 Study, attached hereto as
Exhibit F.) The low probability (0.5%) SLR high emissions for the year 2090 is 5.5 feet and for
the year 2100 is 6.8 feet. Using linear interpolation, the 0.5%, high emissions, SLR for the year
2095 is 6.15 feet. This is the maximum SLR value used in the GeoSoils Study, in conformance
with the Commission’s SLR Guidance. As further explained in a GeoSoils April 29, 2021 letter
from David Skelly, the Staff Report is incorrect in implying that the design SLR should be 6.8
feet. (Please see the April 29, 2021 letter from David Skelly, attached hereto as Exhibit G.)

Even if Staff’s SLR suggestions were accurate (and they are not), the Staff Report concludes that
""the project site does not appear susceptible to coastal flooding, wave uprush, or coastal
erosion...” and admits that “this is consistent with the hazards analysis provided by the
applicant’s coastal engineering consultant...” (Staff Report, p. 16) In sum, the proposed
Project will neither create nor contribute significantly to erosion, geologic instability, or
destruction of the site, or adjacent area. The Project will have no impact on public resources such
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as the beach or public boardwalk. There are no recommendations necessary for wave runup
protection and, in fact, the proposed Project minimizes risks from ocean flooding.®

E. MARINE RESOURCES AND WATER QUALITY

Section E of the Staff Report acknowledges the Applicant’s drainage and runoff control plan that
“minimizes impacts to water quality.” (Staff Report, p. 18) It also notes that the landscape plan
will “consist of low water use and non-invasive plants.” (Id.) In all, Staff does not identify any
deficiencies of the Project with respect to marine resources and water quality.

The Applicant would agree to the Commission’s standard conditions ensuring the Project’s
consistency with Section 30230, 30231, and 30232 of the Coastal Act.

F. APPROVAL OF THE PROJECT DOES NOT PREJUDICE A FUTURE LCP

As detailed herein, the Project is consistent with the certified LUP, R-1 development standards,
and Chapter 3 policies. The primary argument asserted by Staff, that Project approval would
somehow contribute to the State’s housing crisis, is factually and legally unsubstantiated and in no
way would prejudice the City’s ability to prepare a certifiable LCP.

G. THE ALTERNATIVES DO NOT ADVANCE ANY COASTAL ACT POLICY

Staff states that the new housing law “seeks to address the statewide housing crisis by encouraging
the maintenance of existing multi-family residential density (SB 330)...” and that SB 330 prohibits
“approving residential projects that would demolish more dwelling units than are created by the
project.” (Staff Report, p. 10.) With the exception of the “No Project” alternative, Staff suggests
that Lopez maintain two separate single-family residences. None of the alternatives advance any
LCP or statewide policies.’

Although Section 30604 of the Coastal Act does provide that the Commission should encourage
the protection of existing and new affordable housing opportunities, that policy is not advanced by
Lopez revising the Project to provide two multi-million dollar single-family homes. In CDP No.
5-11-243, the Commission approved the construction of a new 10,517 square foot residence across
two merged lots at 2408 The Strand. (Please see CDP No. 5-11-243 and photo of 2408 The Strand,
attached hereto as Exhibit C.) With home prices around $2,525 square foot'’, maintaining or
constructing a new residence at 2654 The Strand would be valued well over $10M. (Please see an
August 2017 appraisal of 2654 The Strand at $9.2M, attached hereto as Exhibit H.)

8 Such a conclusion is consistent with a long line of Commission decisions approving single-family homes with
basements along The Strand. (Please see “Homes in the R-1 Zone on The Strand” table, attached hereto as Exhibit
E)

9 As explained in Section B, SB 330 does not apply to the Project because this law does not apply to the demolition
of one single-family home, nor does it apply to the construction of one housing unit.

10°A 5,642 square foot home at 3001 The Strand sold in November 2020 for $14.25M.
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1. THE SUGGESTED ALTERNATIVES DO NOTHING TO ADDRESS
THE HOUSING CRISIS

Staff suggests that, in lieu of the Project, the Applicant should maintain two separate single-family
homes on two separate lots. In fact, Staff advances only one argument for this proposition — it
would maintain “equivalent” density. As detailed herein, this argument is flawed for a variety of
reasons that range from the inapplicability of the Housing Crisis Act to Staff’s turning a blind eye
to the purpose of the City’s R-1 zone. Here, the replacement of one dwelling unit with one dwelling
unit does maintain density and, even with the merging of two lots, the Project is by-right.

If the Commission was concerned about diversifying housing opportunities, then the Project’s
provision of an ADU should be celebrated. The purported “alternative,” that Lopez should
maintain two separate single family homes in lieu of one single family home and an ADU is
irrelevant to the “housing crisis” given an estimated price tag on The Strand over $12M for a
single-family home. Such a result would do nothing to increase the supply of housing for the
average person or to protect coastal resources. Staff’s quest to maintain density in this case equates
to a push to maintain a multi-million dollar single-family home, rather than allow an 800 square
foot ADU which could lease around $2,500 a month.!! This farfetched result is not what the
Legislature intended by SB 330.

H. MULTI-GENERATIONAL FAMILY CAREGIVING DURING COVID-19

Approval of the proposed Project will accommodate the Applicant’s family cultural heritage and
multigenerational living tradition. Here, Lopez’s intention is to create a larger home that can
accommodate both aging grandparents and small children.

“The proposed project would result in a home that could support multigenerational
living, a lifestyle concept that is commonplace and an honored tradition in my
culture. The importance of this caregiving lifestyle has been particularly evident
during the ongoing pandemic...

...2666 The Strand, designed by Louie Tomaro - Architect, was purchased in 2013.
With its tasteful design and Strand water feature, our home is complimented by
visitors and local residents on a daily basis. When we bought our home, we did not
originally set out with the intent to acquire an adjacent property. Nevertheless, our

' Comps for a Hermosa Beach/Hermosa Beach adjacent 800 square foot beach front ADU include:
e 870 The Strand #109, Hermosa Beach — Studio, 280 sqft listed at $1,900 per month
870 The Strand #V109, Hermosa Beach, CA 90254 | Zillow
e 840 The Strand #206, Hermosa Beach — 1 bdrm, 750 sqft listed at $2,900 per month
840 The Strand APT 206, Hermosa Beach, CA 90254 | Zillow
e 60 15" St #A, Hermosa Beach — 2 bdrm, 950 sqft listed at $5,400 per month
60 15th St APT A, Hermosa Beach, CA 90254 | Zillow
e 211 Yacht Club Way, Redondo Beach- 1 bdrm, 650 sqft listed at $2,395 per month
211 Yacht Club Way #QS0Q4ZG4YT, Redondo Beach, CA 90277 | Zillow



https://www.zillow.com/homedetails/870-The-Strand-V109-Hermosa-Beach-CA-90254/2080327024_zpid/
https://www.zillow.com/homedetails/840-The-Strand-APT-206-Hermosa-Beach-CA-90254/2100379279_zpid/
https://www.zillow.com/homedetails/60-15th-St-APT-A-Hermosa-Beach-CA-90254/2093010302_zpid/
https://www.zillow.com/homedetails/211-Yacht-Club-Way-QSQ4ZG4YT-Redondo-Beach-CA-90277/2072016110_zpid/
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neighbors were elderly and widowed, and we were aware of examples of larger
homes built on more than one lot along The Strand that had been approved by the
Coastal Commission within the last ten years. One example of such a home, 10,517
square feet on two lots, is just 1,000 feet to the south of us at 2408 The Strand.

In 2017, our neighbor to the south passed away. Consequently, her children looked
to us to provide them with a friendly and straightforward transaction and offered
us the opportunity to purchase 2654 The Strand. Given this circumstance, a new
and more appropriate direction for our family was established. To secure our
expansion objectives, we paid a premium for the property. Consequently, we began
to work with Louie Tomaro in 2017 to preserve the aesthetics and intent of the
original design, as he had elegantly completed one of the most attractive new homes
along the Strand. The Hermosa Beach community has become our home and is a
loving retreat for our family.

The history and background provided above are relevant examples of how our
families have risen to the challenge of providing for family members in need. More
than ever before, our family will look to Lisa and me to provide pragmatic solutions
to our families’ requirements. With my father’s passing in late February, without
doubt, we will be called upon to step in and care for my mother. Our being in a
position to continue to accommodate any myriad of family situations is
unequivocally dependent upon the merging of 2654 and 2666 The Strand...

... While many families have been faced with this same dilemma, during the Covid-
19 pandemic, they may have had the choice of possibly buying a more significant
home or remodeling their current home to accommodate their needs. We, as a result
of the sizable investment we have in both 2666 and 2654 The Strand, do not have
those options. Our only alternative to address parents living with their children,
quarantine, restaurant, theatre, and fitness center closures is to bring these two
homes together as presented to the Coastal Commission.”

The importance of the Lopez cultural custom became even more apparent during COVID-19 and
is detailed by the Applicant in a letter to the Commission. (Please see the attached letter from Mr.

Lopez to the Commission, attached hereto Exhibit I.)

I. CONCLUSION

There is no basis, legal or factual, for denying the Project because it will allegedly contribute to
the State’s housing crisis. Suggesting that the Commission is somehow helping to alleviate that
crisis by maintaining a multi-million dollar beachfront home is ludicrous. The Property is zoned
for the lowest level of residential density in the City’s certified LUP and demolishing one single-
family residence does not “trigger” the applicability of SB 330. The Project objectively meets all
development standards and is permitted by-right in the City’s R-1 zone. There are other examples
of similarly sized homes along The Strand, approved by the Commission, for which findings for
approval were made. There is no legitimate reason to treat this Project any differently.
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The Commission is legally obligated to follow the laws, disregard Staff’s recommendation, and to
approve Coastal Development Permit No. No. 5-20-0485.

Sincerely,

GAINES & STACEY LLP
By Sherman L. Stacey

SHERMAN L. STACEY

Enclosures
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STATE OF CALIFORNIA - BUSINESS, CONSUMER SERVICES AND HOUSING AGENCY GAVIN NEWSOM, Governor

DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT
DIVISION OF HOUSING POLICY DEVELOPMENT
2020 W. El Camino -Avenue, Suite 500

Sacramento, CA 95833
(916) 263-2911 / FAX (916) 263-7453

September 15, 2020
MEMORANDUM FOR:  Planning Directors and Interested Parties

FROM: Megan Kirkeby, Deputy Director
Divisio Housi olicy Development

SUBJECT: Housing Accou ility Act Technical Assistance
Advisory (Government Code Section 65589.5)

The Housing Accountability Act (HAA), Government Code section 65589.5, establishes
limitations to a local government’s ability to deny, reduce the density of, or make
infeasible housing development projects, emergency shelters, or farmworker housing
that are consistent with objective local development standards and contribute to .
meeting housing need. The Legislature first enacted the HAA in 1982 and recently
amended the HAA to expand and strengthen its provisions as part of the overall
recognition of the critically low volumes of housing stock in California. In amending the
HAA, the Legislature made repeated findings that the lack of housing and the lack of
affordable housing, is a critical problem that threatens the economic, environmental,
and social quality of life in California. This Technical Assistance Advisory provides
guidance on implementation of the HAA, including the following amendments.

Cha ter 368 Statutes of 2017 Senate Bill 167 Cha ter 373 Statutes of 2017
Assembl Bill 678 - Strengthens the HAA by increasing the documentation necessary
and the standard of proof required for a local agency to legally defend its denial of low-
to-moderate-income housing development projects, and requiring courts to impose a
fine of $10,000 or more per unit on local agencies that fail to legally defend their
rejection of an affordable housing development project.

Cha ter 378 Statutes of 2017 Assembl Bill 1515 — Establishes a reasonable person
standard for determining conformance with local land use requirements.

Cha ter 243 Statutes of 2018 Assembl Bill 3194 -Expands the meaning of zoning
consistency to include projects that are consistent with general plan designations but
not zoning designation on a site if that zone is inconsistent with the general plan.

Cha ter 654 Statutes of 2019 Senate Bill 330 - Defined previously undefined terms
such as objective standards and complete application and set forth vesting rights for
projects that use a new pre-application process. Most of these provisions sunset on
January 1, 2025, unless extended by the Legislature and Governor.

If you have any questions, or would like additional information or technical assistance,
please contact the Division of Housing Policy Development at (916) 263-2911.
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What is the Housing Accountability Act?

What is the Housing Accountability Act?

The Housing Accountability Act (HAA) (Government Code Section 65589.5), establishes the
state’s overarching policy that a local government may not deny, reduce the density of, or make
infeasible housing development projects, emergency shelters, or farmworker housing that are
consistent with objective local development standards. Before doing any of those things, local
governments must make specified written findings based upon a preponderance of the
evidence that a specific, adverse health or safety impact exists. Legislative intent language
indicates that the conditions that would give rise to such a specific, adverse impact upon the
public health and safety would occur infrequently.

Subdivision (d) of the HAA describes requirements applicable to housing development projects
that include units affordable to very- low, low- and moderate-income households (including
transitional and supportive housing) as well as emergency shelters and farmworker housing.
Subdivision (j) describes requirements applicable to all housing development projects, including
both market-rate and affordable housing developments. Subdivisions (k), (), and (m) expand
the potential consequences for violations of the HAA. In 2017, the Legislature also granted the
California Department of Housing and Community Development (HCD) authority to refer HAA
violations to the Office of the Attorney General in Government Code section 65585.

The HAA was originally enacted in 1982 to address local opposition to growth and change.
Communities resisted new housing, especially affordable housing, and, consequently, multiple
levels of discretionary review often prevented or delayed development. As a result, developers
had difficulty ascertaining the type, quantity, and location where development would be
approved. The HAA was intended to overcome the lack of certainty developers experienced by
limiting local governments’ ability to deny, make infeasible, or reduce the density of housing
development projects.

Recognizing that the HAA was falling short of its intended goal, in 2017, 2018, and again in
2019, the Legislature amended the HAA no less than seven times to expand and strengthen its
provisions. Key restrictions on local governments’ ability to take action against housing
development projects are set out in Government Code section 65589.5, subdivisions (d) and ().
The law was amended by Chapter 368 Statutes of 2017 (Senate Bill 167), Chapter 373 Statutes
of 2017 (Assembly Bill 678) and Chapter 378 Statutes of 2017 (Assembly Bill 1515), as part of
the California 2017 Housing Package. The law was further amended by Chapter 243, Statutes
of 2018 (Assembly Bill 3194) and Chapter 654, Statutes of 2019 (Senate Bill 330).
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Why Do We Need the Housing Accountability Act?

The Housing Accountability Act has been in effect since 1982. Since that time, California’s
housing supply has not kept up with population and job growth, and the affordability crisis has
grown significantly due to an undersupply of housing, which compounds inequality and limits
economic and social mobility. Housing is a fundamental component of a healthy, equitable
community. Lack of adequate housing hurts millions of Californians, stifles economic
opportunities for workers and businesses, worsens poverty and homelessness, and undermines
the state’s environmental and climate goals and compounds the racial equity gaps faced by
many communities across the state.

The legislative intent of the HAA was to limit local governments’ ability to deny, make infeasible,
or reduce the density of housing development projects. After determining that implementation of
the HAA was not meeting the intent of the statute, the Legislature has amended the HAA to
expand its provisions, strengthening the law to meaningfully and effectively curb the capacity of
local governments to deny, reduce the density or render housing development projects
infeasible.

Legislative Housing Accountability Act Interpretation Guidance

“It is the policy of the state that this section (HAA) should be interpreted and implemented in a
manner to afford the fullest possible weight to the interest of, and the approval and provision of,
housing.” Government Code Section 65589.5 (a)(2)(L)

The following are findings and declarations found in the HAA pursuant to Government Code
sections 65589.5(a):

e The lack of housing, including emergency shelters, is a critical problem that threatens the
economic, environmental, and social quality of life in California.

¢ California housing has become the most expensive in the nation. The excessive cost of the
state’s housing supply is partially caused by activities and policies of many local
governments that limit the approval of housing, increase the cost of land for housing, and
require that high fees and exactions be paid by producers of housing.

¢ Among the consequences of those actions are discrimination against low-income and
minority households, lack of housing to support employment growth, imbalance in jobs and
housing, reduced mobility, urban sprawl, excessive commuting, and air quality deterioration.

e Many local governments do not give adequate attention to the economic, environmental,
and social costs of decisions that result in disapproval of housing development projects,
reduction in density of housing projects, and excessive standards for housing development
projects.

o California has a housing supply and affordability crisis of historic proportions. The
consequences of failing to effectively and aggressively confront this crisis are hurting
millions of Californians, robbing future generations of the chance to call California home,
stifling economic opportunities for workers and businesses, worsening poverty and
homelessness, and undermining the state’s environmental and climate objectives.
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o While the causes of this crisis are multiple and complex, the absence of meaningful and
effective policy reforms to significantly enhance the approval and supply of housing
affordable to Californians of all income levels is a key factor.

e The crisis has grown so acute in California that supply, demand, and affordability
fundamentals are characterized in the negative: underserved demands, constrained supply,
and protracted unaffordability.

¢ According to reports and data, California has accumulated an unmet housing backlog of
nearly 2,000,000 units and must provide for at least 180,000 new units annually to keep
pace with growth through 2025.

¢ California’s overall homeownership rate is at its lowest level since the 1940s. The state
ranks 49th out of the 50 states in homeownership rates as well as in the supply of housing
per capita. Only one-half of California’s households are able to afford the cost of housing in
their local regions.

e Lack of supply and rising costs are compounding inequality and limiting advancement
opportunities for many Californians.

» The majority of California renters, more than 3,000,000 households, pay more than 30
percent of their income toward rent and nearly one-third, more than 1,500,000 households,
pay more than 50 percent of their income toward rent.

e When Californians have access to safe and affordable housing, they have more money for
food and health care; they are less likely to become homeless and in need of government-
subsidized services; their children do better in school; and businesses have an easier time
recruiting and retaining employees.

» An additional consequence of the state’s cumulative housing shortage is a significant
increase in greenhouse gas emissions caused by the displacement and redirection of
populations to states with greater housing opportunities, particularly working- and middle-
class households. California’s cumulative housing shortfall therefore has not only national
but international environmental consequences.

o California’s housing picture has reached a crisis of historic proportions despite the fact that,
for decades, the Legislature has enacted numerous statutes intended to significantly
increase the approval, development, and affordability of housing for all income levels,
including this section.
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Key Provisions of the Housing Accountability Act

Key Provisions of the Housing Accountability Act

The HAA sets out restrictions on local governments’ ability to take action against housing
development projects in Government Code section 65589.5, subdivisions (d) and (j).
Subdivision (d) describes requirements applicable to housing development projects that include
units affordable to very-low, low-, and moderate-income households (including transitional and
supportive housing) as well as emergency shelters and farmworker housing. Subdivision (j)
describes requirements applicable to all housing development projects, including both market-
rate and affordable housing developments®. In sum, the HAA significantly limits the ability of a
local government to deny an affordable or market-rate housing project that is consistent with
planning and zoning requirements. This table describes the various component parts of the
HAA for ease of reference.

Topic Subdivisions of Government
Code Section 65589.5
Declarations and legislative intent (a), (b), (¢)

Provisions for housing affordable to very low, low-, or (d), (i)
moderate-income households, or an emergency shelter

Applicability of the statute to coastal zones, local laws, (e), (f), (9)
and charter cities

Definitions (h)
Provisions relating to all housing developments a)
Consequences for violation (k), (), (m), (n)
Vesting rights for pre-applications (SB 330) (o)

The following is an overview of key provisions of the HAA focusing on project qualifications,
applicability of local standards, provisions that relate to all housing projects, provisions that
relate just to housing affordable to lower- and moderate-income households and emergency
shelters, and consequences for violation of the HAA. Appendix A includes a list of definitions of
terms referenced throughout the HAA and Appendix B includes information related to the
Preliminary Application Process pursuant to Senate Bill 330.

Housing Development Project Qualifications

In order for a development to qualify for the protections under the HAA it must meet the
definition of a “housing development project’. Furthermore, for a project to qualify for the
affordable housing protections, it must also meet the definition of “Housing for very low-, low-,
or moderate-income households”.

' Honchariw v. County of Stanislaus (2011) 200 Cal.App.4th 1066, 1072-1073
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Housing Development Project Definition
Government Code, § 65589.5, subdivision (h)(2).

A “housing development project” means a use consisting of residential units only, mixed use
developments consisting of residential and non-residential uses with at least two-thirds of the
square footage designated for residential use, or transitional or supportive housing. Because
the term “units” is plural, a development must consist of more than one unit to qualify under the
HAA. The development can consist of attached or detached units and may occupy more than
one parcel, so long as the development is included in the same development application.

Housing for Very Low, Low-, or Moderate-Income Households
Government Code, § 65589.5, subdivision (h)(3).

In order to qualify as a housing development affordable to lower- or moderate- income
households, the project must meet one of the following two criteria:

» At least 20 percent of the total units shall be sold or rented to lower income households.
Lower-income households are those persons and families whose income does not exceed
that specified by Health and Safety Code, § 50079.5, 80 percent of area median income.

e 100 percent of the units shall be sold or rented to persons and families of moderate income,
or persons and families of middle income. Moderate-income households are those persons
and families whose incomes are 80 percent to 120 percent of area median income (Health
and Safety Code, § 50093.) Middle-income households are those persons and families
whose income does not exceed 150 percent of area median income (Gov. Code, § 65008
subd. (c).)

In addition, the rental or sales prices of that housing cannot exceed the following standards:

* Housing units targeted for lower income households shall be made available at a monthly
housing cost that does not exceed 30 percent of 60 percent of area median income with
adjustments for household size made in accordance with the adjustment factors on which
the lower income eligibility limits are based.

o Housing units targeted for persons and families of moderate income shall be made available
at a monthly housing cost that does not exceed 30 percent of 100 percent of area median
income with adjustments for household size made in accordance with the adjustment factors
on which the moderate-income eligibility limits are based.

Housing Developments Applying for the Streamlined Ministerial Approval Process
Pursuant to Government Code Section 65913.4.

To facilitate and expedite the construction of housing, Chapter 366, Statutes of 2017 (SB 35,
Wiener) established the availability of a Streamlined Ministerial Approval Process for
developments in localities that have not yet made sufficient progress towards their allocation of
the regional housing need (RHNA). Recent amendments to the law clarified that projects
utilizing the Streamlined Ministerial Approval Process qualify for the protections under the HAA
(Gov. Code, § 65913.4, subd. (g)(2).)
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Applicability of Local Standards

In addition to limiting the conditions for which a housing development project can be denied, the
HAA also sets parameters around aspects of the approval process. Specifically, it defines:

e The type of development standards, conditions, and policies with which a housing
development or emergency shelter can be required to comply

e Parameters for fees and exactions that can be imposed
e Standards that can be applied once an application is deemed complete

e Actions by a local government that would constitute a denial of a project or impose
development conditions

These requirements are intended to provide developers with greater transparency and clarity in
the entitlement process.

Objective Development Standards, Conditions, Policies, Fees, and Exactions
Government Code, § 65589.5, subdivision (f)

Local governments are not prohibited from requiring a housing development project or
emergency shelter to comply with objective, quantifiable, written development standards,
conditions, and policies (subject to the vesting provisions of the HAA and other applicable
laws). However, those standards, conditions, and policies must meet the following criteria:

e Be appropriate to, and consistent with, meeting the local government’s share of the RHNA
or meeting the local government’s need for emergency shelters as identified in the housing
element of the general plan.

e Be applied to facilitate and accommodate development at the density permitted on the site
and proposed by the development or to facilitate and accommodate the development of the
emergency shelter project.

» Meet the definition of “objective”. Objective standards are those that involve no personal or
subjective judgment by a public official and being uniformly verifiable by reference to an
external and uniform benchmark or criterion available and knowable by both the
development applicant or proponent and the public official.

The intent of these provisions of the HAA is that developers are given certainty in what
standards, conditions, and policies apply to their project and how those standards can be met.
Local governments that deny a project due to a failure to meet subjective standards (those
standards that are not objective as defined) could be in violation of the HAA. In addition,
objective standards that do apply should make it feasible for a developer to build to the density
allowed by the zoning and not constrain a local government'’s ability to achieve its RHNA
housing targets.

Nothing in the statute generally prohibits a local government from imposing fees and other
exactions otherwise authorized by law that are essential to provide necessary public services
and facilities to the housing development project or emergency shelter. However, the HAA does
impose limitations on the fees and exactions that can be imposed on a specific housing
development project once a preliminary application is submitted (see Appendix C).
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Determination of Application Completeness
Government Code, § 65589.5, subdivisions (d)(5), (h)(5) and (9), and (j)(1).

The process of submitting an application for a housing development project can be iterative. For
example, applications that are missing information cannot be fully evaluated by a local
government for compliance with local objective standards. Therefore, an application is not
typically processed until it is “determined to be complete”. The HAA currently uses two terms
related to completeness, “deemed complete” and “determined to be complete.”

Deemed Complete: For the purposes of the HAA, until January 1, 2025, “deemed complete”
means the date on which a preliminary application was submitted under the provisions of
Government Code section 65941.1. Submittal of a preliminary application allows a developer to
provide a specific subset of information on the proposed housing development before providing
the full information required by the local government for a housing development application.
Submittal of this information allows a housing developer to “freeze” the applicable standards for
their project while they assemble the rest of the material necessary for a full application
submittal. This ensures development requirements do not change during this time, potentially
adding costs to a project. No affirmative determination by a local government regarding the
completeness of a preliminary application is required. (See Appendix C).

The term “deemed complete” triggers the “freeze date” for applicable development standards,
criteria, or condition that can be applied to a project. Changes to the zoning ordinance, general
plan land use designation, standards, and criteria, subdivision ordinance, and design review
standards, made subsequent to the date the housing development project preliminary
application was "deemed complete”, cannot be applied to a housing development project or
used to disapprove or condition approval of the project.

However, if the developer does not submit a preliminary application, the standards that must be
applied are those that are in effect when the project is determined to be complete under the
Permit Streamlining Act (Gov. Code § 65943).

Determined to be complete: Until January 1, 2025, the full application is "determined to be
complete” when it is found to be complete under the Permit Streamlining Act (Gov. Code §
65943). This phrase triggers the timing provisions for the local government to provide written
documentation of inconsistency with any applicable plan, program, policy, ordinance, standard,
requirement, or other similar provision (see page 10 below for inconsistency determinations).

Completeness Determination of Development Application

Government Code section 65943 states that local governments have 30 days after an
application for a housing development project is submitted to inform the applicant whether or
not the application is complete. If the local government does not inform the applicant of any
deficiencies within that 30-day period, the application will be "deemed complete", even if it is
deficient.

If the application is determined to be incomplete, the local government shall provide the
applicant with an exhaustive list of items that were not complete pursuant to the local
government’s submittal requirement checklist. Information not included in the initial list of
deficiencies in the application cannot be requested in subsequent reviews of the application.
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A development applicant who submitted a preliminary application has 90 days to complete the
application after receiving notice that the application is incomplete, or the preliminary
application will expire. Each time an applicant resubmits new information, a local government
has 30 calendar days to review the submittal materials and to identify deficiencies in the
application.

Please note, Government Code section 65943 is triggered by an application submitted with all
of the requirements on lists compiled by the local government and available when the
application was submitted that specifies in detail the information that will be required from any
applicant for a development project pursuant to Government Code section 65940. This is not
the “preliminary application” referenced in Government Code section 65941.1.

Triggers for a Disapproval of a Housing Development Project
Government Code, § 65589.5, subdivisions (h)(6)

The HAA does not prohibit a local government from exercising its authority to disapprove a
housing development project, but rather provides limitations and conditions for exercising that
authority. The HAA defines disapproval as when the local government takes one of the
following actions:

» Votes on a proposed housing development project application and the application is
disapproved. This includes denial of other required land use approvals or entitlements
necessary for the issuance of a building permit. Examples include, but are not limited to,
denial of the development application, tentative or final maps, use permits, or design review.
If the project is using the Streamlined Ministerial Approval Process, disapproval of the
application would trigger the provisions of the HAA.

e Fails to comply with decision time periods for approval or disapproval of a development
application?. Until 2025, the following timeframes apply:

o 90 days after certification of an environmental impact report (prepared pursuant to the
California Environmental Quality Act) by the lead agency for a housing development
project.

o 60 days after certification of an environmental impact report (prepared pursuant to the
California Environmental Quality Act) by the lead agency for a housing development
project where at least 49 percent of the units in the development project are affordable to
very low or low-income households?®, and where rents for the lower income units are set
at an affordable rent* for at least 30 years and owner-occupied units are available at an
affordable housing cost®, among other conditions (see Gov Code § 65950).

o 60 days from the date of adoption by the lead agency of a negative declaration.

o 60 days from the determination by the lead agency that the project is exempt from the
California Environmental Quality Act.

2 Timeframes are pursuant to Government Code section 65950

3 As defined by Health and Safety Code sections 50105 and 50079.5
4 Pursuant to Section 50053 of the Health and Safety Code

5 Pursuant to Section 50052.5 of the Health and Safety Code
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Imposition of Development Conditions
Government Code, § 65589.5, subdivisions. (d), (h)(7), and (i)

Like the ability to deny a project, the HAA does not prohibit a local government from exercising
its authority to condition the approval of a project, but rather provides limitations and conditions
for the application of certain conditions. Specifically, the HAA limits the application of conditions
that lower the residential density of the project, and, for housing affordable to lower- and
moderate-income households and emergency shelters, conditions that would have a
substantial adverse impact on the viability or affordability of providing those units unless specific
findings are made and supported by a preponderance of the evidence in the record®.

For purposes of the HAA, “lower density” includes any conditions that have the same effect or
impact on the ability of the project to provide housing. This could include a condition that
directly lowers the overall number of units proposed (e.g., the development proposes 50 units,
but the local government approves only 45 units). It could also include indirect conditions that
result in a lower density (e.g., a development proposes 50 units at 800 square feet per unit but
the local government conditions the approval on the provision of 850 square feet per unit,
resuiting in the project having to provide fewer units to accommodate the increase in square
footage). Another example would be a reduction in building height that would result in the
project being able to provide fewer units than originally proposed.

Local governments must also consider if imposed conditions of approval would have an
adverse effect on a project’s ability to provide housing for very low-, low-, or moderate-Income
households at the affordability levels proposed in the housing development project. This
includes provisions that would render the project for very low-, low-, or moderate-income
households infeasible or would have a substantial adverse effect on the viability or affordability
of the proposed housing. For example, project approval for an affordable housing development
might be conditioned on the need to use specific materials that significantly increase the cost of
the project. This additional cost could either render the project financially infeasible altogether
or require substantial changes to the affordability mix of the units where fewer very low-income
units could be provided. In these cases, it is possible that the conditions would violate the HAA.

Conditions that should be analyzed for their effect on density and project feasibility (for
affordable projects) include, but are not limited to, the following:

¢ Design changes
o Conditions that directly or indirectly lower density

e Reduction of the percentage of a lot that may be occupied by a building or structure under
the applicable planning and zoning.

& See Page13 for more information on the preponderance of the evidence standard.
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Housing Accountability Act Provisions That Apply to All Housing Projects
The following provisions apply to all housing development projects regardless of affordability.

Determination of Consistency with Applicable Plans, Standards, or Other Similar
Provision Based on the Reasonable Person Standard
Government Code, § 65589.5, subdivision (f)(4)

A key component of the HAA is the determination as to whether or not the proposed housing
development project is consistent, compliant and in conformity with all applicable plans,
programs, policies, ordinances, standards, requirements, and other similar provisions.

Traditionally, this determination is made by local government, which is given significant
deference to interpret its own plans, programs, policies, ordinances, standards, requirements,
and other similar provisions. In most planning and zoning matters, courts traditionally uphold an
agency's determination if there is “substantial evidence” to support that determination. If
substantial evidence supports the agency's decision, an agency can reach a conclusion that a
development project is inconsistent with applicable provisions, even if there is evidence to the
contrary.

Departing from these traditional rules, the HAA sets forth its own standard for determining
consistency with local government rules for housing development projects and emergency
shelters. A housing development project or emergency shelter is deemed consistent, compliant,
and in conformity with an applicable plan, program, policy, ordinance, standard, requirement, or
other similar provision if there is substantial evidence that could allow a reasonable person to
conclude that the housing development project or emergency shelter is consistent, compliant,
or in conformity with applicable standards and requirements. The intent of this provision is to
provide an objective standard and increase the likelihood of housing development projects
being found consistent, compliant and in conformity.

Applicability of Density Bonus Law
Government Code, § 65589.5, subdivision (j)(3)

The receipt of a density bonus pursuant to Density Bonus Law (Government Code § 65915)
does not constitute a valid basis on which to find a proposed housing development project is
inconsistent, not in compliance, or not in conformity, with an applicable plan, program, policy,
ordinance, standard, requirement, or other similar provision. Receipt of a density bonus can
include a bonus in number of units, incentives, concessions, or waivers to development
standards allowed under Density Bonus Law.”

General Plan and Zoning Consistency Standard
Government Code, § 65589.5, subdivision (j)(4)

For various reasons, there is at times inconsistency between standards in a general plan and
zoning standards. For example, a local government may have amended the general plan, but

7 Please note pursuant to Government Code § 65915, subd. (f) a receipt of a density bonus does not require an
increase in density. An applicant can elect to ask for just the concessions, incentives, and waivers that the project
qualifies for under State Density Bonus Law.
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has not yet amended all of its municipal ordinances to assure vertical consistency?.
Recognizing this, the HAA clarifies that if the zoning standards and criteria are inconsistent with
applicable, objective general plan standards, but the development project is consistent with the
applicable objective general plan standards for the site, then the housing development project
cannot be found inconsistent with the standards and criteria of the zoning. Further, if such an
inconsistency exists, the local agency may not require rezoning prior to housing development
project approval.

However, the local agency may require the proposed housing development project to comply
with the objective standards and criteria contained elsewhere in the zoning code that are
consistent with the general plan designation. For example, if a site has a general plan land use
designation of high density residential, but the site is zoned industrial, then a local government
can require the project to comply with objective development standards in zoning districts that
are consistent with the high density residential designation, such as a multifamily high density
residential zone.

However, under the HAA, the standards and criteria determined to apply to the project must
facilitate and accommodate development at the density allowed the general plan on the project
site and as proposed by the housing development project.

Written Notification of Inconsistency
Government Code, § 65589.5, subdivision (j)(2)

If a local government considers a proposed housing development project to be inconsistent,
non-compliant, or not in conformity with any applicable plan, program, policy, ordinance,
standard, requirement, or other similar provision, the local government must provide written
notification and documentation of the inconsistency, noncompliance, or inconformity. This
requirement applies to all housing development projects, regardless of affordability level. The
documentation must:

¢ |dentify the specific provision or provisions and provide an explanation of the reason or
reasons why the local agency considers the housing development to be inconsistent, non-
compliant, or non-conformant with identified provisions.

e Be provided to the applicant within 30 days of a project application being deemed complete
for projects containing 150 or fewer housing units.

¢ Be provided to the applicant within 60 days of a project application being deemed complete
for projects containing over 150 units.

Consequence for Failure to Provide Written Documentation

If the local government fails to provide the written documentation within the required timeframe,
the housing development project is deemed consistent, compliant and in conformity with
applicable plans, programs, policies, ordinances, standards, requirements, or other similar
provisions.

8 Pursuant to Government Code § 65860, city and county, including a charter city, zoning ordinances must be
consistent with the adopted general plan. This is known as vertical consistency.
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Denial of a Housing Project that is Consistent with Applicable Plans, Standards, or Other
Similar Provisions Based on the Preponderance of the Evidence Standard
Government Code, § 65589.5, subdivision (j)(1)

When a proposed housing development project complies with applicable, objective general
plan, zoning, and subdivision standards and criteria, including design review standards, in
effect at the time that the application was deemed complete, but the local agency proposes to
disapprove the project or to impose a condition that the project be developed at a lower density,
the local agency shall base its decision regarding the proposed housing development project
upon written findings supported by a preponderance of the evidence on the record that both of
the following conditions exist:

e The housing development project would have a specific, adverse impact upon the public
health or safety unless the project is disapproved or approved upon the condition that the
project be developed at a lower density.

A “specific, adverse impact” means a significant, quantifiable, direct, and unavoidable
impact, based on objective, identified written public health or safety standards, policies, or
conditions as they existed on the date the application was deemed complete. Pursuant to
Government Code section 65589.5 (a)(3) it is the intent of the Legislature that the conditions
that would have a specific, adverse impact upon the public health and safety arise infrequently

An example of a condition that does not constitute a specific, adverse impact would be criteria
that requires a project to conform with “neighborhood character”. Such a standard is not
quantifiable and therefore would not meet the conditions set forth under the HAA.

e There is no feasible method to satisfactorily mitigate or avoid the adverse impact, other than
the disapproval of the housing development project or the approval of the project upon the
condition that it be developed at a lower density. 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.

Preponderance of the Evidence Standard

In most actions, a local government is tasked with making findings or determinations based on
“substantial evidence.” Under the substantial evidence standard, local government is merely
required to find reasonable, adequate evidence in support of their findings, even if the same or
even more evidence supports a finding to the contrary.

Findings or determinations based on a “preponderance of the evidence” standard require that
local governments weigh the evidence and conclude that the evidence on one side outweighs,
preponderates over, is more than the evidence on the other side, not necessarily in the number
or quantity, but in its convincing force upon those to whom it is addressed®. Evidence that is
substantial, but not a preponderance of the evidence, does not meet this standard.

® People v. Miller (1916) 171 Cal. 649, 652. Harris v. Oaks Shopping Center (1299) 70 Cal.App.4th 208, 209
(“Preponderance of the evidence’ means evidence that has more convincing force than that opposed to it.”).
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Provisions Related to Housing Affordable to Very Low-, Low-, or Moderate-Income
Household, Emergency Shelters, and Farmworker Housing

State Policy on Housing Project Approval

“It is the policy of the state that a local government not reject or make infeasible housing
development projects, including emergency shelters, that contribute to meeting the need
determined pursuant to this article (RHNA) without a thorough analysis of the economic, social,
and environmental effects of the action and without complying with subdivision (d)” Government
Code, § 65589.5, subdivision (b).

The HAA provides additional protections for projects that contain housing affordable to very
low-, low- or moderate-income households, including farmworker housing, or emergency
shelters. State policy prohibits local governments from rejecting or otherwise making infeasible
these types of housing development projects, including emergency shelters, without making
specific findings.

Denial or Conditioning of Housing Affordable to Very Low-, Low- or Moderate-Income
Households, Including Farmworker Housing, or Emergency Shelters
Government Code, § 65589.5, subdivision (d) and (i)

The HAA specifies findings that local governments must make, in addition to those in the
previous section, if they wish to deny a housing development affordable to very low-, low-, or
moderate-income housing (including farmworker housing) or emergency shelters. These
requirements also apply when a local government wishes to condition such a project in a way
that it would that render it infeasible or would have a substantial adverse effect on the viability
or affordability of a housing development project for very low-, low-, or moderate-income
households. In addition to the findings, described above, that apply to all housing development
projects, a local government must also make specific findings based upon the preponderance
of the evidence of one of the following:

(1) The local government has an adopted housing element in substantial compliance with
California’s Housing Element Law, contained in Article 10.6 of Government Code, and has
met or exceeded development of its share of the RHNA in all income categories proposed in
the housing development project. In the case of an emergency shelter, the local government
shall have met or exceeded the need for emergency shelters as identified in the housing
element. This requirement to meet or exceed its RHNA is in relationship to units built in the
local government, not zoning. A local government’s housing element Annual Progress
Report pursuant to Government Code section 65400 can be used to demonstrate progress
towards RHNA goals.

(2) The housing development project would have a specific, adverse impact upon public health
or safety and there is no feasible method to mitigate or avoid the impact without rendering
the housing development project unaffordable or financially infeasible. Specific to housing
development projects affordable to very low-, low-, or moderate-income housing (including
farmworker housing) or emergency shelters, specific, adverse impacts do not include
inconsistency with the zoning ordinance or general plan land use designation or eligibility to
claim a welfare exemption under subdivision (g) of Section 214 of the Revenue and
Taxation Code.

(3) Denial of the housing development project or the imposition of conditions is required to
comply with specific state or federal law, and there is no feasible method to comply without
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rendering the development unaffordable to low- and moderate-income households or
rendering the development of the emergency shelter financially infeasible.

(4) The housing development project is proposed on land zoned for agriculture or resource
preservation that is either: (a) surrounded on two sides by land being used for agriculture or
resource preservation; or (b) does not have adequate water or wastewater facilities to serve
the housing development project.

(5) The housing development project meets both the following conditions:

» Is inconsistent with both the local government's zoning ordinance and the general plan land
use designation as specified in any element of the general plan as it existed on the date the
application was deemed complete. This means this finding cannot be used in situations
where the project is inconsistent with one (e.g., the general plan designation), but is
consistent with the other (e.g., zoning ordinance).

e The local government has an adopted housing element in substantial compliance with
housing element Law.

Finding (5) cannot be used when any of the following occur:

o The housing development project is proposed for a site identified as suitable or available
for very low-, low-, or moderate-income households within a housing element and the
project is consistent with the specified density identified in the housing element.

o The local government has failed to identify sufficient adequate sites in its inventory of
available sites to accommodate its RNHA, and the housing development project is
proposed on a site identified in any element of its general plan for residential use or in a
commercial zone where residential uses are permitted or conditionally permitted.

o The local government has failed to identify a zone(s) where emergency shelters are
allowed without a conditional use or other discretionary permit, or has identified such
zone(s) but has failed to demonstrate that they have sufficient capacity to accommodate
the need for emergency shelter(s), and the proposed emergency shelter is for a site
designated in any element of the general plan for industrial, commercial, or multifamily
residential uses.

Any of these findings must be based on a preponderance of the evidence. For details, see
‘Preponderance of the evidence standard” on page 12 for further information.

Violations of Housing Accountability Act

The courts are the primary authority that enforces the HAA. Actions can be brought by eligible
plaintiffs and petitioners to the court for potential violations of the law. Similarly, HCD under
Government Code section 65585 (j), can find that a local government has taken an action in
violation of the HAA. In that case, after notifying a local government of the violation, HCD would
refer the violation to the Office of the Attorney General who could file a petition against a local
government in the Superior Court.
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Eligible Plaintiffs and Petitioners
Government Code, § 65589.5, subdivision (k)(1)(A) and (k)(2)

The applicant, a person eligible to apply for residency in the housing development project or
emergency shelter, or a housing organization may bring action to enforce the HAA. A housing
organization, however, may only file an action to challenge the disapproval of the housing
development project and must have filed written or oral comments with the local government
prior to its action on the housing development project.

“Housing organizations” means a trade or industry group engaged in the construction or
management of housing units or a nonprofit organization whose mission includes providing or
advocating for increased access to housing for low-income households. A housing organization
is entitled to reasonable attorney fees and costs when prevailing in an action. Labor unions,
building associations, multifamily apartment management companies, and legal aid societies
are examples of housing organizations.

Remedies
Government Code, § 65589.5, subdivision (k)(1)(A)

If the plaintiff or petitioner prevails, the court must issue an order compelling compliance with
the HAA within 60 days. The court’s order would at a minimum require the local agency to take
action on the housing development project or emergency shelter during that time period. The
court is further empowered to issue an order or judgment that actually directs the local
government to approve the housing development project or emergency shelter if the court finds
that the local agency acted in bad faith when it disapproved or conditionally approved the
housing development or emergency shelter in violation of the HAA. “Bad faith” includes, but is
not limited to, an action that is frivolous or otherwise entirely without merit.

If the plaintiff or petitioner prevails, the court shall award reasonable attorney fees and costs of
the suit to the plaintiff or petitioner for both affordable and market-rate housing development
projects,’® except in the “extraordinary circumstances” in which the court finds that awarding
fees would not further the purposes of the HAA.

Local Agency Appeal Bond
Government Code, § 65589.5, subdivision (m)

If the local agency appeals the judgment of the trial court, the local agency shall post a bond, in
an amount to be determined by the court, to the benefit of the plaintiff if the plaintiff is the
project applicant. In this provision, the Legislature has waived, to some degree, the immunity
from damages that normally extends to local agencies, recognizing that the project applicant
incurs costs due to the delay of its project when a local agency appeals. (Contrast Gov. Code, §
65589.5, subd. (m), with Code Civ. Proc., § 995.220, subd. (b) [local public entities do not have
to post bonds].)

1%/ Honchariw v. County of Stanislaus (2013) 218 Cal.App.4th 1019, 1023—1024, which ruled to the contrary, was
superseded by statutory changes in Senate Bill 167 (Stats. 2017, ch. 368, § 1), Assembly Bill 678 (Stats. 2017,
ch. 373, § 1), and Senate Bill 330 (Stats. 2019, ch. 654, § 3).
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Failure to Comply with Court Order
Government Code, § 65589.5, subdivision (k)(1)(B)(i), (k)(1)(C), and (I)

If the local government fails to comply with the order or judgment within 60 days of issuance,
the court must impose a fine on the local government. The minimum fine that may be imposed
is $10,000 per housing unit in the housing development project as proposed on the date the
application was deemed complete. Please note, the use of the term “deemed complete” in this
instance has the same meaning as “determined to be complete” as referenced on page 7. The
monies are to be deposited into the State’s Building Homes and Jobs fund or the Housing
Rehabilitation Loan fund. In calculating the amount of the fine in excess of the minimum, the
court is directed to consider the following factors:

e The local government’s progress in meeting its RHNA and any previous violations of the
HAA.

o Whether the local government acted in bad faith when it disapproved or conditionally
approved the housing development or emergency shelter in violation of the HAA. If the court
finds that the local government acted in bad faith, the total amount of the fine must be
multiplied by five.

The court may issue further orders as provided by law to ensure that the purposes and policies
of this section are fulfilled, including, but not limited to, an order to vacate the decision of the
local agency and an order to approve the housing development project.

Court-Imposed Fines

Court-imposed fines begin at $10,000 per housing unit and could be much higher. If the court
determines the local government acted in bad faith, the fine is multiplied by five. This equates to
a minimum fine of $50,000 per unit.

Bad faith includes, but is not limited to, an action that is frivolous or otherwise entirely without
merit. For example, in a recent Los Altos Superior Court order, the court issued an order
directing the local agency to approve the housing development project and found that the local
agency acted in bad faith when it disapproved the housing development because its denial was
entirely without merit. The city’s denial letter did not reflect that the city made a benign error in
the course of attempting, in good faith, to follow the law by explaining to the developer how the
project conflicted with objective standards that existed at the time of application; instead, the
city denied the application with a facially deficient letter, employed strained interpretations of
statute and local standards, and adopted a resolution enumerating insufficient reasons for its
denial'". Bad faith can be demonstrated through both substantive decisions and procedural
actions. In the Los Altos case, the court found that demanding an administrative appeal with
less than a days’ notice revealed bad faith. Repeated, undue delay may likewise reveal bad
faith.

' Order Granting Consolidated Petitions for Writ of Mandate, 40 Main Street Offices, LLC v. City of Los Altos et al.
(Santa Clara Superior Court Case No. 19CV349845, April 27, 2020), p. 38
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APPENDIX A: Frequently Asked Questions

What types of housing development project applications are subject to the Housing
Accountability Act (HAA)?

The HAA applies to both market rate and affordable housing development projects. (Honchariw
v. County of Stanislaus (2011) 200 Cal.App.4th 1066, 1073.) It applies to housing development
projects that consist of residential units and mixed-use developments when two-thirds or more
of the square footage is designated for residential use. It also applies to transitional housing,
supportive housing, farmworker housing, and emergency shelters. (Gov. Code, § 65589.5,
subds. (d) and (h)(2).)

Does the Housing Accountability Act apply to charter cities?
Yes, the HAA applies to charter cities (Gov. Code, § 65589.5, subd. (g).)

Does the Housing Accountability Act apply to housing development projects in coastal
zonhes?

Yes. However, local governments must still comply with the California Coastal Act of 1976
(Division 20 (commencing with Section 30000) of the Public Resources Code) (Gov. Code, §
65589.5, subd. (e).)

Are housing developments still subject to the California Environmental Quality Act
(CEQA,) if they qualify for the protections under the Housing Accountability Act?

Yes. Jurisdictions are still required to comply with CEQA (Division 13 (commencing with Section
21000) of the Public Resources Code) as applicable to the project. (Gov. Code, § 65589.5,
subd. (e).)

Does the California Department of Housing and Community Development have
enforcement authority for the Housing Accountability Act?

Yes. HCD has authority to find that a local government’s actions do not substantially comply
with the HAA (Gov. Code, § 65585, subd. (j)(1).) In such a case, HCD may notify the California
State Attorney General's Office that a local government has taken action in violation of the
HAA.

If approval of a housing development project triggers the No-Net Loss Law, may a local
government disapprove the project?

No. Triggering a required action under the No-Net Loss Law is not a valid basis to disapprove a
housing development project. (Gov. Code, § 65863, subd. (c)(2).) The only valid reasons for
disapproving a housing development project are defined in the HAA under subdivisions (d) and
(). Subdivision (j) contains requirements that apply to all housing development projects;
subdivision (d) contains additional requirements for housing development projects for very low-,
low- or moderate-income households or emergency shelters.

Does the Housing Accountability Act apply to a residential development project on an
historic property?

Yes. The HAA does not limit the applicability of its provisions based on individual site
characteristics or criteria. The local government may apply objective, quantifiable, written
development standards, conditions, and policies related to historic preservation to the housing
development project, so long as they were in effect when the application was deemed
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complete'. The standards should be appropriate to, and consistent with, meeting the local
government’s regional housing need and facilitate development at the permitted density. (Gov.
Code, § 65589.5, subd. (f)(1).) However, it should be noted that compliance with historic
preservation laws may otherwise constrain the approval of a housing development.

Under the Housing Accountability Act, is the retaillcommercial component of a mixed-
use project subject to review when the housing component must be approved?

Yes. The local government may apply objective, quantifiable, written development standards,
conditions and policies to the entirety of the mixed-use project, so long as they were in effect
when the application was deemed complete. (Gov. Code, § 65589.5, subd. (f)(1).)

Does the Housing Accountability Act apply to subdivision maps and other discretionary
land use applications?

Yes. The HAA applies to denials of subdivision maps and other discretionary land use
approvals or entitlements necessary for the issuance of a building permit (Gov. Code, §
65589.5, subd (h)(6).)

Does the Housing Accountability Act apply to applications for individual single-family
residences or individual Accessory Dwelling Units (ADUs)?

No. A “housing development project” means a use consisting of residential units only, mixed
use developments consisting of residential and non-residential uses with at least two-thirds of
the square footage designated for residential use, or transitional or supportive housing.
Because the term “units” is plural, a development has to consist of more than one unit to qualify
under the HAA (Gov. Code, § 65589.5, subd. (h)(2).).

Does the Housing Accountability Act apply to an application that includes both a single-
family residence and an Accessory Dwelling Unit?

Yes. Since an application for both a single-family residence and an ADU includes more than
one residential unit, the HAA applies (Gov. Code, § 65589.5, subd. (h)(2).)

Does the Housing Accountability Act apply to an application for a duplex?

Yes. Since an application for a duplex includes more than one residential unit, the HAA applies.
(Gov. Code, § 65589.5, subd. (h)(2).)

Does the Housing Accountability Act apply to market-rate housing developments?

Yes. Market-rate housing developments are subject to the HAA (Gov. Code, § 65589.5, subd.
(h)(2).) In Honchariw v. County of Stanislaus (2011) 200 Cal.App.4th 1066, the court found the
definition of “housing development project” was not limited to projects involving affordable
housing and extended to market-rate projects. Market-rate housing development projects are
subject to the requirements of paragraph (j) (Gov. Code, § 65589.5, subd. (j).)

2 For purposes of determination of whether a site is historic, “deemed complete” is used with reference to
Government Code §65940. See Government Code § 65913.10.
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Under the Housing Accountability Act, if a housing development project is consistent
with local planning rules, can it be denied or conditioned on a density reduction?

Yes. However, a local government may deny a housing development that is consistent with
local planning rules, or condition it on reduction in density, only under very specific
circumstances. (Gov. Code, § 65589.5, subds. (j)(1)(A), (B).) The local government must make
written findings based on a preponderance of the evidence that both:

(1) The housing development project would have a specific, adverse impact upon public
health or safety unless disapproved or approved at a lower density; and

(2) There is no feasible method to satisfactorily mitigate or avoid the impact.

(See definition of and specific requirements for finding of “specific, adverse impact” discussed
below.)

Under the Housing Accountability Act, can a housing development project affordable to
very low-, low-, or moderate-income households (including farmworker housing) or
emergency shelter that is inconsistent with local planning requirements be denied or
conditioned in a manner that renders it infeasible for the use proposed?

Yes, but only under specific circumstances. The local government must make written findings
based on a preponderance of the evidence as to specific criteria. However, inconsistency with
zoning does not justify denial or conditioning if the project is consistent with the general plan.
(See Page 11 for more details). See also Gov. Code, § 65589.5, subds. (d)(1)-(5).)

Is there a definition for “specific, adverse impact” upon public health and safety?

Yes. The HAA provides that a “specific, adverse impact” means a significant, quantifiable,
direct, and unavoidable impact, based on objective, identified written public health or safety
standards, policies, or conditions as they existed on the date the application was deemed
complete. Inconsistency with the zoning ordinance or general plan land use designation is not
such a specific, adverse impact upon the public health or safety. (Gov. Code, § 65589.5, subds.

(d)(2) and (j)(1)(A).)

The HAA considers that such impacts would be rare: “It is the intent of the Legislature that the
conditions that would have a specific, adverse impact upon the public health and safety, as
described in paragraph (2) of subdivision (d) and paragraph (1) of subdivision (j), arise
infrequently.” (Gov. Code, § 65589.5, subd. (a)(3).)
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Area median income means area median income as periodically established by the HCD
pursuant to Section 50093 of the Health and Safety Code. The developer shall provide
sufficient legal commitments to ensure continued availability of units for very low or low-income
households in accordance with the provisions of this subdivision for 30 years. (Gov. Code, §
65589.5, subd. (h)(4).)

Bad faith includes, but is not limited to, an action that is frivolous or otherwise entirely without
merit. (Gov. Code, § 65589.5, subd. (I).) This definition arises in the context of the action a local
government takes when it disapproved or conditionally approved the housing development or
emergency shelter in violation of the HAA.

Deemed complete means that the applicant has submitted a preliminary application pursuant
to Government Code section 65941.1 (Gov. Code, § 65589.5, subd. (h)(5).) However, in
Government Code section 65589.5(k)(1)(B)(i) deemed complete has the same meaning as
“‘Determined to be Complete”.

Determined to be complete means that the applicant has submitted a complete application
pursuant to Government Code section 65943 (Gov. Code, § 65589.5, subd. (h)(9).)

Disapprove the housing development project means a local government either votes on a
proposed housing development project application and the application is disapproved, including
any required land use approvals or entitlements necessary for the issuance of a building permit,
or fails to comply with specified timeframes in the Permit Streamlining Act. (Gov. Code, §
65589.5, subd. (h)(5).)

Farmworker housing means housing in which at least 50 percent of the units are available to,
and occupied by, farmworkers and their households.

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.
(Gov. Code, § 65589.5, subd. (h)(1).)

Housing development project means a use consisting of any of the following: (1)
development projects with only residential units, (2) mixed-use developments consisting of
residential and non-residential uses with at least two-thirds of the square footage designated for
residential use, (3) transitional or supportive housing.

Housing organization means a trade or industry group whose local members are primarily
engaged in the construction or management of housing units or a nonprofit organization whose
mission includes providing or advocating for increased access to housing for low-income
households and have filed written or oral comments with the local agency prior to action on the
housing development project. (Gov. Code, § 65589.5, subd. (k)(2).) This definition is relevant to
the individuals or entities that have standing to bring an HAA enforcement action against a local
agency.

Housing for very low-, low-, or moderate-income households means that either:

e At least 20 percent of the total units shall be sold or rented to lower income households, as
defined in Section 50079.5 of the Health and Safety Code, or
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e One hundred (100) percent of the units shall be sold or rented to persons and families of
moderate income as defined in Section 50093 of the Health and Safety Code, or persons
and families of middle income, as defined in Section 65008 of this code.

Housing units targeted for lower income households shall be made available at a monthly
housing cost that does not exceed 30 percent of 60 percent of area median income with
adjustments for household size made in accordance with the adjustment factors on which the
lower income eligibility limits are based. Housing units targeted for persons and families of
moderate income shall be made available at a monthly housing cost that does not exceed 30
percent of 100 percent of area median income with adjustments for household size made in
accordance with the adjustment factors on which the moderate-income eligibility limits are
based. (Gov. Code, § 65589.5, subd. (h)(3).)

Lower density (as used in the sense of “to lower density”) means a reduction in the units built
per acre. It includes conditions that directly lower density and conditions that effectively do so
via indirect means. (Gov. Code, § 65589.5, subd. (h)(7).)

Mixed use means a development consisting of residential and non-residential uses with at least
two-thirds of the square footage designated for residential use. (Gov. Code, § 65589.5, subd.

(h)(2)(B).)

Objective means involving no personal or subjective judgment by a public official and being
uniformly verifiable by reference to an external and uniform benchmark or criterion available
and knowable by both the development applicant or proponent and the public official. (Gov.
Code, § 65589.5, subd. (h)(2)(B).)

Regional housing needs allocation (RHNA) means the share of the regional housing needs
assigned to each jurisdiction by income category pursuant to Government Code section 65584
though 65584.6.

Specific adverse impact means a significant, quantifiable, direct, and unavoidable impact,
based on objective, identified written public health or safety standards, policies, or conditions as
they existed on the date the application was deemed complete. Inconsistency with the zoning
ordinance or general plan land use designation shall not constitute a specific, adverse impact
upon the public health or safety. (Gov. Code, § 65589.5, subds. (d)(2), (j)(1)(A).) This definition
is relevant to the written findings that a local agency must make when it disapproves or imposes
conditions on a housing development project or an emergency shelter that conforms with all
objective standards. It is the express intent of the Legislature that the conditions that would give
rise to a specific, adverse impact upon the public health and safety occur infrequently. (Gov.
Code, § 65589.5, subd. (a)(3).)
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Appendix C: Preliminary Application (Senate Bill 330, Statutes of 2019)

The Housing Crisis Act of 2019 (Chapter 654, Statutes of 2019 (SB 330)) strengthens
protections for housing development projects under the Housing Accountability Act (HAA),
Planning and Zoning Law, and the Permit Streamlining Act. The provisions set forth under SB
330 sunset in 2025.

Among other provisions, to increase transparency and certainty early in the development
application process, SB 330 allows a housing developer the option of submitting a “preliminary
application” for any housing development project. Submittal of a preliminary application allows a
developer to provide a specific subset of information on the proposed housing development
before providing the complete information required by the local government. Upon submittal of
an application and a payment of the permit processing fee, a housing developer is allowed to
“freeze” the applicable standards to their project early while they assemble the rest of the
material necessary for a full application submittal. This ensures development requirements do
not change during this time, adding costs to a project due to potential redesigns due to
changing local standards.

Benefits of a Preliminary Application
Government Code, § 65589.5, subdivision (o)

The primary benefit of a preliminary application is that a housing development project is subject
only to the ordinances, policies, standard, or any other measure (standards) adopted and in
effect when a preliminary application was submitted. “Ordinances, policies, and standards”
includes general plan, community plan, specific plan, zoning, design review standards and
criteria, subdivision standards and criteria, and any other rules, regulations, requirements, and
policies of a local agency, as defined in Section 66000, including those relating to development
impact fees, capacity or connection fees or charges, permit or processing fees, and other
exactions.

However, there are some circumstances where the housing development project can be
subjected to a standard beyond those in effect when a preliminary application is filed:

» In the case of a fee, charge, or other monetary exaction, an increase resulting from an
automatic annual adjustment based on an independently published cost index that is
referenced in the ordinance or resolution establishing the fee or other monetary exaction.

» A preponderance of the evidence in the record establishes that the standard is necessary to
mitigate or avoid a specific, adverse impact upon the public health or safety, and there is no
feasible alternative method to satisfactorily mitigate or avoid the adverse impact.

e The standard is necessary to avoid or substantially lessen an impact of the project under the
California Environmental Quality Act (Division 13 (commencing with Section 21000) of the
Public Resources Code).

e The housing development project has not commenced construction within two and a-half
years following the date that the project received final approval. “Final approval’ means that
the housing development project has received all necessary approvals to be eligible to apply
for, and obtain, a building permit or permits and either of the following is met:

o The expiration of all applicable appeal periods, petition periods, reconsideration periods,
or statute of limitations for challenging that final approval without an appeal, petition,
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request for reconsideration, or legal challenge have been filed. If a challenge is filed, that
challenge is fully resolved or settled in favor of the housing development project.

The housing development project is revised following submittal of a preliminary application
pursuant to Section 65941.1 such that the number of residential units or square footage of
construction changes by 20 percent or more, exclusive of any increase resulting from the
receipt of a density bonus, incentive, concession, waiver, or similar provision. “Square
footage of construction” means the building area, as defined by the California Building
Standards Code (Title 24 of the California Code of Regulations). However, a local
government is not prevented from applying the standards in effect at the time of the
preliminary application submittal.

Once a residential project is complete and a certificate of occupancy has been issued, local
governments are not limited in the application of later enacted ordinances, policies, and
standards that regulate the use and occupancy of those residential units, such as
ordinances relating to rental housing inspection, rent stabilization, restrictions on short-term
renting, and business licensing requirements for owners of rental housing.

Contents of a Preliminary Application
Government Code, § 65941.1

Each local government shall compile a checklist and application form that applicants for
housing development projects may use for submittal of a preliminary application. However,
HCD has adopted a standardized form that may be used to submit a preliminary application if a
local agency has not developed its own application form. The preliminary application form can
be found on HCD'’s website.

The following are the items that are contained in the application form. Local government
checklists or forms cannot require or request any information beyond these 17 items.

1.

©@ N O o

The specific location, including parcel numbers, a legal description, and site address, if
applicable.

The existing uses on the project site and identification of major physical alterations to the
property on which the project is to be located.

A site plan showing the location on the property, elevations showing design, color, and
material, and the massing, height, and approximate square footage, of each building that is
to be occupied.

The proposed land uses by number of units and square feet of residential and nonresidential
development using the categories in the applicable zoning ordinance.

The proposed number of parking spaces.

Any proposed point sources of air or water pollutants.

Any species of special concern known to occur on the property.
Whether a portion of the property is located within any of the following:

» A very high fire hazard severity zone, as determined by the Department of Forestry and
Fire Protection pursuant to Section 51178.

e Wetlands, as defined in the United States Fish and Wildlife Service Manual, Part 660 FW
2 (June 21, 1993).
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* A hazardous waste site that is listed pursuant to Section 65962.5 or a hazardous waste
site designated by the Department of Toxic Substances Control pursuant to Section
25356 of the Health and Safety Code.

e A special flood hazard area subject to inundation by the 1 percent annual chance flood
(100-year flood) as determined by the Federal Emergency Management Agency in any
official maps published by the Federal Emergency Management Agency.

* Adelineated earthquake fault zone as determined by the State Geologist in any official
maps published by the State Geologist, unless the development complies with applicable
seismic protection building code standards adopted by the California Building Standards
Commission under the California Building Standards Law (Part 2.5 (commencing with
Section 18901) of Division 13 of the Health and Safety Code), and by any local building
department under Chapter 12.2 (commencing with Section 8875) of Division 1 of Title 2.

o A stream or other resource that may be subject to a streambed alteration agreement
pursuant to Chapter 6 (commencing with Section 1600) of Division 2 of the Fish and
Game Code.

9. Any historic or cultural resources known to exist on the property.
10.The number of proposed below market rate units and their affordability levels.

11.The number of bonus units and any incentives, concessions, waivers, or parking reductions
requested pursuant to Section 65915.

12.Whether any approvals under the Subdivision Map Act, including, but not limited to, a parcel
map, a tentative map, or a condominium map, are being requested.

13.The applicant’s contact information and, if the applicant does not own the property, consent
from the property owner to submit the application.

14.For a housing development project proposed to be located within the coastal zone, whether
any portion of the property contains any of the following:

¢ Wetlands, as defined in subdivision (b) of Section 13577 of Title 14 of the California
Code of Regulations.

¢ Environmentally sensitive habitat areas, as defined in Section 30240 of the Public
Resources Code.

e A tsunamirun-up zone.
e Use of the site for public access to or along the coast.

15. The number of existing residential units on the project site that will be demolished and
whether each existing unit is occupied or unoccupied.

16.A site map showing a stream or other resource that may be subject to a streambed
alteration agreement pursuant to Chapter 6 (commencing with Section 1600) of Division 2 of
the Fish and Game Code and an aerial site photograph showing existing site conditions of
environmental site features that would be subject to regulations by a public agency,
including creeks and wetlands.

17.The location of any recorded public easement, such as easements for storm drains, water
lines, and other public rights of way.
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Timing Provisions from Filing of a Preliminary Application to Determination of
Consistency with Applicable Standards under the Housing Accountability Act

Step 1: Preliminary Application Submittal GC 65941.1

e Applicant submits preliminary application form.
o Applicant pays permit processing fees.

¢ No affirmative determination by local government regarding the completeness of a
preliminary application is required.

Step 2: Full Application Submittal

* Applicant submits full application within 180 days of preliminary application submittal.

o Application contains all information required by the local government applicaiion checklist
pursuant to Government Code Sections 65940, 65941, and 65941.513.

Step 3: Determination of Application Completeness GC 65943

* Local government has 30 days to determine application completeness and provide in writing
both the determination of whether the application is complete and, when applicable, a list of
items that were not complete. This list is based on the agency’s submittal requirement
checklist. If written notice is not provided within 30 days, the application is deemed
complete.

* An applicant that has submitted a preliminary application has 90 days to correct deficiencies
and submit the material needed to complete the application’.

e Upon resubmittal, local government has 30 days to evaluate. Evaluation is based on
previous stated items and the supplemented or amended materials. If still not correct, the
local agency must specify those parts of the application that were incomplete and indicate
the specific information needed to complete the application.

e Upon a third determination of an incomplete application, an appeals process must be
provided.

Step 4: Application Consistency with Standards (HAA) GC 65589.5

» |dentify the specific provision or provisions and provide an explanation of the reason or
reasons why the local agency considers the housing development to be inconsistent, non-
compliant, or non-conformant with identified provisions.

'® Government Codes § 65940, 65941, and 65941.5 require, among other things, a local government to compile
one or more lists that shall specify in detail the information that will be required from any applicant for a
development project. Copies of the information shall be made available to all applicants for development projects
and to any person who requests the information.

' The statute is silent on applications that did not use the preliminary application process. There is no statutory

timeline for resubmittal in those instances.
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30 days of a project application being deemed complete for projects containing 150 or fewer
housing units.

60 days of a project application being deemed complete for projects containing over 150
units.

Step 5: Other Entitlement Process Requirements Pursuant to SB 330

Pursuant to Government Code section 65905.5, if a proposed housing development project
complies with the applicable, objective general plan and zoning standards, the local
government can conduct a maximum of five hearings, including hearing continuances, in
connection with the approval of the project. Compliance with applicable, objective general
plan and zoning standards has the same meaning and provisions as in the HAA, inciuding
circumstances when there is inconsistency between the general plan and zoning.

A “hearing” includes any public hearing, workshop, or similar meeting conducted by the local
government with respect to the housing development project, whether by the legislative
body of the city or county, the planning agency, or any other agency, department, board,
commission, or any other designated hearing officer or body of the city or county, or any
committee or subcommittee thereof. A “hearing” does not include a hearing to review a
legislative approval required for a proposed housing development project, including, but not
limited to, a general plan amendment, a specific plan adoption or amendment, or a zoning
amendment, or any hearing arising from a timely appeal of the approval or disapproval of a
legislative approval.

However, it should be noted nothing in this requirement supersedes, limits, or otherwise
modifies the requirements of, or the standards of review pursuant to CEQA.

Pursuant to Government Code section 65950, a local government must make a final decision
on a residential project within 90 days after certification of an environmental impact report
(or 60 days after adoption of a mitigated negative declaration or an environment report for
an affordable housing project).
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GOVERNMENT CODE - GOV
TITLE 7. PLANNING AND LAND USE [65000 - 66499.58]
DIVISION 1. PLANNING AND ZONING [65000 - 66301]

CHAPTER 3. Local Planning [65100 - 65763]
ARTICLE 10.6. Housing Elements [65580 - 65589.11]

65589.5.
(a) (1) The Legislature finds and declares all of the following:

(A) The lack of housing, including emergency shelters, is a critical problem that threatens the
economic, environmental, and social quality of life in California.

(B) California housing has become the most expensive in the nation. The excessive cost of the
state’s housing supply is partially caused by activities and policies of many local governments
that limit the approval of housing, increase the cost of land for housing, and require that high
fees and exactions be paid by producers of housing.

(C) Among the consequences of those actions are discrimination against low-income and
minority households, lack of housing to support employment growth, imbalance in jobs and
housing, reduced mobility, urban sprawl, excessive commuting, and air quality deterioration.

(D) Many local governments do not give adequate attention to the economic, environmental,
and social costs of decisions that result in disapproval of housing development projects,
reduction in density of housing projects, and excessive standards for housing development
projects.

(2) In enacting the amendments made to this section by the act adding this paragraph, the
Legislature further finds and declares the following:

(A) California has a housing supply and affordability crisis of historic proportions. The
consequences of failing to effectively and aggressively confront this crisis are hurting millions of
Californians, robbing future generations of the chance to call California home, stifling economic
opportunities for workers and businesses, worsening poverty and homelessness, and
undermining the state’s environmental and climate objectives.

(B) While the causes of this crisis are multiple and complex, the absence of meaningful and
effective policy reforms to significantly enhance the approval and supply of housing affordable
to Californians of all income levels is a key factor.

(C) The crisis has grown so acute in California that supply, demand, and affordability
fundamentals are characterized in the negative: underserved demands, constrained supply,
and protracted unaffordability.

(D) According to reports and data, California has accumulated an unmet housing backlog of
nearly 2,000,000 units and must provide for at least 180,000 new units annually to keep pace
with growth through 2025.

(E) California’s overall homeownership rate is at its lowest level since the 1940s. The state
ranks 49th out of the 50 states in homeownership rates as well as in the supply of housing per
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capita. Only one-half of California’s households are able to afford the cost of housing in their
local regions.

(F) Lack of supply and rising costs are compounding inequality and limiting advancement
opportunities for many Californians.

(G) The majority of California renters, more than 3,000,000 households, pay more than 30
percent of their income toward rent and nearly one-third, more than 1,500,000 households, pay
more than 50 percent of their income toward rent.

(H) When Californians have access to safe and affordable housing, they have more money for
food and health care; they are less likely to become homeless and in need of government-
subsidized services; their children do better in school; and businesses have an easier time
recruiting and retaining employees.

() An additional consequence of the state’s cumulative housing shortage is a significant
increase in greenhouse gas emissions caused by the displacement and redirection of
populations to states with greater housing opportunities, particularly working- and middle-class
households. California’s cumulative housing shortfall therefore has not only national but
international environmental consequences.

(J) California’s housing picture has reached a crisis of historic proportions despite the fact that,
for decades, the Legislature has enacted numerous statutes intended to significantly increase
the approval, development, and affordability of housing for all income levels, including this
section.

(K) The Legislature’s intent in enacting this section in 1982 and in expanding its provisions
since then was to significantly increase the approval and construction of new housing for all
economic segments of California’s communities by meaningfully and effectively curbing the
capability of local governments to deny, reduce the density for, or render infeasible housing
development projects and emergency shelters. That intent has not been fulfilled.

(L) Itis the policy of the state that this section be interpreted and implemented in a manner to
afford the fullest possible weight to the interest of, and the approval and provision of, housing.

(3) Itis the intent of the Legislature that the conditions that would have a specific, adverse
impact upon the public health and safety, as described in paragraph (2) of subdivision (d) and
paragraph (1) of subdivision (j), arise infrequently.

(b) It is the policy of the state that a local government not reject or make infeasible housing
development projects, including emergency shelters, that contribute to meeting the need
determined pursuant to this article without a thorough analysis of the economic, social, and
environmental effects of the action and without complying with subdivision (d).

(c) The Legislature also recognizes that premature and unnecessary development of
agricultural lands for urban uses continues to have adverse effects on the availability of those
lands for food and fiber production and on the economy of the state. Furthermore, it is the policy
of the state that development should be guided away from prime agricultural lands; therefore, in
implementing this section, local governments should encourage, to the maximum extent
practicable, in filling existing urban areas.
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(d) A local agency shall not disapprove a housing development project, including farmworker
housing as defined in subdivision (h) of Section 50199.7 of the Health and Safety Code, for very
low, low-, or moderate-income households, or an emergency shelter, or condition approval in a
manner that renders the housing development project infeasible for development for the use of
very low, low-, or moderate-income households, or an emergency shelter, including through the
use of design review standards, unless it makes written findings, based upon a preponderance
of the evidence in the record, as to one of the following:

(1) The local government has adopted a housing element pursuant to this article that has been
revised in accordance with Section 65588, is in substantial compliance with this article, and the
local government has met or exceeded its share of the regional housing need allocation
pursuant to Section 65584 for the planning period for the income category proposed for the
housing development project, provided that any disapproval or conditional approval shall not be
based on any of the reasons prohibited by Section 65008. If the housing development project
includes a mix of income categories, and the local government has not met or exceeded its
share of the regional housing need for one or more of those categories, then this paragraph
shall not be used to disapprove or conditionally approve the housing development project. The
share of the regional housing need met by the local government shall be calculated consistently
with the forms and definitions that may be adopted by HCD pursuant to Section 65400. In the
case of an emergency shelter, the local government shall have met or exceeded the need for
emergency shelter, as identified pursuant to paragraph (7) of subdivision (a) of Section 65583.
Any disapproval or conditional approval pursuant to this paragraph shall be in accordance with
applicable law, rule, or standards.

(2) The housing development project or emergency shelter as proposed would have a specific,
adverse impact upon the public health or safety, and there is no feasible method to satisfactorily
mitigate or avoid the specific adverse impact without rendering the development unaffordable to
low- and moderate-income households or rendering the development of the emergency shelter
financially infeasible. As used in this paragraph, a “specific, adverse impact” means a
significant, quantifiable, direct, and unavoidable impact, based on objective, identified written
public health or safety standards, policies, or conditions as they existed on the date the
application was deemed complete. The following shall not constitute a specific, adverse impact
upon the public health or safety:

(A) Inconsistency with the zoning ordinance or general plan land use designation.

(B) The eligibility to claim a welfare exemption under subdivision (g) of Section 214 of the
Revenue and Taxation Code.

(3) The denial of the housing development project or imposition of conditions is required in
order to comply with specific state or federal law, and there is no feasible method to comply
without rendering the development unaffordable to low- and moderate-income households or
rendering the development of the emergency shelter financially infeasible.

(4) The housing development project or emergency shelter is proposed on land zoned for
agriculture or resource preservation that is surrounded on at least two sides by land being used
for agricultural or resource preservation purposes, or which does not have adequate water or
wastewater facilities to serve the project.
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(5) The housing development project or emergency shelter is inconsistent with both the local
government's zoning ordinance and general plan land use designation as specified in any
element of the general plan as it existed on the date the application was deemed complete, and
the local government has adopted a revised housing element in accordance with Section 65588
that is in substantial compliance with this article. For purposes of this section, a change to the
zoning ordinance or general plan land use designation subsequent to the date the application
was deemed complete shall not constitute a valid basis to disapprove or condition approval of
the housing development project or emergency shelter.

(A) This paragraph cannot be utilized to disapprove or conditionally approve a housing
development project if the housing development project is proposed on a site that is identified
as suitable or available for very low, low-, or moderate-income households in the local
government’s housing element, and consistent with the density specified in the housing
element, even though it is inconsistent with both the local government’s zoning ordinance and
general plan land use designation.

(B) If the local agency has failed to identify in the inventory of land in its housing element sites
that can be developed for housing within the planning period and are sufficient to provide for the
local government’s share of the regional housing need for all income levels pursuant to Section
65584, then this paragraph shall not be utilized to disapprove or conditionally approve a
housing development project proposed for a site designated in any element of the general plan
for residential uses or designated in any element of the general plan for commercial uses if
residential uses are permitted or conditionally permitted within commercial designations. In any
action in court, the burden of proof shall be on the local agency to show that its housing
element does identify adequate sites with appropriate zoning and development standards and
with services and facilities to accommodate the local agency’s share of the regional housing
need for the very low, low-, and moderate-income categories.

(C) If the local agency has failed to identify a zone or zones where emergency shelters are
allowed as a permitted use without a conditional use or other discretionary permit, has failed to
demonstrate that the identified zone or zones include sufficient capacity to accommodate the
need for emergency shelter identified in paragraph (7) of subdivision (a) of Section 65583, or
has failed to demonstrate that the identified zone or zones can accommodate at least one
emergency shelter, as required by paragraph (4) of subdivision (a) of Section 65583, then this
paragraph shall not be utilized to disapprove or conditionally approve an emergency shelter
proposed for a site designated in any element of the general plan for industrial, commercial, or
multifamily residential uses. In any action in court, the burden of proof shall be on the local
agency to show that its housing element does satisfy the requirements of paragraph (4) of
subdivision (a) of Section 65583.

(e) Nothing in this section shall be construed to relieve the local agency from complying with the
congestion management program required by Chapter 2.6 (commencing with Section 65088) of
Division 1 of Title 7 or the California Coastal Act of 1976 (Division 20 (commencing with Section
30000) of the Public Resources Code). Neither shall anything in this section be construed to
relieve the local agency from making one or more of the findings required pursuant to Section
21081 of the Public Resources Code or otherwise complying with the California Environmental
Quality Act (Division 13 (commencing with Section 21000) of the Public Resources Code).
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(f) (1) Except as provided in subdivision (0), nothing in shall be construed to prohibit a local
agency from requiring the housing development project to comply with objective, quantifiable,
written development standards, conditions, and policies appropriate to, and consistent with,
meeting the local government’s share of the regional housing need pursuant to Section 65584.
However, the development standards, conditions, and policies shall be applied to facilitate and
accommodate development at the density permitted on the site and proposed by the
development.

(2) Except as provided in subdivision (0), nothing in shall be construed to prohibit a local
agency from requiring an emergency shelter project to comply with objective, quantifiable,
written development standards, conditions, and policies that are consistent with paragraph (4)
of subdivision (a) of Section 65583 and appropriate to, and consistent with, meeting the local
government’s need for emergency shelter, as identified pursuant to paragraph (7) of subdivision
(a) of Section 65583. However, the development standards, conditions, and policies shall be
applied by the local agency to facilitate and accommodate the development of the emergency
shelter project.

(3) Except as provided in subdivision (o), nothing in this section shall be construed to prohibit a
local agency from imposing fees and other exactions otherwise authorized by law that are
essential to provide necessary public services and facilities to the housing development project
or emergency shelter.

(4) For purposes of this section, a housing development project or emergency shelter shall be
deemed consistent, compliant, and in conformity with an applicable plan, program, policy,
ordinance, standard, requirement, or other similar provision if there is substantial evidence that
would allow a reasonable person to conclude that the housing development project or
emergency shelter is consistent, compliant, or in conformity.

(g) This section shall be applicable to charter cities because the Legislature finds that the lack
of housing, including emergency shelter, is a critical statewide problem.

(h) The following definitions apply for the purposes of this section:

(1) “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.

(2) “Housing development project” means a use consisting of any of the following:
(A) Residential units only.

(B) Mixed-use developments consisting of residential and nonresidential uses with at least two-
thirds of the square footage designated for residential use.

(C) Transitional housing or supportive housing.

(3) “Housing for very low, low-, or moderate-income households” means that either (A) at least
20 percent of the total units shall be sold or rented to lower income households, as defined in
Section 50079.5 of the Health and Safety Code, or (B) 100 percent of the units shall be sold or
rented to persons and families of moderate income as defined in Section 50093 of the Health
and Safety Code, or persons and families of middle income, as defined in Section 65008 of this
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code. Housing units targeted for lower income households shall be made available at a monthly
housing cost that does not exceed 30 percent of 60 percent of area median income with
adjustments for household size made in accordance with the adjustment factors on which the
lower income eligibility limits are based. Housing units targeted for persons and families of
moderate income shall be made available at a monthly housing cost that does not exceed 30
percent of 100 percent of area median income with adjustments for household size made in
accordance with the adjustment factors on which the moderate-income eligibility limits are
based.

(4) “Area median income” means area median income as periodically established by the HCD
pursuant to Section 50093 of the Health and Safety Code. The developer shall provide
sufficient legal commitments to ensure continued availability of units for very low or low-income
households in accordance with the provisions of this subdivision for 30 years.

(5) Notwithstanding any other law, until January 1, 2025, “deemed complete” means that the
applicant has submitted a preliminary application pursuant to Section 65941.1.

(6) “Disapprove the housing development project” includes any instance in which a local agency
does either of the following:

(A) Votes on a proposed housing development project application and the application is
disapproved, including any required land use approvals or entitements necessary for the
issuance of a building permit.

(B) Fails to comply with the time periods specified in subdivision (a) of Section 65950. An
extension of time pursuant to Article 5 (commencing with Section 65950) shall be deemed to be
an extension of time pursuant to this paragraph.

(7) “Lower density” includes any conditions that have the same effect or impact on the ability of
the project to provide housing.

(8) Until January 1, 2025, “objective” means involving no personal or subjective judgment by a
public official and being uniformly verifiable by reference to an external and uniform benchmark
or criterion available and knowable by both the development applicant or proponent and the
public official.

(9) Notwithstanding any other law, until January 1, 2025, “determined to be complete” means
that the applicant has submitted a complete application pursuant to Section 65943.

(i) If any city, county, or city and county denies approval or imposes conditions, including design
changes, lower density, or a reduction of the percentage of a lot that may be occupied by a
building or structure under the applicable planning and zoning in force at the time housing
development project’s the application is complete, that have a substantial adverse effect on the
viability or affordability of a housing development for very low, low-, or moderate-income
households, and the denial of the development or the imposition of conditions on the
development is the subject of a court action which challenges the denial or the imposition of
conditions, then the burden of proof shall be on the local legislative body to show that its
decision is consistent with the findings as described in subdivision (d), and that the findings are
supported by a preponderance of the evidence in the record, and with the requirements of
subdivision (0).
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() (1) When a proposed housing development project complies with applicable, objective
general plan, zoning, and subdivision standards and criteria, including design review standards,
in effect at the time that the application was deemed complete, but the local agency proposes to
disapprove the project or to impose a condition that the project be developed at a lower density,
the local agency shall base its decision regarding the proposed housing development project
upon written findings supported by a preponderance of the evidence on the record that both of
the following conditions exist:

(A) The housing development project would have a specific, adverse impact upon the public
health or safety unless the project is disapproved or approved upon the condition that the
project be developed at a lower density. As used in this paragraph, a “specific, adverse impact’
means a significant, quantifiable, direct, and unavoidable impact, based on objective, identified
written public heaith or safety standards, policies, or conditions as they existed on the date the
application was deemed complete.

(B) There is no feasible method to satisfactorily mitigate or avoid the adverse impact identified
pursuant to paragraph (1), other than the disapproval of the housing development project or the
approval of the project upon the condition that it be developed at a lower density.

(2) (A) If the local agency considers a proposed housing development project to be
inconsistent, not in compliance, or not in conformity with an applicable plan, program, policy,
ordinance, standard, requirement, or other similar provision as specified in this subdivision, it
shall provide the applicant with written documentation identifying the provision or provisions,
and an explanation of the reason or reasons it considers the housing development to be
inconsistent, not in compliance, or not in conformity as follows:

(i) Within 30 days of the date that the application for the housing development project is
determined to be complete, if the housing development project contains 150 or fewer housing
units.

(i) Within 60 days of the date that the application for the housing development project is
determined to be complete, if the housing development project contains more than 150 units.

(B) If the local agency fails to provide the required documentation pursuant to subparagraph
(A), the housing development project shall be deemed consistent, compliant, and in conformity
with the applicable plan, program, policy, ordinance, standard, requirement, or other similar
provision.

(3) For purposes of this section, the receipt of a density bonus pursuant to Section 65915 shall
not constitute a valid basis on which to find a proposed housing development project is
inconsistent, not in compliance, or not in conformity, with an applicable plan, program, policy,
ordinance, standard, requirement, or other similar provision specified in this subdivision.

(4) For purposes of this section, a proposed housing development project is not inconsistent
with the applicable zoning standards and criteria, and shall not require a rezoning, if the
housing development project is consistent with the objective general plan standards and criteria
but the zoning for the project site is inconsistent with the general plan. If the local agency has
complied with paragraph (2), the local agency may require the proposed housing development
project to comply with the objective standards and criteria of the zoning which is consistent with
the general plan, however, the standards and criteria shall be applied to facilitate and
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accommodate development at the density allowed on the site by the general plan and proposed
by the proposed housing development project.

(k) (1) (A) (i) The applicant, a person who would be eligible to apply for residency in the housing
development project or emergency shelter, or a housing organization may bring an action to
enforce this section. If, in any action brought to enforce this section, a court finds that any of the
following are met, the court shall issue an order pursuant to clause (ii):

(I) The local agency, in violation of subdivision (d), disapproved a housing development project
or conditioned its approval in a manner rendering it infeasible for the development of an
emergency shelter, or housing for very low, low-, or moderate-income households, including
farmworker housing, without making the findings required by this section or without making
findings supported by a preponderance of the evidence.

(1) The local agency, in violation of subdivision (j), disapproved a housing development project
complying with applicable, objective general plan and zoning standards and criteria, or imposed
a condition that the project be developed at a lower density, without making the findings
required by this section or without making findings supported by a preponderance of the
evidence.

(1) (ia) Subject to sub-subclause (ib), the local agency, in violation of subdivision (0), required
or attempted to require a housing development project to comply with an ordinance, policy, or
standard not adopted and in effect when a preliminary application was submitted.

(ib) This subclause shall become inoperative on January 1, 2025.

(ii) If the court finds that one of the conditions in clause(i) is met, the court shall issue an order
or judgment compelling compliance with this section within 60 days, including, but not limited to,
an order that the local agency take action on the housing development project or emergency
shelter. The court may issue an order or judgment directing the local agency to approve the
housing development project or emergency sheiter if the court finds that the local agency acted
in bad faith when it disapproved or conditionally approved the housing development or
emergency shelter in violation of this section. The court shall retain jurisdiction to ensure that its
order or judgment is carried out and shall award reasonable attorney’s fees and costs of suit to
the plaintiff or petitioner, except under extraordinary circumstances in which the court finds that
awarding fees would not further the purposes of this section.

(B) (i) Upon a determination that the local agency has failed to comply with the order or
judgment compelling compliance with this section within 60 days issued pursuant to
subparagraph (A), the court shall impose fines on a local agency that has violated this section
and require the local agency to deposit any fine levied pursuant to this subdivision into a local
housing trust fund. The local agency may elect to instead deposit the fine into the Building
Homes and Jobs Fund, if Senate Bill 2 of the 2017-18 Regular Session is enacted, or
otherwise in the Housing Rehabilitation Loan Fund. The fine shall be in a minimum amount of
ten thousand dollars ($10,000) per housing unit in the housing development project on the date
the application was deemed complete pursuant to Section 65943. In determining the amount of
fine to impose, the court shall consider the local agency’s progress in attaining its target
allocation of the regional housing need pursuant to Section 65584 and any prior violations of
this section. Fines shall not be paid out of funds already dedicated to affordable housing,
including, but not limited to, Low and Moderate Income Housing Asset Funds, funds dedicated
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to housing for very low, low-, and moderate-income households, and federal HOME Investment
Partnerships Program and Community Development Block Grant Program funds. The local
agency shall commit and expend the money in the local housing trust fund within five years for
the sole purpose of financing newly constructed housing units affordable to extremely low, very
low, or low-income households. After five years, if the funds have not been expended, the
money shall revert to the state and be deposited in the Building Homes and Jobs Fund, if
Senate Bill 2 of the 2017—-18 Regular Session is enacted, or otherwise in the Housing
Rehabilitation Loan Fund, for the sole purpose of financing newly constructed housing units
affordable to extremely low, very low, or low-income households.

(i) If any money derived from a fine imposed pursuant to this subparagraph is deposited in the
Housing Rehabilitation Loan Fund, then, notwithstanding Section 50661 of the Health and
Safety Code, that money shall be available only upon appropriation by the Legislature.

(C) If the court determines that its order or judgment has not been carried out within 60 days,
the court may issue further orders as provided by law to ensure that the purposes and policies
of this section are fulfilled, including, but not limited to, an order to vacate the decision of the
local agency and to approve the housing development project, in which case the application for
the housing development project, as proposed by the applicant at the time the local agency
took the initial action determined to be in violation of this section, along with any standard
conditions determined by the court to be generally imposed by the local agency on similar
projects, shall be deemed to be approved unless the applicant consents to a different decision
or action by the local agency.

(2) For purposes of this subdivision, “housing organization” means a trade or industry group
whose local members are primarily engaged in the construction or management of housing
units or a nonprofit organization whose mission includes providing or advocating for increased
access to housing for low-income households and have filed written or oral comments with the
local agency prior to action on the housing development project. A housing organization may
only file an action pursuant to this section to challenge the disapproval of a housing
development by a local agency. A housing organization shall be entitled to reasonable
attorney’s fees and costs if it is the prevailing party in an action to enforce this section.

(1) If the court finds that the local agency (1) acted in bad faith when it disapproved or
conditionally approved the housing development or emergency shelter in violation of this
section and (2) failed to carry out the court’s order or judgment within 60 days as described in
subdivision (k), the court, in addition to any other remedies provided by this section, shall
multiply the fine determined pursuant to subparagraph (B) of paragraph (1) of subdivision (k) by
a factor of five. For purposes of this section, “bad faith” includes, but is not limited to, an action
that is frivolous or otherwise entirely without merit.

(m) Any action brought to enforce the provisions of this section shall be brought pursuant to
Section 1094.5 of the Code of Civil Procedure, and the local agency shall prepare and certify
the record of proceedings in accordance with subdivision (c) of Section 1094.6 of the Code of
Civil Procedure no later than 30 days after the petition is served, provided that the cost of
preparation of the record shall be borne by the local agency, unless the petitioner elects to
prepare the record as provided in subdivision (n) of this section. A petition to enforce the
provisions of this section shall be filed and served no later than 90 days from the later of (1) the
effective date of a decision of the local agency imposing conditions on, disapproving, or any
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other final action on a housing development project or (2) the expiration of the time periods
specified in subparagraph (B) of paragraph (5) of subdivision (h). Upon entry of the trial court’s
order, a party may, in order to obtain appellate review of the order, file a petition within 20 days
after service upon it of a written notice of the entry of the order, or within such further time not
exceeding an additional 20 days as the trial court may for good cause allow, or may appeal the
judgment or order of the trial court under Section 904.1 of the Code of Civil Procedure. If the
local agency appeals the judgment of the trial court, the local agency shall post a bond, in an
amount to be determined by the court, to the benefit of the plaintiff if the plaintiff is the project
applicant.

(n) In any action, the record of the proceedings before the local agency shall be filed as
expeditiously as possible and, notwithstanding Section 1094.6 of the Code of Civil Procedure or
subdivision (m) of this section, all or part of the record may be prepared (1) by the petitioner
with the petition or petitioner’s points and authorities, (2) by the respondent with respondent’s
points and authorities, (3) after payment of costs by the petitioner, or (4) as otherwise directed
by the court. If the expense of preparing the record has been borne by the petitioner and the
petitioner is the prevailing party, the expense shall be taxable as costs.

(0) (1) Subject to paragraphs (2), (6), and (7), and subdivision (d) of Section 65941.1, a housing
development project shall be subject only to the ordinances, policies, and standards adopted
and in effect when a preliminary application including all of the information required by
subdivision (a) of Section 65941.1 was submitted.

(2) Paragraph (1) shall not prohibit a housing development project from being subject to
ordinances, policies, and standards adopted after the preliminary application was submitted
pursuant to Section 65941.1 in the following circumstances:

(A) In the case of a fee, charge, or other monetary exaction, to an increase resulting from an
automatic annual adjustment based on an independently published cost index that is
referenced in the ordinance or resolution establishing the fee or other monetary exaction.

(B) A preponderance of the evidence in the record establishes that subjecting the housing
development project to an ordinance, policy, or standard beyond those in effect when a
preliminary application was submitted is necessary to mitigate or avoid a specific, adverse
impact upon the public health or safety, as defined in subparagraph (A) of paragraph (1) of
subdivision (j), and there is no feasible alternative method to satisfactorily mitigate or avoid the
adverse impact.

(C) Subjecting the housing development project to an ordinance, policy, standard, or any other
measure, beyond those in effect when a preliminary application was submitted is necessary to
avoid or substantially lessen an impact of the project under the California Environmental Quality
Act (Division 13 (commencing with Section 21000) of the Public Resources Code).

(D) The housing development project has not commenced construction within two and one-half
years following the date that the project received final approval. For purposes of this
subparagraph, “final approval” means that the housing development project has received all
necessary approvals to be eligible to apply for, and obtain, a building permit or permits and
either of the following is met:
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(i) The expiration of all applicable appeal periods, petition periods, reconsideration periods, or
statute of limitations for challenging that final approval without an appeal, petition, request for
reconsideration, or legal challenge having been filed.

(i) If a challenge is filed, that challenge is fully resolved or settled in favor of the housing
development project.

(E) The housing development project is revised following submittal of a preliminary application
pursuant to Section 65941.1 such that the number of residential units or square footage of
construction changes by 20 percent or more, exclusive of any increase resulting from the
receipt of a density bonus, incentive, concession, waiver, or similar provision. For purposes of
this subdivision, “square footage of construction” means the building area, as defined by the
California Building Standards Code (Title 24 of the California Code of Regulations).

(3) This subdivision does not prevent a local agency from subjecting the additional units or
square footage of construction that result from project revisions occurring after a preliminary
application is submitted pursuant to Section 65941.1 to the ordinances, policies, and standards
adopted and in effect when the preliminary application was submitted.

(4) For purposes of this subdivision, “ordinances, policies, and standards” includes general
plan, community plan, specific plan, zoning, design review standards and criteria, subdivision
standards and criteria, and any other rules, regulations, requirements, and policies of a local
agency, as defined in Section 66000, including those relating to development impact fees,
capacity or connection fees or charges, permit or processing fees, and other exactions.

(5) This subdivision shall not be construed in a manner that would lessen the restrictions
imposed on a local agency, or lessen the protections afforded to a housing development
project, that are established by any other law, including any other part of this section.

(6) This subdivision shall not restrict the authority of a public agency or local agency to require
mitigation measures to lessen the impacts of a housing development project under the
California Environmental Quality Act (Division 13 (commencing with Section 21000) of the
Public Resources Code).

(7) With respect to completed residential units for which the project approval process is
complete and a certificate of occupancy has been issued, nothing in this subdivision shall limit
the application of later enacted ordinances, policies, and standards that regulate the use and
occupancy of those residential units, such as ordinances relating to rental housing inspection,
rent stabilization, restrictions on short-term renting, and business licensing requirements for
owners of rental housing.

(8) This subdivision shall become inoperative on January 1, 2025.

(p) This section shall be known, and may be cited, as the Housing Accountability Act.
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STATE OF CALIFORNIA - NATURAL RESOURCES AGENCY EDMUND . G. BROWN, JR., GOVERNOR

CALIFORNIA COASTAL COMMISSION

South Cosst Area Office. Page 1 of 4
. 200 Oceangate, Sulte 1000 Date: May 10, 2012
(563 soosurs : | Permit No: 5-11-243

COASTAL DEVELOP ENT PER IT

On April 11, 2012, the California Coastal Commission granted to South Bay LLC
Coastal Development Permit 5-11-243, subject to the attached Standard and Special -
Conditions, for development consisting of. Demolition of existing duplexand
construction of a new, 25 foot high 10,517 sq.ft. single family residence. More
specifically described in the application file in the Commission offices.

The development is within the coastal zone in Los Angeles County at 2408 The Strand
Hermosa Beach.

 Issued on behalf of the California.Coastal Commission on May 10, 2012

CHARLES LESTER . By: &
Executive Director - Title:  astal Program Analyst
ACKNOWLEDGMENT

The undersigned. permittee acknowledges recelpt of this permit and agrees to-abide by all terms
and conditions thereof.

The undersigned pénn_ittee acknowledges that. Governmeént Code Section 818.4 which states in
pertinent part, that: “A public entity is not liable for injury caused by the issuance . . . of any
permit . . .” applies to the issuance of this permit.

IMPORTANT: THIS PERMIT IS NOT VALID UNLES  ND UNTIL A COPY OF THE PERMIT
WITH THE SIGNED ACKNOWLEDGMENT HAS E RETURNED TO THE COMMISSION
OFFICE 14 CAL. ADMIN. CODE SECTION 1 458(a .

5 \D o0l
ate Jnature of Permittee

Please sign and return one copy of this form to the Commission office at the above
address. . .



COASTAL DEVELOPMENT PERMIT

No. 5-11-243
Page 2 of 4
' STANDARD CONDITIONS
1. Notice of Recei tand Acknowled ment. The permitis not valld and

development shall hot commence until a copy of the permit, signed by the
permittee or authorized agent, acknowledging receipt of the permit and
acceptance of the terms and conditions, is returned to the Commission office.

Ex iration. If development has not commenced, the permit will explre two years
from the date on which the Commlssmn voted on the appllcatlon Development
shall be pursued in a-diligent manner and completed in-a reasonable period of
time. Application for extension of the permit must be made prior to the expiration
date. :

Inter retation. Any questions of intent or interpretation of any condltlon will be
resolved by-the Executive Director or the Commission.

Assi nment. The permit may be assigned to any qualiﬂed person, provided
_ assignee files with the Commission an affidavit accepting all-terms and

conditions of the permit.

Terms and Conditions Run with the Land. These terms and conditions shalll
be perpetual, and it is the intention of the Commission and the permittee to bind
all-future owners and possessors of the subject property to the terms and
conditions.

SPECIAL CONDITIONS:

1.

Water Qualit Draina e and Landsca in -Plans

A. The applicant shall conform to the drainage and run-off control plan received
on March 12, 2012 showing roof drainage and runoff from al! impervious areas
directed to Iandscaped areas or Infiltration tanks wherever possible. Vegetated
landscaped areas shall only consist of native plants or non-native drought
folerant p[ants which are non-invasive. No plant species listed as problematic
and/or invasive by the California Native Plant Society, the California Exotic Pest
Plant Council, or as may be identified from time to time by the State of California
shall be employed or allowed to naturalize or persist on the site. No plant species
listed as a ‘noxious weed' by the State of California or the U.S. Federal
Government shall be utilized within the property. The applicant shall incorporate
Best Management Practices (BMPs) into the construction and post-construction
phases of the subject development.

B. The permittee shall undertake development in accordance with the approved
final landscaping and drainage plans. Any proposed changes to the approved
plan shall be reported to the Executive Director. No changes to the approved



COASTAL DEVELOPMENT PERMIT

No. 5-11-243
Page 3 of 4 .

plan shall occur without.a Commission amendment to this coastal development
permit unless the Executive Director determines that no amendment is required.

Assumption of Risk, Waiver of Liability and Indemnity

By acceptance of this permit, the applicant acknowledges and agrees (i) that the
* site may be subject to hazards from flooding, sea level rise, erosion and wave
uprush; (i) to assume the risks to the applicant and the property that is the
subject of this permit of injury and damage from such hazards in connection with
this permitted development; (iii) to unconditionally waive any claim of damage or
liability against the Commission, its officers, agents, and employees.for injury or
damage from such hazards; and (iv) to indemnify and hold harmless the
Commission, its officers, agents, and employees with respect to the.
Commission’s approval of the project against any and all liabillty, claims,
‘demands, damages,.costs (including costs and fees incurred in defense of such
claims), expenses, and amounts paid in settlement arising from any lnjury or
damage due to such hazards. .

Future Development '

A. This permit is. only for the development described in Coastal Development
Permit No. 5-11-243. Pursuant to Title 14 California Code of Regulations section
13250(b)(6), - the exemptions otherwise provided .in Public Resources Code
section 30610(b) shall not apply to the development governed by the coastal
development permit No. 5-11-243. Accordmgly, any future improvements to the
structure authorized by this permit shall reqwre an amendment to Permit No. 5-
11-243 from the Commission or shall require an additional coastal development
permit from the Comm:ssmn or from the applicable certified local government.

No Future Shorelme Protective Device

A. By acceptance of this permlt the applicant agrees, on behalf of himself and all
other successors and assigns, that no shoreline protective device(s) shall ever
be constructed to protect the development approved pursuant to Coastal
Development Permit No. 5-11-243 including, but not limited to, the residence,
garage, foundations, and patio, and any future improvements, in the event that
the development is threateéned with damage or destruction from waves, erosion,
sea level rise, storm conditions or other natural hazards in'the future. By

- acceptance of this permlt the applicant hereby waives, 'on behalf of himself and
all successors and assigns, any rights to construct such devices that may eX|st
‘under Public Resources Code Section 30235, -

B. By acc‘eptance of this permit, the applicant further agrees, on behalf of himself
-and all successors and .assigns, that the landowner(s) shall remove the

development authorized by this permit, including the residence, garage,
foundations, and patio if any government agency has ordered that the structure is

not to be occupied due to any of the hazards identified above. In the event that
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Page 4 of 4

portions of the development fall to the beach before they are removed, the
landowner(s) shall remove all recoverable debris associated with the
development from the beach and ocean and lawfull'y dispose of the material in an

- approved disposal site. Such removal shall require a coastal development
permit.

5. Deed Restriction .

PRIOR TO iSSUANGE OF THIS COASTAL DEVELOPMENT PERMIT (5-11-
243), the applicant shall submit to the Executive Director for review and approval
documentation demonstrating that the applicant has executed and recorded
against the parcel(s) governed by this permit a deed restriction, in a form and
content acceptable to the Executive Director: (1) indicating that, pursuant to this
permit, the California Coastal Commission has authorized development onh the

" subject property, subject to terms and conditions that restrict the use and
enjoyment of that property; and (2) imposing the Special Conditions of this
permit, as covenants, conditions and restrictions on the use and enjoyment of the
Property. The deed restriction shall include a legal description of the entire .
parcel or parcels governed by this permit. The deed restriction shall also indicate
that, in the event of an extinguishment or termination of the deed restriction for
any reason, the terms and conditions of this permit, shall continue to restrict the
use and enjoyment of the subject property so long as either this permit or the

- development it authorizes, or any part, modification, or amendment thereof,
remains in existence on or with respect to the subject property.

G:PERMIT2011, -JDA:nr
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STATE Of CALIFORNIA - NATURAL RESOURCES AGENCY EDMUND G BROWN, IR., GOVERNOR

CALIFORNIA COASTAL COMMISSION

SOUTH COAST DISTRICT OFFICE

200 QCEANGATE, JOTH FLOOR '
LONG BEACH, CALIFORNIA 908024416 N
FH (562) 500-5071 FAX {363} 350-5084

PERMIT EXEMPTION / NO PERMIT REQUIRED

November 19, 2015

Commission Reference Number: 5-15-0349-X

Applicant Name: Blake Holdings II, LLC

Project Location: 2909 The Strand, Hermosa Beach, Los Angeles County (APN: 4181036002)

Project Description: Remodel of existing 9,666 square foot two story over basement single family
residence on two lots, Removal of eaves and expansion of outdoor decks will result in reduction of
119 square feet of indoor floor area. Improved on-site drainage system and low water use non-
invasive landscaping. No increase in height; no change in parking; no change in intensity of use.

This is to certify that this location and/or proposed project has been reviewed by the staff of the
Coastal Commission. A Coastal Development Permit is NOT necessary for the reasons checked
below:

The proposed development is an improvement to an existing single family residence and is
located in the area between the sea and the first public road or within 300 feet of the inland
extent of any beach (whichever is greater), but is not (a) an increase of 10% or more of
internal floor area; (b) an increase in height over 10%; or (¢) a significant non-attached
structure (Coastal Act Section 30610(a) and Section 13250(b)(4) of the Administrative
Regulations).

Please be advised that only the project described above is exempt from the permit requirements of
the Coastal Act. Any change in the project may cause it to lose its exempt status. This certification
is based on information provided by the recipient of this letter. If, at a later date, this information is
found to be incorrect or incomplete, this letter will become invalid, and any development occurring
at that time must cease until a Coastal Development Permit is obtained.

Sincerely,

Charles Lester
Executive Director

Z ER ehp—
Zach Rehm

Coastal Program Analyst
cc: File
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Exhibit E



ADDRESS CDP NO. OWNER/APPLICANT YR BLT # OF UNITS BLDG SIZE / LOT SIZE APPROVED
3435 Hermosa 5-19-0955 David M Lesman Trust 2021 Duplex to SFR | 2849 /1779 Yes
(The Strand)
2 story w/basement
3423 Hermosa 5-00-448 Wendy Greenberg 2002 SFR to SFR 3900 /2737 Yes
(The Strand)
3 story w/semi-subterranean first
floor — w/Skelly wave runup study
3411 The Strand 5-19-1244 TSNH Investments, LLC 2021 Duplex to SFR | 3850/ 1948 Yes
+ JADU
2 story w/partial basement (1,068
sq. ft.)
3409 The Stand 5-04-485 Versailles 2212 LLC 2006 SFR to SFR 2298 /1662 Yes
2 story w/basement
3320 The Strand 5-01-488 Strand 3320 LLC 1990 Triplex to SFR 3670/ 2144 Yes
2 story w/basement and retaining
walls for support — w/Skelly wave
runup study
3301 Hermosa 5-02-201 McSorley 2005 SFR to 217 /4603 Yes
(The Strand) SFR
5,778 sq. ft. 2 story w/basement —
w/Skelly wave runup study
3231 The Strand File # not yet Jacobson Trust 1998 1 unit 2633 /2404 File # not yet
identified by CCC identified by CCC
3222 The Strand 5-13-077 Shannon Family Trust 2013 SFR to 4334 /2443 Yes
SFR

2 story w/basement

HOMES IN THE R-1 ZONE ON THE STRAND, HERMOSA BEACH APPROVED BY CALIFORNIA COASTAL COMMISSION




ADDRESS CDP NO. OWNER/APPLICANT YR BLT # OF UNITS BLDG SIZE / LOT SIZE APPROVED
9 | 3220 The Strand 5-01-488 Biche 2002 Triplex 3752 /2495 Yes
to SFR
2 story w/basement and retaining
walls for support (Skelly wave
runup study)
10 | 3129 The Strand | File # not yet Rothman Trust 1991 1 Unit 3884 /2683 File # not yet
identified by CCC identified by CCC
11 | 3124 The Strand | 5-11-183 Feld 2014 SFR to 5402/ 2724 Yes
SFR
6,162 sq. ft. 3 story w/basement,
includine semi-subeteeranean 1%
floor (Skelly wave runup study)
12 | 3116 The Strand | 5-00-451 Brad Scott 2006 1 Unit 3955/2776 Yes
13 | 3035 The Strand | 5-15-0970 Riboli Trust 2019 SFR to 5178 /2936 Yes
SFR
2 story w/basement and sub-
basement
14 | 3003 The Strand | 5-05-336 Shannon Quinn Trust 1997 Duplex 9H3 /6595 Yes
to SFR
(*Same as #32.) 6,000 sq. ft. per CDP *Requested b/c

existing bldg., size
does not match
CDP

HOMES IN THE R-1 ZONE ON THE STRAND, HERMOSA BEACH APPROVED BY CALIFORNIA COASTAL COMMISSION




ADDRESS CDP NO. OWNER/APPLICANT YR BLT # OF UNITS BLDG SIZE / LOT SIZE APPROVED
15| 3001 The Strand | 5-05-336 Squires 2007 Duplex 5931/3861 Yes
to SFR
(*Same as #31.)
16 | 2930 The Strand | 5-05-492 Fouce Trust 1997 1 Unit 4312 /4900 Yes
1,292 sq. ft. addition, 2 story
w/basement
17 | 2909 The Strand | 5-15-0349-X Blake Holdings 11, LLC 1997 1 Unit 9713/ 6595 Yes
2 story w/basement, remodel of
existing home
18 | 2838(2837) The 5-05-466 Carroll 2010 Duplex 3506 /3536 Yes
Strand to SFR
2 story w/basement
19 | 2826 The Strand 5-08-121 Boris, LLC 2010 SFR to 8212 /4635 Yes
SFR
2 story w/basement
20 | 2806 The Strand 5-06-191 HLTT Trust 2012 SFR to 8884 /5324 Yes
SFR
2 story w/basement
21 | 2728 The Strand | 5-13-0652 Kahl Trust 2015 SFR to 6767 / 5452 Yes
SFR
22 | 2666 The Strand 5-11-233 Lopez Trust 2012 Duplex 7393 /4380 Yes
to SFR

HOMES IN THE R-1 ZONE ON THE STRAND, HERMOSA BEACH APPROVED BY CALIFORNIA COASTAL COMMISSION




ADDRESS CDP NO. OWNER/APPLICANT YR BLT # OF UNITS BLDG SIZE / LOT SIZE APPROVED
23 | 2634 The Strand 5-07-123 Blue Ocean View, LLC 2007 6 Units 4341 /2777 Yes
to SFR
2 story w/basement
24 | 2621 Hermosa 5-15-0231-W 2624 The Strand Investors, 1962 1 Unit 3758 /2871 Yes
(The Strand) LLC
25| 2541 Hermosa File # not yet Saemann 1991 1 Unit 5831/8124 File # not yet
(The Strand) identified by identified by CCC
CcCcC
26 | 2530 The Strand | File # not yet Kaplan Trust 1999 1 Unit 2707 / 5429 File # not yet
identified by identified by CCC
CcCcC
27 | 2515 Hermosa File # not yet Kaplan Trust 1994 1 Unit 4384 /5004 File # not yet
(The Strand) identified by identified by CCC
CcCcC
28 | 2510 The Strand | File # not yet McDowell Trust 1980 1 Unit 4739 /3404 File # not yet
identified by identified by CCC
CcCcC
29 | 2428 The Strand 5-18-0234 Marriott Family Trust 2018 SFR to 5216/ Yes
SFR
2 story w/basement
30 | 2426 The Strand | 5-16-0341 Buxton Family Trust 1925 2 Unit 2669 /3662 Yes

Add 493 sq. ft. of area to basement

(excavate and underpin)

HOMES IN THE R-1 ZONE ON THE STRAND, HERMOSA BEACH APPROVED BY CALIFORNIA COASTAL COMMISSION




ADDRESS CDP NO. OWNER/APPLICANT YR BLT # OF UNITS BLDG SIZE / LOT SIZE APPROVED
31 | 2408 The Strand | 5-11-243 South Bay III, LLC 2013 Duplex 10517 /7623 Yes
to SFR
32| 2340 The Strand | 5-03-487 Chen 2007 1 Unit 3615/4223 Yes
33 | 2334 The Strand | 5-00-086114 Heuer Family Trust 2002 1 Unit 3877 /2400 Yes
w/Skelly wave runup study
34 | 2330 The Strand | 5-03-203 Norling Trust 2004 SFR to 3914 /2388 Yes
SFR
2 story w/basement
35| 2326 The Strand | 5-03-204 Graham 2004 SFR to 3900 /2383 Yes
SFR
2 story w/basement
36 | 2314 The Strand | 5-03-334 Devine 2003 SFR to 5242 /3573 Yes
SFR

2 story w/basement

HOMES IN THE R-1 ZONE ON THE STRAND, HERMOSA BEACH APPROVED BY CALIFORNIA COASTAL COMMISSION
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August 5, 2020

Mr. & Mrs. Lopez

c/o Srour & Associates LLC
1001 6™ Street Suite 110
Manhattan Beach, CA 90266

SUBJECT: Coastal Hazard & Wave Runup Study, 2654-66 The Strand, Hermosa Beach.
Dear Mr. & Mrs. Lopez:

At your request, GeoSoils, Inc. (GSI) is pleased to provide the following Coastal Hazard
and Wave Runup Study for the proposed remodel and addition to the residence(s) at 2654-
66 The Strand in Hermosa Beach. This analysis is based upon site elevations, existing
published reports concerning the local coastal processes, our site inspection, and
knowledge of local coastal conditions. This report constitutes an investigation of the wave
and water level conditions expected at the site in consequence of extreme storm and wave
action in the next 75 years. It is intended to provide the City of Hermosa Beach and the
California Coastal Commission (CCC) the required coastal hazard information, including
use of the most recent California Coastal Commission (CCC) Sea-Level Rise Policy
Guidance document (November, 2018). Finally, this report also provides conclusions and
recommendations regarding the susceptibility of the property and proposed new
development to wave attack. The analysis uses design storm conditions typical of the
January 18-19, 1988 and the winter of 1982-83 type storm waves and beach conditions
(as required by the CCC), and includes future sea level rise consideration.

INTRODUCTION

The subject site, 2654-66 The Strand in Hermosa Beach, is a trapezoidal shaped parcel
(2 parcels) with approximately 100 feet of beach frontage. The proposed project is a
remodel and addition to the existing structures. The site is fronted by The Strand, a
coastal boardwalk, which is adjacent to a wide sandy beach (approximately 500 feet wide),
and the Pacific Ocean. Photograph 1 is an 2018 aerial photograph downloaded, with
permission, from the internet. The photo shows the very wide beach fronting the subject
site in March, 2018. This shoreline is located in the southern half of the Santa Monica
Littoral Cell, just to the south of the Manhattan Beach Pier. A littoral cell is a coastal
compartment that contains a complete cycle of littoral sedimentation including sources,
transport pathways, and sediment sinks. The Santa Monica Littoral Cell extends from
Point Dume to Palos Verdes Point, a distance of 40 miles. Most of the shoreline in this
littoral cell has been essentially stabilized by man. The local beaches were primarily made
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by man through nourishment as a result of major shoreline civil works projects (Hyperion
Treatment Plant, Marina Del Rey, King Harbor, etc.). The up-coast and down-coast
movement of sand along the shoreline is generally to the south. A major sink for the beach
sands is the Redondo Submarine Canyon, located at the entrance to King Harbor

Photograph 1. Subject site, The Strand, and wide beach in March 2018.

The USACOE Reconnaissance Report (USACOE, 1994) identified the subject site to be
in “Reach 18.” Reach 18 is described as being stable. Despite efforts to control the
movement of sand along the shoreline, the shoreline is subject to short-term erosion
events and possibly a small long-term erosion trend. This long-term erosion rate is
estimated to be less than 0.5 ft/yr. The wide sandy beach in front of The Strand and this
site is normally over 450 feet wide and provides more than adequate protection for the
property. Over the vast majority of time, wave runup does not reach The Strand nor the
site. However, the beach in this area is subject to seasonal erosion due to extreme storm
events, which can erode the beach back to near The Strand. This report constitutes an
investigation and analysis of wave runup and overtopping of the beach in front of the
property under extreme oceanographic conditions that can be anticipated over the next 75
years, including sea level rise.
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DATUM & INFORMATION

The datum used in this report is North American Vertical Datum 1988 (NAVD88), which is
about -2.59 feet Mean Sea Level (MSL), and is +0.18 feet Mean Lower Low Water
(MLLW). In the open ocean waters of the Santa Monica Bay, Mean High Water (MHW)
is 4.48 feet above NAVD88. The units of measurement in this report are feet (ft), pounds
force (Ibs), and seconds (sec). The offshore slope was taken from Google Earth
bathymetry data. Site elevations relative to an arbitrary datum and development plans
were provide by Tomaro Architecture, the project designer/architect. The elevation of The
Strand fronting the site is about +16 feet NAVD88. The projectis in FEMA Unshaded Zone
X (outside the 1% annual chance of sheet flow flooding). The National Oceanographic and
Atmospheric (NOAA) National Ocean Survey tidal data station closest to the site is the
Santa Monica Station (NOAA, 2013). The approximate elevations are as follows:

Highest Water November 30, 1982 8.3 feet
Mean Higher High Water 5.23 feet
Mean High Water 4.48 feet
Mean Sea Level (MSL) 2.59 feet
Mean Low Water 0.74 feet
NAVD88 0.0 feet
Mean Lower Low Water -0.18 feet

WAVE RUNUP AND OVERTOPPING

As waves encounter the beach in front of the site, water rushes up, and sometimes over,
the beach berm. Often, wave runup and overtopping strongly influence the design and the
cost of coastal projects. Wave runup is defined as the vertical height above the still water
level to which a wave will rise on a structure (beach slope) of infinite height. Overtopping
is the flow rate of water over the top of a finite height structure (the steep beach berm) as
a result of wave runup. Wave runup and overtopping is calculated using the US Army
Corps of Engineers Automated Coastal Engineering System (ACES). ACES is an
interactive computer based design and analysis system in the field of coastal engineering.
The methods to calculate runup and overtopping implemented within this ACES application
are discussed in greater detail in Chapter 7 of the Shore Protection Manual (1984) and the
Coastal Engineering Manual (2004). The overtopping estimates calculated herein are
corrected for the effect of onshore winds, which tend to slightly increase overtopping rates.
Figure 1 is a diagram showing the analysis terms.
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Figure 1. Wave runup terms from ACES manual.

d, is the depth of the water at the toe of the beach slope

H, is the breaking wave height at the at the toe not to be confused with the deep
water wave height H,

R is the height of the wave runup above the still water elevation

h is the height of the beach above the toe (elevation to the ~ berm elevation)

Q] is the slope of the beach

(0} is the nearshore slope or slope from the shoreline to beyond the breakers

2]

The wave, wind, and water level data used as input to the ACES runup and overtopping
application was taken from the historical data reported in two USACOE reports on coastal
southern California (1986 and 1994). This data has been updated through 2018. The
shoreline fronting this property has experienced many storms over the years. These events
have impacted coastal property and beaches depending upon the severity of the storm, the
direction of wave approach, and the local shoreline orientation. The ACES analysis was
performed on an extreme wave condition when the beach is in a severely eroded condition.
The El Nifio waves during the 1982-83 winter eroded beaches throughout southern
California. However, the subject property and adjacent properties were not subject to wave
runup attack during that winter. The wave and water level conditions on January 18, 1988
have been described by Dr. Richard Seymour, of the Scripps Institution of Oceanography,
as a “400-year recurrence” event. While the property still was not subject to wave
overtopping attack during this event, the beach was eroded along this section of shoreline
and portions of the King Harbor breakwater/jetty were damaged. The wave runup
conditions considered for the analysis use the maximum unbroken wave at the shoreline
when the shoreline is in an eroded condition, similar to January 19, 1988.
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There have been a number of studies that provide a wide range of predictions as to the
amount of future sea level rise (SLR). The first CCC Sea-Level Rise Policy Guidance
document was approved in August 2015 and now updated in November 2018. The Ocean
Protection Council (OPC) adopted an update to the State’s Sea-Level Rise Guidance in
March 2018. These new estimates are based upon a 2014 report entitled “Probabilistic 21st
and 22nd century sea-level projections at a global network of tide-gauge sites” (Kopp el at,
2014). This OPC update included SLR estimates and probabilities for Santa Monica Bay
and are the estimates used in the CCC November 2018 SLR Guidance Update. These
SLR likelihood estimates are provided below in Figure 2 taken directly from the OPC report
(Table 25) (a.k.a. the “best available science”) for the closest tidal station in Santa Monica
Bay

TABLE 25:1 &

Medium- High Extrems
Risk Avarsion Risk Aversion

Figure 2. Sea level rise probabilistic projections for closet tidal station to the site in
Hermosa Beach.

If you average the low and high emissions for the year 2090, the average is 5.05, ((4.6 +
5.5) /2). If you average the high emissions for the years 2090 and 2100 the average is
6.15, ((5.5 + 6.8)/2). So for the year 2095 the 0.5% SLR high emissions is 6.15 feet. The
2018 CCC SLR guidance suggests that a relatively high probability SLR and a relatively low
probability SLR be used. Clearly the 85% likely and the 0.5% likely SLR estimates are in
conformance with the guidance. ltis also very important to point out that the SLR estimate
is coupled with the highest historical water elevation (1% water elevation), the largest wave
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for runup, and eroded beach conditions. The probability of the co-occurrence of a particular
SLR, the 1% water elevation, the largest runup wave, and eroded beach conditions is the
product of all of the probabilities of the individual events. In other words; the probability of
the oceanographic conditions considered in this wave runup analysis will be less than
0.001%. The proposed residential project has a “design life” of 75 years. Using the CCC
SLR estimate from the SLR Guidance document, the range in the year ~2095 (at the
end of the project’s 75-year design life) is between 1.25 feet and 6.15 feet. This is the
sea level rise range that the project could experience. The highest recorded water
elevation on record in the vicinity of the site is 8.3 feet NAVDS88. If 1.25 and 6.15 feet are
added to this 8.3 feet NAVD88 elevation, then future design maximum water levels of ~9.5
feet NAVD88 and ~14.5 feet NAVD88 are determined.

The ACES analysis was performed on oceanographic conditions that represent a typical 75-
to 100-year recurrence storm with a SLR range. The wave that has the greatest runup is
the wave that has not yet broken when it reaches the toe of the beach. The larger waves
break offshore of the beach and lose most of their energy before reaching the shoreline.
If the total water depth is 8 feet, based upon a maximum scour depth at the toe of the beach
slope of 1.5 feet NAVD88 and a water elevation of +9.5 feet NAVD88, then the design wave
height will be about 6.2 feet. If the total water depth is 12.8 feet, based upon a maximum
scour depth at the toe of the beach slope of 1.5 feet NAVD88 and a water elevation of
+14.5 feet NAVDB88, then the design wave height will be about 1.1 feet. The average height
of the beach berm is about +14 feet NAVD88. In the future with SLR, the beach berm will
rise in elevation. The slope of the beach is about 1/11 (V to H) and the near-shore slope
was measured to be 1/60. TABLE | and TABLE Il are the ACES output for these two SLR
design conditions.

TABLE |

ACES | Mode: Single Case Functional firea: Wave - Structure Interaction

fipplication: Wave Runup and Overtopping on Impermeable Structures

Item Unit UValue Smooth Slope
1 Runup and
Incident Wave Height Hi: | £t 6.200 Overtopping
Wave Period T: | sec 16.008
COTRN of Nearshore Slope COT(s#): 60.600
Water Depth at Structure Toe ds: | £t 8000 | 2654-66 Strand
COTAN of Structure Slope COT(8): 11.000 | Hermosa
Structure Height Above Toe  hs: | ft 12.500 | Beach
Overtopping
Have RBunup R: 1t 9.238
Oushore Wind Uelocity U: | ftrsec 16.878
Deepuater Have Height He: | ft 3.631
Relative Helght dsHo: z.204 125 FT SLR
Wave Steepness Hev (gT 2): ©.008348
Bvertopping Coefficient ®! 9.676000
Overtopping Coefficient (star@: 0.676000
Overtopping Rate g: | fthIrsft 2.601
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TABLE Il

ACES Mnde: Single Case Functional frea: Wave - Structure Interaction

fipplication: Wave Runup and Overtopping on Impermeable Structures

Item Unit Value Smooth Slope

Runup and
Incident Wave Height Hi: ft 19,160 Overtopping
Have Period T: sec 19.660
COTAN of Nearshore Slope COT(#): 66.000
Hater Depth at Structure Toe ds: ft 11.668 2654-66 Strand
COTAN of Structure Slope COT(9): 11.668 He'.'."osa
Structure Height Above Toe hs: ft 12.400

Beach

Wave Runup B ft 11,791 Overtopping
Mnshore Wind UVelocity U: ftrssec B8.438
Deepuwater Wave Height HO: ft 6.460
Relative Height ds/HO: 1.793 '6.15 FT SLR
Have Steepness HOv (T 2): ©,6800621
Dvertopping Coefficient « 0.
Dvertopping Coefficient (Qstar®: ©.676808
Dvertopping Rate Q:  fthisft 28,601

The calculated overtopping rates for the eroded beach conditions are 2.0 ft¥/s-ft for 1.25 feet
SLR, and 20.0 ft¥/s-ft for 6.15 feet SLR . For the calculated overtopping rate, the height of
water and the velocity of this water can be calculated using the following empirical formulas
provided by the USACOE (Protection Alternatives for Levees and Floodwalls in Southeast
Louisiana, May 2006, equations 3.1 and 3.6) based upon the calculated overtopping rate
Q for each SLR case.

2
g =05443.fg . n*’ ve= Z&h

Therefore, for SLR of 1.25 feet with an overtopping rate of 2.0 ft¥/s-ft, the water height h,=
0.75 feet and the velocity, v, = 4.0 ft/sec. For SLR of 6.5 feet with an overtopping rate of
20.0 ft¥/s-ft, the water height h,= 3.5 feet and the velocity, v, = 8.6 ft/sec. The USACOE
Coastal Engineering Manual (2002) states that overtopping waters are reduced about 1 foot
in elevation for every ~25 feet of horizontal travel across the beach. Currently, the site is
over 450 feet from the shoreline. The Strand is at about elevation +16 feet NAVDS88, with
a ~36-inch wall on the seaward side of The Strand. Therefore, overtopping waters will not
reach the seaward side of The Strand under the extreme design conditions. Photograph
2, taken on January 19, 1988, the day after the “400-year” wave event, shows the eroded
beach in front of the property. However, the beach did not erode back to The Strand and
no water reached the site. Photograph 3, taken March 14, 2018, shows what could be
described as the normal beach width (over 450 feet).
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Photograph 2. Subject site and shoreline one day after the “400-year” wave event.

Photograph 3. Subject site and adjacent shoreline in March 2018 with typical winter beach
conditions.

TSUNAMI

Tsunamis are waves generated by submarine earthquakes, landslides, or volcanic action.
Lander, et al. (1993) discusses the frequency and magnitude of recorded or observed
tsunami in the southern California area. James Houston (1980) predicts a tsunami of less
than 5 feet for a 500-year recurrence interval for this area. Legg, et al. (2002) examined
the potential tsunami wave runup in southern California. While this study is not specific to
The Strand site, it provides a first order analysis for the area. Figure 3 shows the tsunami
runup in the southern California bight. The maximum tsunami runup in the Hermosa Beach
area is less than 2 meters in height. The Legg, et al. (2002) report determined a maximum
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open ocean tsunami height of less than 2 meters. The wave runup analysis performed
herein is similar to the expected runup due to a tsunami about 2 meters in height. Because
of the wide beach and The Strand wall, it is unlikely that a 2-meter tsunami will significantly
impact the site
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Figurc 10. Map showing maximum runup normalized to the maximum seafloor/island uplifi for each
of the seven Catalina Fault tsunamigenic earthquake scenarios modeled in this study (fault parameters
in Tabte 4).

Figure 3. Taken from Legg, et al. (2002). Note the maximum wave runup in the
Hermosa Beach area is less than 2 meters.

It should be noted that the site is mapped at the landward of the limit of the California Office
of Emergency Services (CalOES) tsunami innundation map, Redondo Beach Quadrangle.
It should be noted that The Strand is not within the CalOES tsunami limits. The tsunami
inundation maps are very specific as to their use. Their use is for evacuation planning only.
The limitation on the use of the maps is clearly stated in the PURPOSE OF THIS MAP on
every quadrangle of California coastline. In addition, the following two paragraphs were
taken from the CalOES Local Planning Guidance on Tsunami Response concerning the use
of the tsunami inundation maps.

In order to avoid the conflict over tsunami origin, inundation projections are based on worst-
case scenarios. Since the inundation projections are intended for emergency and evacuation
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planning, flooding is based on the highest projection of inundation regardless of the tsunami
origin. As such, projections are not an assessment of the probability of reaching the projected
height (probabilistic hazard assessment) but only a planning tool.

Inundation projections and resulting planning maps are to be used for emergency planning
purposes only. They are not based on a specific earthquake and tsunami. Areas actually
inundated by a specific tsunami can vary from those predicted. The inundation maps are not
a prediction of the performance, in an earthquake or tsunami, of any structure within or
outside of the projected inundation area.

The City of Hermosa Beach and the County of Los Angeles have developed a tsunami alert
and evacuation plan. This plan recommends that coastal communities within the potential
areas of inundation upgrade their tsunami education programs. The City and County have
posted signs throughout the community showing tsunami evacuation routes, tsunami
evacuation center locations, and the limits of the tsunami hazard zones. The limit of the
tsunami inundation zone at the site is at the landward limit of the proposed development.

GROUNDWATER & SLR

In general, ocean tides impact groundwater elevations when the site is very near the ocean.
The further away the site is from the ocean, the driving of the groundwater by the tide is
typically attenuated. A scientific paper in the Journal of Hydrology: Regional Studies
(Hoover, et al., 2015) provides a study on the impact of sea level rise on groundwater for
three California coastal sites: Arcata, Stinson Beach, and Malibu Lagoon. The paper,
available online, concludes that “additional groundwater emergence/shoaling due to tidal
forcing seems unlikely to be a major factor.” The study at the Malibu Lagoon included data
on well (groundwater) tidal response that suggest only modest response. The report states
that significant damping of tidal response with distance from the shoreline, with about 15%
of the tidal signal visible in a well 60 meters (200 feet) from the shore and about 1% of the
tidal signal visible in a well 115 meters (380 feet) from the shore.

The report concludes that direct marine innundation will be the dominant mechanism of
inundation of low lying areas of the California Coast. This would be in areas where the level
of the ocean is above the ground surface elevation and there is a path for ocean waters to
travel into the area. The study also points out thatin many low lying coastal areas transient
events will produce more severe conditions than SLR impacts. Heavy rain can cause
short-lived increase in groundwater levels from direct infiltration and up gradient areas. The
project site is about 450 feet from the ocean. At this distance, the groundwater is not
significantly impacted by the tides. Based upon a nearby geotechnical report, the maximum
measured groundwater level in this area is at about 11 feet below grade, where grade is
about +16.0 feet NAVD88. Therefore, maximum groundwater at the site is about +5 feet
NAVDS8S.
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If there is up to 6.15 feet of SLR in 75 years, the future maximum groundwater elevation at
the site would be the typical groundwater elevation plus at most 1.5 feet or about elevation
+6.5 feet NAVD88. The lowest finished floor is at elevation ~+9.5 feet NAVD88 (basement,
rec room, and laundry) with foundation elements down to about elevation +7.5 feet
NAVD88. To mitigate future groundwater issues due to SLR, we recommend that all below
grade foundations be waterproofed. The lowest finished floor is at about ~+9.5 feet
NAVD88 and with 6 feet of SLR in 75 years from today, the natural transient groundwater
will not be above that elevation on the site.

FUTURE EROSION HAZARD

Analysis of historical aerial photographs contained in the California Coastal Records Project
web site and from the Aerial Fotobank, show a very wide beach over the last five decades.
There is no photographic evidence of long-term shoreline erosion in front of the site. As
stated in the CCC Sea-Level Rise Policy Guidance document (Appendix B, page 237),
“predictions of future beach, bluff, and dune erosion are complicated by the uncertainty
associated with future waves, storms and sediment supply. As a result, there is no
accepted method for predicting future beach erosion.” If we assume a very high, long-term,
erosion rate (not a seasonal rate) of 1.0 ft/yr, the shoreline may narrow about 75 feet over
the 75-year life of the development. This is still over 425 feet (presently about 500 feet)
from the project and sufficient beach width to prevent wave attack from reaching the site.
The beach can migrate about 200 feet landward/inland in the future and still NOT result in
inundation of the site. Because of the beach width, the site is reasonably safe from erosion
hazards over the project’s 75-year life.

HAZARD ANALYSIS VERIFICATION

The USGS has also developed a model called the Coastal Storm Modeling System
(CoSMoS) for assessment of the vulnerability of coastal areas to SLR and the 100-year
storm, http://walrus.wr.usgs.gov/coastal processes/cosmos/. The CCC has used the
CoSMoS modeling to determine potential hazards for project staff reports. The modeling
assumes that the shoreline can move (no shore protection device). Using the most current
refined modeling program, the vulnerability of the site to different SLR scenarios and the
100-year storm can be assessed. The model output includes wave runup flooding, and
shoreline erosion. The output of the CoSMoS provides a site specific validation of the
conclusions in this report. Figure 4 is the CoSMoS output for the 200 cm SLR and the 100-
year storm event and shoreline erosion. The figure shows that under 200 cm (6.6 feet) of
SLR the area, the existing and proposed development, are NOT in a “flood prone area.”
The existing and proposed development is landward of and above the 100-year storm wave
runup including 6.6 feet of SLR and shoreline erosion.
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Figure 4. Output graphic from USGS CoSMoS analysis for 6.6 feet SLR.

In summary, the proposed development is reasonably safe from coastal hazards including
shoreline erosion, wave runup, and flooding without shore protection. This statement is
verified by not only the GSI analysis, but also by the USGS CoSMoS analysis.

CALIFORNIA COASTAL COMMISSION SLR POLICY GUIDANCE INFORMATION

Step 1. Establish the projected sea level rise range for the proposed project’s
planning horizon using the best available science.

Using the CCC SLR estimate over the 75-year design life of the proposed project, the sea
level rise range for the year ~2095 is estimated to be between 1.25 feet and 6.15 feet. This
is the sea level rise range for the proposed project

Step 2. Determine how physical impacts from sea level rise may constrain the project
site, including erosion, structural and geologic stability, flooding, and inundation.

This report provides data demonstrating that the project site is reasonably safe to SLR
related coastal hazards.

Step 3. Determine how the project may impact coastal resources, considering the

influence of future sea level rise upon the landscape as well as potential impacts of
sea level rise adaptation strategies that may be used over the lifetime of the project.
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If the sea level rises as predicted, the beach may get narrower; however, the beach is
sufficiently wide that even if a very high, long-term erosion rate were applied over the next
75 years, the beach width will not likely be less than 200 feet.

Step 4. Identify alternatives to avoid resource impacts and minimize risks throughout
the expected life of the development.

Any impact of SLR on the narrowing beach cannot be mitigated at this site alone. With this
in mind, it seems reasonable that the applicant agree to participate in whatever County wide
plan is developed and approved to mitigate future SLR impacts.

Step 5. Finalize project design and submit CDP application.

The applicant will be responsible for completing this step.

CONCLUSIONS AND RECOMMENDATIONS

Prediction of runup and overtopping, coupled with sea level rise predictions, on a beach
during extreme storm events requires a complex calculation and analysis. The flow rates
presented here represent what is defined as flow, which is sustained by continuous volume
flow, even though it will actually occur with the cycle of the waves. The calculations made
herein use standard of practice methods, yet they are based on several simplifying
assumptions (see Coastal Engineering Manual). There are several facts that indicate that
wave runup and overtopping should not adversely impact the property over the life of the
structure.

. There is a very wide (>450 feet) sandy beach in front of the property 99.9% of the
time, and for the 0.1% of the time where the beach might be narrowed due to
seasonal or extreme event conditions, the width of the beach will remain sufficiently
wide to avoid wave runup from affecting the project site.

. A review of aerial photographs over the last five decades shows little overall
shoreline retreat in general and a wide sand beach even at times when the beach
is seasonally at its narrowest.

. The long-term shoreline erosion rate is small, if any long-term erosion occurs at all.
If a conservative retreat rate of 1 ft/yr is used, it would account for about 75 feet of
retreat over the life of the structure. This conservative retreat rate will not reduce the
beach to less than 425 feet in nominal width (200 feet width of beach is recognized
by coastal engineers as a sufficiently wide enough beach to provide back-shore
protection).
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. The property has not been subject to wave runup attack in the past and will likely not
be subject to wave runup in the future.

In conclusion, wave runup and overtopping will not significantly impact this site over the life
of the proposed improvements. The proposed development will neither create nor
contribute significantly to erosion, geologic instability, or destruction of the site, or adjacent
area. There are no recommendations necessary for wave runup protection. The proposed
project minimizes risks from ocean flooding.

Respectfully Submitted, o
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GeoSoils Inc. NI e~

David W. Skelly, MS, e

RCE #47857
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April 29, 2021

Mr. & Mrs. Lopez

c/o Srour & Associates LLC
1001 6" Street Suite 110
Manhattan Beach, CA 90266

SUBJECT: Response to California Coastal Commission (CCC) Staff Report for CDP 5-20-
0485 Concerning Coastal Hazards and Sea Level Rise (SLR), 2654-66 The Strand,
Hermosa Beach.

Dear Mr. & Mrs. Lopez:

At your request, GeoSoils Inc. (GSI) is pleased to provide response to comments in
Section D of the subject CCC staff report for the subject development. The CCC staff
report suggests the use of 6.8 feet of SLR for the project, which is the 0.5% probable SLR
in the year 2100. The proposed project has a “design life” of 75 years, which at the time
of the hazard analysis was the year 2095. The low probability (0.5%) SLR high emissions
for the year 2090 is 5.5 feet and for the year 2100 is 6.8. Using linear interpolation, the
0.5%, high emissions, SLR for the year 2095 is 6.15 feet. This is the maximum SLR value
used in the GSI hazard analysis. The GSl analysis is in conformance with the CCC SLR
Guidance (CCCSLRG). The CCC staff report is incorrect in implying that the design SLR
should be 6.8 feet.

The GSl hazard report used the conservative USGS CoSMoS program to verify the actual
site specific hazard analysis. The GSI analysis showed that the site was safe from
shoreline erosion, wave runup, and flooding over the design life of the development and
that the proposed development would not need shore protection over its life. The CCC
staff report even states that the CoSMos hazard modeling with 6.6 feet of SLR “the project
site is not anticipated to be subject to coastal erosion or wave uprush.” It is clear that the
proposed project is reasonably safe from coastal hazards over the design life based upon
the independent GSI hazard analysis and the USGS CoSMoS analysis.

The staff report provides an extensive discussion about SLR throughout the rest of this
century. The amount of SLR in the future is predicted by various models, which over time,
diverge to SLR estimates from 6 inches to 8 feet in the year 2100. The CCC SLR
Guidance (CCCSLRG) is based upon the California Ocean Protection Council (COPC)
update to the State’s Sea-Level Rise Guidance in March 2018. These new COPC
estimates are based upon a 2014 report entitled “Probabilistic 21st and 22nd century
sea-level projections at a global network of tide-gauge sites” by Kopp, et al., 2014. The
Kopp et al. paper used 2009 to 2012 SLR modeling by climate scientists for the probability
analysis, which means the “best available science” used by the CCC is almost 10 years
old. The SLR models used as the basis for the COPC and CCCSLRG have been in place
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for a decade. The accuracy of any model can be determined by comparing the measured
SLR (real data) to the model predicted SLR (model prediction). If the model cannot
predict, with any accuracy, what will happen in over the approximate last 11 years, it is very
unlikely that the model will increase in accuracy when predicting SLR over the next 100
years. Simply put, if the model is not accurate now, it will be even less accurate in the
future.

The National Oceanic and Atmospheric Administration (NOAA) has been measuring SLR
globally and in Santa Monica Bay. Figure 1 is the NOAA global SLR which shows a current
SLR rate of 3 mm/yr. The rate can be used to calculate a sea level rise of 33.75 mm
(0.111 ft) over the last 11.25 years (2010 to March 2021). Figure 2 is the NOAA Santa
Monica SLR rate of 1.54 mm/yr. The rate can be used to calculate a sea level rise of
17.325 mm (0.057 ft) over the last 11.25 years (2010 to March 2021). What is clear is that
SLR in Santa Monica is currently about 2 of the global SLR. What is also interesting is
that the NOAA website shows that SLR is not occurring in several locations and the ocean
is actually getting lower in elevation in these areas. Clearly “one size fits all”’ is not the
best available science.
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Figure 1. NOAA global SLR through March 2021 from NOAA Website.
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Figure 2. NOAA Santa Monica SLR.

The COPC provided plots of the various SLR model projections over time starting in the
year 2010. Figure 3 is the model projections taken directly from the COPC. To see which
model is more accurately predicting SLR, the global data and the data for Santa Monica
can be plotted onto the curves. Figure 4, next page, is an enlargement of a portion of
Figure 3 to show the results. As stated before, the SLR in Santa Monica is % of the global
SLR over the same time period. The CCC Guidance SLR is almost 4 times the measured
SLRin Santa Monica. More importantly the current global SLR trend matches the USACE
“‘Intermediate” SLR, which predict about 1.5 feet of SLR by the year 2100. The SLR for
Santa Monica matches the USACE “Low” SLR, which predicts about 0.5 feet of SLR in the
year 2100, an order of magnitude lower than the CCCSLRG.
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Figure 3. COPC SLR modeling graphic.
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Figure 4. NOAA data points projected onto the COPC modeling curves.

The CCCSLRG document recommends that a project designer determine the range of
SLR using the “best available science.” First, GSI respectfully points out that the
CCCSLRG is “advisory and not a regulatory document or legal standard for review” (see
page 5 of the Guidance). The CCCSLRG clearly states that it is “not a checklist.” The
information provided above is more current than the CCC SLR Guidance. The checking
of the models is the “best available science” for SLR prediction and is required to be used.
Currently, the SLR model that the CCC is “requiring” to be used for development is
incorrect by almost a factor of 4 as to the amount of the SLR in Santa Monica, and has
been demonstrated to reasonably result in an error of magnitude in the year 2100.

Itis GSI's professional opinion that the proposed development is safe from coastal hazards
over the next 75 years or more. The proposed development will neither create nor
contribute significantly to erosion, geologic instability, or destruction of the site, or adjacent
area. The project will have no impact on public resources such as the beach or public
boardwalk. There are no recommendations necessary for wave runup protection. The
proposed project minimizes risks from ocean flooding.

Respectfully Submitted,

L ity

GeoSoils Inc.
David W. Skelly, MS,
RCE #47857
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7166673538
File No. 3702427

SPEEDY TITLE & APPRAISAL REVIEW SERVICES, LLC
Comerica Bank

c/fo PHH Morlgage, 1 Morigage Way -

Mount Laurel, NJ 08054

File Number: 3702427

In accordance with your request, | have appraised the real property at:

2654 The Strand
Hermosa Beach, CA 90254

The purpose of this appraisal is to develop an apinion of the market value of the subject property, as improved,

In my opinion, the market value of the property as of august 18, 2017 is:

$9,200,000
Nine Million Two Hundred Thousand Doliars

The attached repori contains the dascription, analysis and supportive data for the conclusions,
final opinion of value, descriptive photographs, limiting conditions and appropriate certifications.

Afolnyw«& (et

Jacqueline Peltier
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Uniform Residential Appraisal Report Fie No. 3702437
provids the lendsr/client with an accurate, and adequately supportad, opinion of the market valus of the subject praperly.
2. Address 2654 The Strand ci Hermosa Beach State CA Code 90254
orawer AOL Investments LLC Cwner of Public Record Rore ; John H Cou Los An eles
Beseri * o Hermosa Beach Lot 10
ssessor’s Parcel # 4181-037-009 Tax Year 2017 RE Taxes§ 4,206
" Name Sand Section Referance 732-F7 Census Tract 6210.04
Quner Tenanl Vacant " ‘alAssessmenis § 0.00 PUD HOA$0.00 r rmonth
R Is  aised FeaSi - @ Leasahold Other describg
" nment T Purchase Transaslion Refinance Transaclion Other describe
rClient Gomerica Bank Address ¢/0 PHHMort a ¢ 1 Mort a e Wa  Mount Laurel, NJ 08054
the subecl currenll offered for sale of has it been offered for sale in the twelve months rior lo Ihe effective date of this  raisal? Yes Ne

teport dala sourca(s) used, offering price(s), and date(s).  DOM Unk;TheMLS #0000. Listed on 00/00/0000 for $9,200,000. Il is currentl in escrow for
$9,200 000.

| did did ot analyze the contract tor sale for the subject purchiase transaction. Explain the resulls al the analysis of the contract for sale or why the analysis was not performed.
Arms len th sale;Purchase contract reviewed. Purchase rice verified at $9 200 000.

contract Price $ 9,200,000 Date of Contract 06/13/2017 Is the sellertheownerof " licrecord? X Yes  No- DataSotrces Real uesi/Titis
Is there any linancial assistance (Ioan charges, sale jons, gift or downpay asslistancs, elc.) lo be paid by any parly on behall of the borrower? Yes No
If Yes, report the fotal dollar amount and describe the items ta be paid. . $0;;Ne financial assistance rovided.

ote: Race and the racfal com osllion af the nei  borhood are not a isal factars.

Nsighborhood Charcteriatica . Ome-Uph Housing Trends Qre-Unit Housing PrassntLend Use %
| gcation Urban Suburban Aural Pr Values Increasi Stable Daclin® PRICE AGE  One-Unit 70%
Over 75% 25-75% Under 25%  Demand/Su | She @ InBalanca  Over Sy’ $ 000 rs 2-4 Unit 20 «
“owth id Stable Slow Marketin Time Under3mths 36 mihs Oversmths 1,350 Low 0 Multi-Famil 10%
Nelghborhaod Boundades Manhattan Beach and Hermosa Beach beachfront ro erties north, south 14150 H h 105 Commercial %
, east, and west. 2700 Pred. 55 %

Neighborhood Descripton ~ Subject Is situated in a residential communtiv consisting of conforminc homes that vary in ace, size desion & st les
..Schools and local su~ortin. ¢enters are within close -roximi . The su iect o i is located in beach communi v where homes

views.
Market Conditians (including support for the above conclusions)
5 30.05 x 87.07 x 30 x 85.48 sh g Rectan ular view B-Whr;

edific Zoni . Classilication HBR1YY Zoni - Descri fon Sin le Famil

nn C  liance al Le al Nenconformi  Grandfathered Use No Zonin Il al describe
Is the highest and best usa of the subject praperly as improved (or as proposed per plans and specifications} the present use? Yes No I No, describe.

. Publlc  Other fdescribe Public  Other descrbe Public  Private
Elactricl ) Water stest Concrete X
Sanita  Sewsr Al. Concrete:
MA S ecial Flood Hazard Area Yes X No FEMAFleodZone X FEMAM # 06037C1907F FEMAM Date 09/26/2008
the utifities and of-site im rovemenls  ical for the market area? Yes No  IfNo. describe.

Are there any adverse site condilions ar external factors (easemants, encroachments, environmental conditions, land uses, elc.)? Yes No  IfYes, describe. The sub’ectis

located on a beachfront lot with unobstructed ocean views. Thisisa  sitive location.and there is no adverse effect on value.

GENERAL DESCRIPTION E FOUNDATION . EXTERIORDESCRIPTION  materiale/oondion  INTERIOR malenalsicandition
ite . QOne One with Acce  Unit Goncrete Slab CramS e Foundation Walls Concrete/Av Floors Hdwd/A
of Storles 2 " Full Bagement Partial Basement  Exterior Walls Stucco/Av Walls Plaster/Av
Det. At S-Det/End Unit Basement Area 0 sa.it. Roof Surface Tile/Av TrimiFinish ~ Various/Av
Existi CProsed Under Const.  Basement Finish 0<% Gutiers & Downspouts Front/Rear BathFloor  TilefAv
nSle S anish " Quside Ent /Exit Su Pum  WindowT e Standard/Av Bath Wainscot  Tile/Av
gar Built 1932 Evidence of Infestation Storm Sashvinsulated No CarSt e Nare
stk v DB ryovass ) Sefffemant | Sereens. Yes Drvewa: #ofCars 0
Nene FWA HW Radiant | Amanitiss WoodStovers' #0 Drivewar Surface Congrete
Di 1 Stair Fohatars Wali | Fuel Gas L Firslaceisi# 2 Fance Wood #afCas 2
Fig IScuttie Codiic . Central Air Condiionina ' 3 Patio/Deck Tile Porch Tile #olCas O
I iHeated Individual « stherNone | Pool None Other Nons n
ar R or & bscosal  E Microwave &)

ned area above fade contains: 8 Rooms 4 Bedrpoms: 4.1 gathis 3,133 izvare Feet of Gross v Area AbGYa Gade'
Additional features {special energy efficient items, etc,), Refer to addendum

Describe the condition of the property (including needed repairs, deterioration, renovatians, remadeling, ets.). C4iNou atesinthe jor15 ears'Sub cta earsto
bein enerall sound state. No h ical or functional inade  uacies were noted. Good floor lan and utilit . No ma'or re airs were
icated. The sub'ectis atwo lovel S nish s le homeé that has been maintained and has man  architectural details, but no ma‘or
celin .

Are there any physical deficiencies ar adverse conditions that affect the livability, soundness, or structural integrity of the property? o Yes ~ No  WYes descrbe. There was
wall heat, smoke detectors CO detector, and water heater. The water heater doesnota  ar to be double stra  ed.

Doss the proparty generally conform to he neighbarhood {functional utidty, style, condition, use, construgticn, eft.)? Yes No  {fNo, describe.

S . e o
“TPagetde 1004_0SUAD 12182085
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"hereare 17 cam arable ‘s currenil offered for sale in the sub” ctnei hborhcodra in in rceom$ 2,199,000
hersare 62 com -rablesalesinthe su *  nei hbarhood within the past twalve months ran | in sale brice rom § 1.350 000
FEATURE SUBJECT COMPARABLE SALE NO. 1 COMPARABLE SALE NO. 2
2654 The Strand 2400 The Strand 802 The Sirand
Address Hermosa Beach CA 90254 Manhattan Beach, CA 90266  Hermosa Beach, CA 90254
mi o Subect 1.49 miles NW 0.99 miles SE
Price $ 9,200,000 . $ 11900,000 $ 8900 000
PrcelGross Liv.Aea § 293648 .t § 333425 .1 $ 25141 . )
Source s TheMLS #16-180944:D0OM 197 TheMLS #5817114769;:D0M 0
‘erification Source s Real uest/Title/Doc#Not Yet Rec Real uest/Title/Doc#Not Yat
E ADJUSTMENTS DESCRIPTION CESGRIPTION HI$AT iment DESCRIPTION +1$Ad stmem
Sale or Financing ArmLth ArmLth
~ ons Conv;0 Canv0
of Sale/Time s08/17-c06/17 805/17:.605/17
acation B:WirFr B:WirFr; B-WirFr;
easehokl/Fee Sim e Fee Sim le Fee Sim le Fee Sim le
2588 sf 3492 sf -1,130,000 2436 sf 120,000
view B:Wir; B:Wir; B;wir;
CEN DT2:8 anish DT2:Traditional 0 DT2:Traditional [
of Consiruction Q3 Q3 Q3
clual e 85 81 0 64 0
iondition Cca4 C4 Cc3 -500 000
Above Grade Tol Boms  Bahs Total Biws  Baths Toial Bdms  Baths -10 000
Room Caunt 8 4 4.1 8 4 4.0 10,000 9 5 5.1 -20,000
Grosslivi Area 725 3133 . 3,569 -316,000 3.540 i -295,000
Basement & Finished Osf Osf Osf
Aooms Below Grade
“unctional Ut SFR Du I 0 SFR
Jeating/Cooli . I/Nona one Fau/Central -20,000
« Efficlenl llems dation Insulation Insulation
ran i
prch 2t ack o i /Deck 0 aio/Deck 0
t ne U. 400sf -270.000 Mone
« Locate dermosaBchN  ManhattanBch C  -1,000 000 Hermosa Bch S 1,000,000
tetAd tment otal § 2 706,000 + -8 345 000
Adjusted Sale Price NetAd. -22.7% NetAd,  3.9%
of Com arables Gross . 22.9% 9194 000 Gross 22.9% § 9245 000
[ did did not research the sale or transfer history of the subject proparty and camparable sales. If not, explain

7166673538

Fils No, 3702427
g 12,900,000

o¢ 14 150,000

COMPARABLE SALE NQ. 3

716 The Strand

Manhaitan Beach, CA 90266

0.67 miles NW

$ .

5 56432 .t

9,300 000

TheMLS #5B16725539;:D0M 28
Real uest/Title/Doc#55920

DESCRIPTION
ArmLth
Conv;0
501/17.c11/16
B-WirFr-

Fee Sim le
3483 sf
B:Wir;
DT2.Cotta e
Q3
108
c4

Tolal Boms
6 3

Baffis

2.1
1648 .1t
Osf

SFR
Wall/None
Inst:lation
v
Patio
e
S

-3
0.1%
24.29, §

Net Adj,
Gross

1% usimont

-1,119,000
Y]

0

10,000

40,000
1,077,000

0
8000

9-308 000

research . did did not reveal rior sales or transfers of lhe sub'sct o forthethree ears riar lo the effective date of thisa  raisal,
sources Real uest/Title

research cid didnotreveal  prior sales or trnsiers of the comparable sales for the ear rior tothe date of sale of theco  rable sale.
souces Real uest/Title

dthe rasulls of the research and anal sisofthe  ‘or sale or transfer histo  of the sub'ect ¢ andco arable sales re rtaddiional riorsalesonpa e 3

ITEM SUBJECT COMPARABLE SALE NO. 1 COMPARABLE SALE NO. 2 COMPARABLE SALE NO. 3
of Prior Sala/Transfer 08/04/1975 07/01/1980 11/01/2007
ice of Prior Sale/Transfer $180 000 $579 500 $8 500 000
Source s Real uest Real uest Rea uest Rea uest
fective Dale of Dala Sources ~ 08/18/2017 08/18/2017 08/18/2017 08/18/2017

Analysis of priar sala or transfer history of the subject praparty and comparable sales The sub'ect ro e has not iransferred in the ast 36 months. The

sales com arables have not transferred ownershi within the ast 12 months.

Summary of Sales Comparison pproach.  See addendum

ndicaled Valie  SalesCom ‘rison  aoh$ 9 200,000

Vatue . SalesCom risena b 9 200,000 CostA  ch fdeve s 0 Incame itdeve 8. 0
The direct sales a ' roach to value is the most reliable indicator ot value since it best simulates the actions of bu ers and sellers in the
narket lace. The cost @ *roach to value fusther su  rt the final value estimate. Refer to addendum,

ts have been lsled,

This appraisalismade X "asis®  subject to completion per plans and specifications on the basis of a hypothstical condition that the imp
(D subject to the faliowing required

subject to the fallowing repairs or alterations on the basis of a hypothelical condition that the repairs or alterations have been completed, or
inspeclion based on the extraardinary assumption that the condition or deficiency does not require alteration or repair

Bassd on a compiata visual Inspection of the Interlor and exterlor areas of the subject properly, defined scope of work, statement of assumpHiona and limiting

condltions, and appralsera cortification, my (our) opinlon of the markei value, as defined, of Iha real property fhat Is the subjsct of this report 1s § 9,200,000
wo 08/18/2017 . which Is the date of [ andthae tved a  lsab
asen - aftvare, om .
Page 2018 1004_JSUAD 12132015

Brentwood Property Appraisal Inc.
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Attached Addendum

FilsNo. 3702427

COST APPROAGH TO VALUE (nol required by Fannle Mas)

ad

information for the lendericliont to  cate tha below cost 1T - ras and caleutations.

Support for the opinion of site value (summary of comparable land sales or ather methods for estimating site value}

STIMATED REPRODUCTION OR REPLACEMENT COST NEW OPINION OF SITEVALUE ..o iviviiiiniiiiiiicniverieieee = 8
of cost data Dwellin 3133s.@$ veerenieren @
rali  fram cos! service Effective dale of cost data S.R@S% FPRVONES |
enlson CostA roach rosslvi  area caloulations. de reciation, elc.

G eoCa n 520 R@s rveeiine. @
Total Estimate of Cost-New
Less Ph ical  Functional  External
Ds reciation =3
Depregiated COStOf M VOMENS . 1vavvericiceivinenceaninreerin = §
"As-is" Value of Site liivrovements ........... et =
25 Years - INDICATED VALUE BY COST APPROACH ..oov.uvrecoinnee. . o=3
INCOME APPROACH TO VALUE (11t requited by Fannlo Mae)
251 mated Mon:-+: Market Reat $ ¥ Gross Rént Mufti- et ' =8 Indicated Value ™ Incoma.  fosch
Summary ol Income Approach (including suppan for masket rent and GRM)
PROJECT INFORMATION FOR.PUDs (it appicable)
the deve! - wbuildar in control of the Homeowners' Associaion A 2 Yes .Ne Unt s Detached Aftached
da the fol information for PUDs ONLY it the deve  /builder s in control of (he HOA and the su ‘ect is an‘attached dwel unit.
' lnameof
stal number of Total rumier of units Total nismber of units sold
pumber of units renlad Total aumber of units for sale Dalasourée s’
the ro' tereated  Ihecorwersioncl an existi  build™ s intod PUD? Yes  No IfYes daleof comversion.
the conain - mulid © units? Yes No Dam s
Ara the units, J and recr: facilities compli 2 Yas No I No, deseribe the status of completion.

‘Are the common elemants leased to or by the Homeawners' Associalion?

Describe common elements and recreational facilities.

om

Yes

ng

Ho

If Yes, dascribe the rental terms and options,

Pagh3olg

7166673538
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Uniform Residential Appraisal Report Fll No. ;;322;3533

This report form is d_esigned to report an appraisal of a one-unit property or a one-unit property with an accessory unit; including a
_unlt in a planned unit development (PUD). This report form is not designed to report an appraisal of a manufactured home or a unit
in a condominium or cooperative project.

This appraisal report is subject to the following scope of work, intended use, intended user, definition of market value, statement of
assumptions and limiting conditions, and certifications. Modifications, additions, or deletions to the intended use, intended user,
definition of market value, or assumptions and limiting conditions are not permitted. The appraiser may expand the scope of work
ta include any additional research or analysis necessary based on the complexity of this appraisal assignment. Modifications or
deletions to the certifications are also not permitted. However, additional certifications that do not constitute material alterations

to this appraisal report, such as those required by law or thoss related to the appraiser's continuing education or membership in an
appraisal organization, are permitied.

SCOPE OF WORK: The scope of work for this appraisal is defined by the complexity of this appraisal assignment and the
reporting requirements of this appraisal report form, including the foliowing definition of market value, statement of assumptions
and limiting conditions, and certifications. The appraiser must, at a minimum: (1) perform a complete visual inspection of the
interior and exterior areas of the subject property, (2) inspect the neighborhood, (3) inspect each of the comparable sales fram at
least the street, (4) research, verify, and analyze data from reliable public and/or private sources, and (5) report his or her analysis,
opinions, and conclusions in this appraisal report.

INTENDED USE: The intended use of this appraisal report is for the lendet/client to evaluate the property that s the subject of
this appraisal for a mortgage finance transaction.

INTENDED USER: The intended user of this appraisal report is the lender/client.

DEFINITION OF MARKET VALUE: The mast probable price which a property should bring in a competitive and open market
under all conditions requisite to a fair sale, the buyer and seller, each acting prudently, knowledgeably and assuming the price is
not aifected by undue stimulus. Implicit in this definition is the consummation of a sale as of a specified date and the passing of
title from seller to buyer under conditions whereby: (1) buyer and seller are typically motivated; (2) both parties are well informed
or well advised, and each acting in what he or she considers his or her own best interest; {3) a reasonable time is allowed for
exposure in the open market; (4) payment is made in terms of cash in U. S. dollars or in terms of financial arrangements
comparable therato; and (5) the price represents the normal consideration for the property sold unaffected by special or creative
financing or sales concesslons® granted by anyone associated with the sale.

“Adjustments fo the comparables must be made for special or creative financing or sales concessions. No adjustments are
necessary for those costs which are normally paid by sellers as a result of tradition or law in a market area; these costs are readily
identifiable since the seller pays these costs in virtually all sales transactions. Special or creative financing adjustments can be
made to the comparable property by comparisons to financing terms offered by a third party institutional lender that is not already
involved in the property or transaction. Any adjustment should not be calculated on a mechanical doliar for dollar cost of the
financing or concassicn but the dollar amount of any adjustment should approximate the market's reaction to the financing or
concessions based on the appraiser's judgment.

STATEMENT OF ASSUMPTIONS AND LIMITING CONDITIONS: The appraiser's certification In this report is subject to the
following assumptions and limiting conditions:

1. The appraiser will not be responsible for matters of a legal nature that affect either the property being appraised or the title
to it, except for information that he or she became aware of during the research involved in performing this appraisal. The
appraiser assumes that the title is good and marketable and will not rendar any opinions about the title.

2. The appraiser has provided a sketch in this appraisal report to show the approximate dimensions of the improvements. The
sketch is included only to assist the reader in visualizing the proparty and understanding the appraiser's determination of its size.

3. The appraiser has examined the available flood maps that are provided by the Federal Emergency Management Agency (or
other data sources) and has noted in this appraisal report whether any portion of the subject site is located in an identified Special
Flood Hazard Area. Because the appraiser is not a surveyor, he or she makes no guarantees, express or implied, regarding this
determination.

4. The appraiser will not give testimony or appear in court because he ar she made an appraisal of the property in question,
untess specific arrangements to do so have been made beforehand, or as otherwise required by law.

5. The appraiser has noted in this appraisal report any adverse conditions (such as needed repairs, deterioration, the presence of
hazardous wastes, toxic substances, etc.) observed during the inspaction of the subject property or that he or she became aware of
during the research involved in performing this appralsal. Unless otherwise stated in this appraisal report, the appraiser has no
knowledge of any hidden or unapparent physical deficiencies or adverse conditions of the property (such as, but not limited to,
needed repairs, deterloration, the presence of hazardous wastes, toxic substances, adverse enviranmental conditions, etc.) that
would make the property less valuable, and has assumed that there are no such conditions and makes no guarantees or
warranties, express or implled. The appralser will not be respansible for any such conditions that do exist or for any engineering or
testing that might be required to discover whather such conditions exist. Because the appraiser Is not an expett in the field of
environmental hazards, this appraisal report must not be consldered as an environmental assessment of the property.

6. The appraiser has based his or her appraisal repart and valuation conclusion for an appraisal that is subject to satisfactory
completion, repairs, or alterations on the assumption that the completion, repaits, or alterations of the subject property will be
performed in a professional manner.
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APPRAISER'S CERTIFICATION: The Appraiser certifies and agrees that:

1. | have, at a minimum, developed and reported this appraisal in accordance with the scops of work requirements stated in this
appraisal report.

2. | performed a complete visual inspection of the interior and exterior areas of the subject property. | reported the condition of
the improvements in factual, specific terms. | identified and reported the physical deficiencles that could affect the livability,
soundness, or structural Integrity of the property.

3. | performed this appraisal in accordance with the requiremants of the Uniform Standards of Professional Appraisal Practice
that were adopted and promulgated by the Appraisal Standards Board of The Appraisal Foundation and that were in place at the
time this appraisal report was prepared.

4. | developed my opinion of the market value of the real property that is the subject of this report based on the sales comparison
approach to value. | have adequate comparable market data to develop a reliable sales comparison approach for this appraisal
assignment. | further certify that | considered the cost and income approaches to value but did not develop them, unless otherwise
indicated in this report.

5. | researched, verified, analyzed, and reported on any current agreement for sale tor the subject property, any offering for sale
of the subject property in the twelve manths prior ta the effective date of this appraisal, and the prior sales of the subject property
for a minimum of three years prior to the effective date of this appraisal, unless otherwise indicated in this report.

6. | researched, verified, analyzed, and reported an the prior sales of the comparable sales for a minimum of one year prior to the
date of sale of the comparabie sale, unless otherwise indicated in this report.

7. | selected and used comparable sales that are locationally, physically, and functionally the most similar to the subject property.

8. Ihave not used comparable sales that were the result of combining a land sale with the contract purchase price of a home
that has been built or will be built on the land.

9. | have reported adjustments to the comparable sales that reflect the market's reaction to the differences between the subject
property and the comparable sales.

10. | verified, from a disinterested source, ali information In this report that was provided by parties who have a financial interest in
the sale or financing of the subject property.

11. | have knowledge and experience in appraising this type of property in this market area.

12. | am aware of, and have access to, the necessary and appropriate public and private data sources, such as multiple listing
services, tax assessment recards, public land records and other such data sources for the area in which the property is located.

13. | abtained the information, eslimates, and opinions furnished by other parties and expressed In this appraisal report from
reliable sources that | believe to be true and correct.

14. | have taken into consideration the factors that have an Impact on value with respact to the subject neighborhood, subject
property, and the proximity of the subject property to adverse influences in the development of my opinion of market value. | have
noted in this appraisal report any adverse conditions (such as, but not limited to, needed repairs, deterioration, the presence of
hazardous wastes, toxic substances, adverse environmental conditions, etc.) observad during the inspection of the subject property
or that | became aware of during the research involved in performing this appraisal. | have considered these adverse conditions in
my analysis of the property value, and have reported on the effect of the conditions on the value and marketability of the subject

property.

15. I have not knowingly withheld any significant information from this appraisal report and, to the best of my knowledge, ali
statements and information in this appraisal report are true and correct.

16. | stated in this appraisal report my own personal, unblased, and professional analysis, opinlons, and conclusions, which are
subject only to the assumptions and limiting conditions in this appraisal report.

17. | have no present or prospeclive interest in the property that is the subject of this report, and | have no present or prospeclive
personal interest or bias with respect to the participants in the transaction. | did not base, either partially or completely, my
analysis and/or opinion of market value in this appraisat report on the race, color, religior, sex, age, marital status, handicap,
familial status, or national origin of either the prospective owners or occupants of the subject property or of the present owners or
occupants of the properties in the vicinity of the subject property or on any other basis prohibited by law,

18. My employment and/or compensation for performing this appraisal or any future or anticlpated appraisals was not conditioned
on any agreement or understanding, written or otherwise, that | would report {or present analysis supporting) a predetermined
specific value, a predetermined minimum value, a range or direction in value, a value that favors the cause of any party, or the
attainment of a specific result or occurrence of a specific subsequent event (such as approval of a pending mortgage loan
application).

19. 1 personally prepared all conclusions and opinions about the real estate that were set forth in this appraisal report. 1f | relied on
significant real property appraisal assistance from any individual er individuals in the performance of this appraisal or the
preparation of this appraisal report, | have named such individual(s} and disclosed the specific tasks performed in this appraisal
raport. | certify that any individual so named is quallfied to perform the tasks. | have rot authorized anyone to make a change to
any itern in this appraisal report; therefore, any change made to this appraisal is unauthorized and | will take no responsibility for it.

20. | identified the lender/client in this appraisal report who is the individual, organization, or agent for the organization that ordered
and will receive this appraisal report.

21. The lender/client may disclose or distribute this appraisal report to: the borrower; another lender at the request of the borrower;
the mortgages or its successors and assigns; mortgage insurers; government sponsored enterprises; other secondary market
participants; data callection or reporting services; professional appraisal organizations; any department, agency, or instrumentality
of the United Staies; and any state, the District of Columbia, or other jurisdictions; without having to obtain the appraiser's or
supetrvisory appraiser's (if applicable) consent. Such consent must be obtained befare this appraisal report may be disclosed or
distributed to any other panty (including, but not imited o, the public through advertising, public relations, news, sales, or other
media).
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22. 1 am aware that any disclosure or distribution of this appralsal report by me or the lender/client may be subject to certain laws
and regulations. Further, | am also subject ta the provisions of the Uniform Standards of Professional Appraisal Practice that

pertain to disclasure or distribution by me.

23. The borrower, another lender at the request of the borrower, the mortgagee or its successors and assigns, mortgage insurers,
government sponsored enterprises, and ather secondary market participants may rely on this appraisal repotrt as part of any
mortgage finance transaction that involves any one or more of these patrties.

24. If this appraisal report was transmitied as an “electronic record" containing my "electronic sighature," as those terms are
defined in applicable federal and/or state laws (excluding audio and video recordings), or a facsimile transmission of this appraisal
report contalning a copy or representation of my signature, the appraisal report shall be as effective, enforceable and valid as if a
paper version of this appraisal report were delivered containing my original hand written signature.

25. Any intentional or negligent misrepresentation(s) contained in this appralsal report may result in civil liability and/or criminal
penaities including, but not limited to, fine or imprisonment or both under the provisions of Title 18, United States Code, Section

1001, et seq., or similar state laws.

SUPERVYISORY APPRAISER'S CERTIFICATION: The Supervisory Appraiser certifies and agrees that:

1. ldirectly supervised the appraiser for this appraisal asslgnment, have read the appraisal report, and agree with the appraiser's
analysis, opinions, statements, conclusions, and the appraiser's certification.

2. | accept full responsibility for the contents of this appraisal report including, but not limited to, the appraiser's analysis,

opinions, statements, conclusions, and the appraiser's certification.

3. The appraiser identified in this appraisal report is sither a sub-contractor or an employee of the supervisory appralser (or the
appraisal firm), is qualifled to perform this appraisal, and is acceptable to perform this appraisal under the applicable stats law.

4. This appraisal report complies with the Uniform Standards of Professional Appraisal Practice that were adopted and
promulgated by the Appraisal Standards Board of The Appraisal Foundation and that were in place at the time this appraisal

report was prepared.

5. Ifthis appraisal report was transmitted as an "electronic record” containing my "electronic signature," as those terms are
defined in applicable federal and/or state laws (excluding audio and video recordings), or a facsimile transmission of this appraisal
report containing a copy or representation of my signature, the appraisal report shall be as sffective, enforceable and valid as if a
paper version of this appraisal report were delivered containing my original hand written signature.

APPRAISER

1 1 .
Signature WA 4

Name Jac ueli’ e Pe ler

Company Name Brentwood Pro e ralsal, Inc
Company Address 12100 Wilshire Bivd Suite 280
Los An eles, CA 80025

Telephone Number 310-826-2600

Email Address iaccuie@brentwoodano isal com
Date of Signature and Report 09/05/2017

Effective Date of Appraisal 08/18/2017

State Certification # AR032281
or State License #

or QOther (describe)

State CA

Expiration Date of Certification or License 10/30/2017

State #

ADDRESS OF PROPERTY APPRAISED
2654 The Strand
Hermosa Beach, CA 90254

APPRAISED VALUE OF SUBJECT PROPERTY $ 9,200,000

LENDER/GLIENT

Mame SPEEDY TITLE & APPRAISAL REVIEW SERVICES LL
Company Name Comerica Bank

Company Address ¢/oc PHH Morigage, 1 Morlgage Way

Mount Laurel, NJ 08054
Emall Address

SUPERVISORY APPRAISER (ONLY iF REQUIRED)

Signature

Name

Company Name
Company Address

Telephone Number

Email Address

Date of Signature

State Certification #

or State License #

State

Expiration Date of Certification or License

SUBJECT PROPERTY
Did not inspect subject property

EDid inspect exterior of subject property from street
Date of Inspection

(OJDid inspect interlor and exterior of subject property
Date of Inspection

COMPARABLE SALES
Did not inspect exteriar of comparable sales from street
{_]Did inspect exterior of comparable sales from street
Date of Inspection

S0234 727 wer 2nme
Page ol
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COMPARABLE SALE NO. 6

7.400,000

TheMLS #SB17029805-DOM 188

+ § Adugiment

257,500
Q
500,000
0
500,000

10,000
425,000

1,692,500

9,092,500

COMPARABLE SALE NO. 6

FEATURE SUBJECT COMPARABLE SALE NO. 4 COMPARABLE SALE NO. 5
2654 The Strand 3320 The Strand 1912 The Strand 1918 The Strand
Address Hermosa Beach, CA 90254 Hermosa Beach, CA 90254 Manhattan Beach, CA 90266 Hermosa Beach, CA 90264
roximi to Su ‘ect 0.26 miles NW 1.27 miles NW 0.40 miles SE
ile Prica $ 9,200,000 $ 8,350,000 § 11,990,000 $
ePrce/Gross Liv. Al §  2,936.48 . § 3,039.6 . $ 3,443.4 5 .1 $ 29053 1
lata Source s TheMLS #5B16721224:DOM 1 TheMLS #SB17026827:D0M 194
‘grification Source §) Real uest/Title/Doc#1277785 Real uesyTitle Real uest/Title
UE ADJUSTMENTS DESCRIPTION DESCRIPTION Hi$  tment DESCRIPTION H#1§  stmem OESCRIPTION
Sale or Financing ArmLth Listing Listing
Goncessions Conv;0 0 0
Date of Sale/Tima 510/16¢10/16 Active -240,000 Active
_ocation B;WitrFr; B:WirFr; BwWirFr; B:WirFr;
-sasehold/Fea Sim o Fee Sim le Fee Sim le Fee Sim le Fee Sim le
Sita 2588 sf 2144 st 555,000 3327 sf -924,000 2382 sf
Y B-Wir B:witr B-Witr B:Witr;
¥ nStie DT2;S anish DT2;Contem ara O DT2Tradltional 0 DT2:Contem ra
of Gonstruction Q3 Q3 Q3 Q4
a5 27 0 60 0 69
ondition C4 Cc4 Cc4 cs
Above Grade Totd Bdms  Baths Total Bdws  Bats 10 000 Toal Bams  Bats -10,000 ro Boms  Bans
Room Count 8 4 4.1 7 3 3.1 20,000 8 5 4.1 07 4 4.0
Gross ~° Area 725 3,133 sa. it 2,747 sa.f. 280 000 34825 .1t -253 00 2547 s it
Basement & Finshad Osf Ost 0Osf Osf
Rooms Below Grade
" nefional Utilit SFR SFR Du lex 0 SFR
lsatin - Coolin Wall/None Fau/None -10 000 Fauw/Central -20,000 Radian/None
Enerc: Efficient fems Insutation Insulation I 1lation
GarauefCarpart 2rbi -10,000 -20.000
Parch/Palio/Deck Patio M} io
t None -270,000 one
ch . Locate HermosaBchN N -1,000,000
Ad'ustment {Total + § 845,000 v+ s 8 2,737,000 -3
Adjusted Sale Price NetAd, 10.1% NetAd., -22.8% NelAdj, 22.9%
of Co arables Gross 106% 8 9195000 Guss 22.8% § 9,253 000 GrossAd 22.9% §
ITEM SUBJECT COMPARABLE SALE NO. ¢ GOMPARABLE SALE NO, 5
Jale of Prior Sale/Transfer 08/04/1975 02/29/1988 10/02/1987
tica of Prior Sale/Transter $180,000 $234,500 $970,000
Sour § Real uest Real uest Real uast Real uest
ftacliva Date of Data Source § 08/18/2017 08/18/2017 08/18/2017 08/18/2017
Summary of Sales Comparison Approach  refer to addendum

1004_05UAD 12182015



7166673538

Uniform Appraisal Dataset Definitions FleNo, 3702427

Condition Ratings and Definitions

€1 Theimprovements have been very recently construcled and have not previously been occupied. The entire struclure and alt components are new and the dweling features no
physical depraciation.”

“Note: Newly constructed improvements that feature recycled materials anc/or components can be considered new dwellings provided that the dweliing is placed on a 100% new
foundation and the recycled materials and the recycled components have been rehabilitated/re-manufaclured into fike-new condition, Recently constructed improvements that have
not been previously cccupled are not considered "new” it they have any significant physical depreciation (i.e., newly constructed dwellings that have been vacant for an extended
period of lime without adequate maintenance or upkeep).

€2 Thaimprovements feature no deferved maintenance, litile or no physical depreciation, and require na repairs. Virtually afl building campanents are new or hiave been recently
repaired, refinished, or rshabilitated. All outdated components and finishes have been updated andior replaced with components that meet current standards. Dwelings in this category
either ars almost new or have been recantly completely renovated and are similar in condition to new construction.

*Note: The improvements represent a relativaly new praperly that is well maintained with no deferred maintenance and Iittle or no physical dapreciation, or an oldar property that has
besn recently completely renovated.

€3  The improvements are well maintained and feature limited physical depreciation due to nermal wear and tear. Some components, but nat every major bullding companent, may
be updated or recently rehabilitated. The structure has been well maintained.

“Nate: The impravernent is in fts first-cycle of replacing sthert-fived building components (appliances, floor coverings, HVAC, etc.) and is being well maintained. lis eslimated effective age
Is less than its aclual age. It also may reffect a property in which the majonty of short-ived building components have been replaced but not to the level of a complete renovation.

C4  The improvements faature some minor deferrad maintenance and physical deterioration due to normal wear and tear. The dwelling has been adequately maintained and requires
anly minimal repairs to building components/machanical systems and cosmetic repairs. All major building components have been adequately maintained and are functionally adequate.

“Nate: The estimated effective age may be close to or equal to its actual age. It reflects a properly in which some of the short-lived building components have been reptaced, and some
short-lived building components are al or near the end of their physical life expectancy; hawever, they stil function adequately. Most minor repairs have been addressed on an ongoing
basis resulting in an adequately maintained proparty.

€5 The improvements feature obvious deferred maintenance and are In need of some significant repairs. Some building components need repairs, rehabilitatian, or updating. The
funclional utility and overall livability is somewhat diminished due to condition, but the dwelling remains ussable and functional as a residence,

‘Nate: Some sigrificant repairs are noeded to the improvements due to the lack of adsquate maintenance. It reflects a property in which many of its short-lived building components are
at the end of or have exceeded their physical fife expectancy but remaln functional.

C6  The impr have substantial damage or deferred mainfenance with deficiencies or defacts that are severe enough Lo affect the safety, soundness, or structural integrity
of the impravements. The improvements are in need of substantial repairs and rehabiltation, including many or mest major companents.

*Note: Substantial repairs are needed lo the improvements due o the lack of adequate maintenance or property damage. It reflects a property with conditions severe enough to affect
the safety, soundness, or structural integnity of the improvements.

Quality Ratings and Definitions

Q1 Dwaellings with this quality rating are usually unique struclures that are individually designed by an architect for a specified user. Such residences typically are constructed from
detailed architectural plans and specificalions and feature an exceplionally high level of workmanship and exceptionally high-grade materials throughot the interior and exterior of the
structure. The design features exceptionally high-quality exterior refinements and ornamentation, and excaptionally high-qualily interior refinements. The workmanship, materials, and
finishes throughot the dwelling are of exceptionally high quality.

@2 Dwellings with this quatity rating are often custom deslgned for construction on an individual property owner's site. However, dwellings in this quality grade are also found in
high-quality tract developments featuring residences constructed from individual plans or from highly modified or upgraded plans. The design leatures detalled, high-quatity exterior
omamentation, high-quality interior refinements, and detall. The workmanship, materials, and finishes throughout the dweiling are generally of high or very high quality.

Q3 Dwellings with this quality rating are residences of higher quality built from individual or readily avaifable designer plans in above-standard residential tract developments or on
an individual property owner's site. The design includes significant exterior ornamentalion and interiors that ars well finished. The workmanship exceeds acceptable standards and
many materials and finishes throughout the dwelling have been upgraded from "stock” standards.

Q4 Dwellings with this quality rating mest or exceed the requirements of applicable building codes. Standard or modified standard building plans are utilized and the design includes
adequate fenastration and some exterior ornamentation and interlor refinements. Materials, workmanship, finish, and equipment are of stack or builder grade and may feature some
upgrades.

Q@5 Dwellings with this quality rating feature economy of canstruction and basic functionality as main considerations. Such dwallings featura a plain design using readily available or
basl¢ floor plans featuring minimal fenestration and basic finishes with minimal exterior oramentation and limited interior detall, Thess dwellings meet minimum building codes and are
constructed with inexpensive, stock materials with limited refinements and upgrades.

Q6 Dwellings with this quality rating are of basic quality and lawer cost; some may nat be suitable for year-raund accupancy. Such dwellings are often built with simpla plans or
without plans, often utiizing the lowest quality bullding materials. Such dwellings are often built or expanded by persons wha are pratessionally unskilled ar possess only minimal
construction skills. Electrical, plumbing, and other mechanical systems and equipment may be minimal or non-existent. Older dwellings may feature one or more substandard or
non-conforming additions to the original structure.

Deftnitions of Not Updated, Updated, and Remodeled

Mot Updated

Litlle or no updating or modemization. This description includes, but is not limited to, new homes.

Residential propierties of fifteen years of age o [gss aften reflact an original condition with na updating, if na majar companents have been replaced or updated. These over fifteen
years of age are alsc cansidered not updated if the appliances, fixtures, and finishes are predominantly dated. An area that is 'Not Updated' may still be well maintained and fully
tunctional, and this rating does nat necessarily imply deferred maintenance or physical /functional deterioration.

Updated
The area of he home hag bean medified to meet cuntent market expectations. These modifications are limited i terms of both scope and cost.
An updated area of the homa sheuld have an improved loak and feel, or funclional utility. Ghanges that constitute updates include refurbishment and/or replacing components to mest

existing market expectations. Updates da not include significant alterations to the existing structura.

Remodeled

Significant finish andlor structiral changes have been made thal increase utility and appeal gh p repl nt and/ or axg 4

A remodeled area reflects fundamental changes that include multiple alterations. These alterations may include some or all of the fallowing: repiacement of a major companent
{cabinet(s), bathtub, or bathroom tile), relocation of plumbing/gas fixturesfappliances, significant structural alterations (refocating walls, and/or the addition of square footage).

This would include a complete gutting and rebuild.

Explanation of Bathrcom Count

The number of full and halt baths is reparted by separating the two values by a periad. The full bath is represented to the left of the pericd. The half bath count is represented to the
right of the perod. Three-quarter baths are o be counted as a full bath in all cases, Quarter baths (baths that feature anly toilet) are not to be included in the bathroom count.
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Abbreviations Used in Data Standardization Text

Abbrev.
ac
AdjPri
AdjPwr
A
ArmLth
AT

ha

br

B
BsyRd
o
Cash
CtySky
CiyStr
Comm

Conv
o
GitOrd
DOM
oT
dw
Eslate
e

FHA

g

ga

gbi

gd

GR
GliCse
Gifvw
HR
Ind

Full Name

Acres

Adjacent to Park
Adjacent to Power Lines
Adverse

Arms Length Sale
Attached Structure
Bathroom(s)
Bedroom

Beneficial

Busy Road

Carpart

Cash

City View Skyline View
City Street View
Commercial Influence
Contracted Date
Conventionat
Covered

Court Ordered Sale
Days On Market
Detached Strcture
Driveway

Estate Sale
Expiration Date
Federal Housing Authority
Garage

Garage - Attached
Garage - Bufit-in
Garage - Delached
Garden Structure
Golf Course

Golf Course View
High Rise Structure
Industrial

Appropriate Fields

Area, Site

Localion

Lacation

Lecation & View

Sale or Financing Concessions
Design(Style)

Basemen! & Finished Rooms Below Grade
Basement & Finished Rooms Belew Grade
Location & View

Logation

Garage/Carport

Sale or Financing Concessions
View

View

Location

Date of Sale/Tims

Sals or Finanging Concessiona
Garage/Carport

Sale or Financing Concessions
Data Sources

Design{Style)

Garage/Carport

Sale or Financing Concessions
Date of Sale/Time

Sale or Financing Concesslans
Garage/Carport
Garage/Carport
Garage/Carport
Garage/CGarport

Design(Style)

Logation

View

Design{Style)

Location & View

Other Appraiser-Defined Abbreviations

Abbrev.

Full Name

Appropriate Fields

Abbrev.,
in
Lndfi
LidSght
Listing
MR
Mtn

N
NonAm
op

Q

g

Prk
Pstd
Pwiln
PubTm
14

Relo
REC
Res
RT

RH

5]

8

Shert
sf

sgm
Unk
VA

wo

wu
WrFr
Wir

w
Waods

Abbrev.

{hiin A Darasat Dethons

Full Name

Interior Only Stairs
Landfill

Limited Sight

Listing

Mid-Rise Structure
Mauntain View

Neutral

Naen-Arms Length Sale
Open

Other

Other

Park View

Pastoral View

Power Lines

Public Transportation
Recreational {Rec) Room
Relocation Sale

REQ Sale

Residential

Row or Townhouse
Rural Housing - USDA
Semi-detached Structure
Sattlement Data

Short Sale

Square Feet

Square Meters
Unknown

Veterans Administration
Walk Out Basement
Walk Up Basement
Water Frontage

Water View
Withdrawn Date
Woods View

Full Name

7166673538
Fila No. 3702427

Appropriate Fields

Basement & Finished Rooms Below Grade
Location

View

Sale or Financing Cancessions
Design(Style)

View

Location & View

Sale or Financing Concessions
Garage/Carport

Basement & Finished Rooms Below Grade
Design{Style)

View

View

View

Location

Basemant & Finished Rooms Below Grade
Sale or Financing Cancessions

Sale or Financing Cancessions

Location & View

Design(Style)

Sale ar Financing Cencessions
Design(Style)

Dale of Sale/Time

Sale or Financing Concessions

Area, Site, Basement

Area, Site, Bassment

Date of SalefTime

Sale or Financing Concessions

Basement & Finished Rooms Below Grade
Basement & Finished Rooms Below Grada
Lagation

View

Date of Sale/Time

View

Appropriate Fields



ADDENDUM

Bgrrower: AOCL Investments LLC File No.: 3702427
[ »  Address; 2654 The <*---- Case No.: 7166673538
Ci. Hermosa Beach State: CA Zi 1 90254

nler: Comerica Bank

Additional Comments

PER LENDER REQUEST:

The lender has asked the appraiser I darifythe meagured GLAand bedroom and bath count. This appraiser measurad 3133sf with four bedrooms and 3 baths.
The appraiser has double checked her measurements and also referenced her sketch and believes that the 3133sfis accurate. The public records shaws 3180sf,
whichis dasa to the measured GLA6f 3133, There was a bedroom and bathraom on the firstfloor and thene were threa additional bedrooms with two baths on the
secondlevel. One ofthe bedrooms was used as a closet with racks installed, butit still had a closet and s legallya bedroom.

Withaut seeing the other appraisers skaich to compare the differences, this appraiser belives that the 3133sf of measured GLAIs accurate.
There ware na changed to the appraisal and the effactive date remains the same. The signalure date has changed to address this lender request.

The subject propertyls located in a residential communitylaown as the Hemosa Sand area in the dityof Hermosa Beach , dose to major supporting fadiliies,
public schools and approximately 4 miles from access 1o the 405 freeway.

Neighborhood Market Conditions:

Following a sharp rise in foredosure activity and deciine in values from 2006/2007 to 2009/2010, the market has stabilized and experienced a recovery. The matket
has experienced a significantincrease in pricas in most neighbiorhoads. Interest rates on morigaga loans remain refativelylow and, while the rate of appreciation
has leweled off, thereis a coninued strong demand for homes in the marketplace. Based on the data reflected in the 1004MC, page ane ofthis repart reflects that
property values are cumently stable.

Regarding the 1004MC, market conditions are dynamic and always in some state of flux. Additionally, no search funciion is available to reasonably delineate by
“condition”, "quality’, “design” or all locational infiuences (exemal obsalescence, views, efr.) so the statistical data is bypicallysk d to some extent based upon
these factars. Therefore, the cause of price flucluatians is often due to differences in property charactarisics than to shifts in market trends. For the same reasons,
in manycases ‘spikes’ (+/-) betwean 1004MC marketing periods (+-) are attributable to seme highly upgraded and/or anomalous sale(s) that ‘bump’ up or push
down the ‘medlan’ value within a specific marketing period due more to changes in property characteristics than changes to actual market conditions. Bywayof
analogy, itis this Appraiser's opinion that an abermantly high or low ‘median’ average pricing in any given "Marketing Period’ is sometimes just an anomaly much like
a'false posilive’ or ‘false negative' in a medical testand this appears o be the case with the 4- 6 month period. Itis further nated that in the absence of more refevant
market data this Appraiser was unable to satisfythe 1004MC instructions that: "Sales and listings must be properties that compete with the subject property,
detenmined by applying the criteria that would be used bya prospective buyer of the subject property’. Subsequently, a mare *macro” approach was utilizad for
establishing market trends in the 1004MC. Though nctides!, more ofien than not "micro” trends tend ta follow a paralle! path of “macta” trends, so this Appraiser has
mada the extracminary assumption that the analysis In the 1004MC would also be applicable to properties within the Subject's own marketing categaryand
submarket. Further support of stable market conditions is by ulilizing the grid as its own form of paired sales analysis wherein it demonstrates that the sales were
adequatalyreconciled withaut the use of the Time Adjustments. In fact, if Tims Adjustments were employed itwould Ireconcile” the data. Acoordingty; markelt trends
ane deemed to be "Stable”®

(NOTE: Per USPAP Definitions: EXTRAORDINARY ASSUMPTION an assumption, directlyrelated to a spedific assignment, as of the effective date of the assignment
results, which, If found to be false, could alter the appraiser's apinions or condlusions. Thera is an advisory coramentin USPAP that states: "Exraordinary
assumplions presume as fadt otherwise uncertain information about phisical, legal, or economic characteristics of the subject property; or abaut conditions extemal
to the property, such as markat conditions or trends; or about the integrity of data used in an analysis.")

Exposure Tima:

The subjects estimaled exposure ime, at the appraised value, is under 3 months. This is typical for the subject's neighbarhood and competing marketing area.
Expasure tima is directly assediated with the appraised value and is considered to be prior to the effective date of the appraisal. The exposure time esimate is
based upon the comparables perfomance as well as the typical exposure ime evidenced by the intendews of market participants and aralysis of listing to closing
dates indicated in MLS for the area. This is providing that the listing price is reasonable and consistent with the market.

Site Comments:
The subjeci parce! is a typical site with no apparent adverse easements, encroachments or special conditions. The appraiser has not reviewed the titte nor
geological reports, this report is based on the assurnption that both are favorable.

The subjectis a beachfront home with direct access o the beach. This is a premier location. The subject is located on the north end of Hermosa Beach. This area
is the most desirable parl of Hermosa Beach. Homes south of the pier command lower sales prices.

Property Features and Improvements: )
The subjectis a Spanish stys home that was originally builtin 1932 and has many original architectural details. There are plaster walls, built in cabinets, arched
daoorways, and many crigina! tile in the bathrooms.

Thers Is a two car garage with a rear entry with stairs up the upper rec room. There is a tile courtyard between the house and Ihe garage. Ths liing room has
hardwood flacting, firsplace and wood beam ceiling. The dining room has hardwood ficoring and builtin cabinets. The kitchen has tile flooring, formica counters,
builtin appliances. There is alaundryroom off the kitchen and a helf bath with small comer sink. There is a badroom with hardwood flooring and private bath on
this leve!, The bath has tile flooring, tile tub/shower, and single sink The top floor has a large master bedroom with hardwood flooring and fireplace, Thereis
access to the maater bath with single sink, tile flooring, and tub/shower. There is an adjacent bedroom that the current tenants ara using as adoset Therels a hall
bathroom with tite flcoring, tite sink, and Jub/shower. There s a fourth bedroom on this level also. There is an offica with a builtin desk. There is a rec room with
cametflooring over the garage. There is a bathroom with tile flooring, single sink, and shower.

The home has been maintained and has kept manyofits architectural details. There is wall haat, smoke detsctors, CO detectors, and security system. There are
panoramic ocean views fram both levels of Iving. There is an underground basement area under the garage. According o the owner it was built as a bomb shelter.
Itis broken up into three areas and and one area has a shower and toilet. [t was not given value in this appraisal as itls not accessed via the house but exterior
only. lthas alow ceiling and cinder block walls. ltwas considered as a storage area.

The home is tenant ocoupied. Itis currentlyin escrow fro $8,200,000. The buyers live next door and found out the owners were interested in selling and made an
offer on the home before it was entered into the MLS.

Cost Appraach:

Under some dreumstances {e.g. new tract development, spedial use, etc.) the Cost Approach can be a veryweluable approach, but within wall-established, older
fracts (such as the Subject’s) it has considerable, well documented limitations, not the least of which is the uncertainty of measuring the accrued depreciation
evident in the property being appraised due to all causes {l.e. physical, functional and extemal). Additionally, in this approach, land value must be estimated. The
best methodalogyfor supporfing land value is by means of the Market Approach, utllizing vacant (unimproved) sites with similar site characteristics, but when
evaluating property within a well-establishad tract reliable, unimproved land sales are veryrare at best, and usuallyunasallable at all, thereby reducing the probability
of amiving ata highlyreliable estimate of site value. Whila altemative methods for establishing land value (i.e. extraclion fabsiraction) allocation, efc.) are acceptable
within the scope of an assignment with this intended use, these methods are still less reliable than the Market Aoproach, and site value Is just one camponent in the
fult development of the Cost Approach, thus, even if a reliable apinion of sits valus has been reached, the problems with the Cost Approach are exacerbated bythe
difficultyin quantifying other variables such as ever changing construction costs due to demographics and vadllating economic trends (focally and nationally), as
well as various racaptures rates, and aven buyer and seller motivations that are not typically identified or qualified within the parameters of this methodology.
Accordingly, with consideration to the above mentioned well documented limitations and inherent inadequacies of the Cost Approach In reaching a reliable apinion
of "Market Value™, the fact that cost does not necessarllyequal valus; and becauss this approach is not essential for achieving "credible results™ (USPAP) the Cost
Approach was not developed for this assignment.

Comments on Sales i

Aftar thorough review of available data sources, induding MLS, RealQuest, tile company and brokers, itwas determined that the comparables utilized hersin are
the best and mostindicative of cument market value for the subject available at this ime. All comparables are considered to be competing properties within the same
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compefitive marketing area that would appeal to the same user group. An extensive search was made for the best available similar properties to best represent the
subjects market value at the time of the appraisal.

Proximity to Subject: )
Al comparables utilized in this appraisal are focated within the subjects neighborhoad and are beachfront homes in Hermosa Beach and Manhattan Beach. They
are both dies with beachfront hormes direciy on tha strsnd.,

Recent/Dated Sales:
Al sales comparables are recent sales that are reflective of the curent marketin the subjact’s area..

Bracketing:
All major property characteristics have been brackeled. The bracketing of the individual property characteristics helps to demonstrate a market for properties that are
both superior and inferior to the subject. It also helps to provide a basis for the individual line adjustments using the paired sales analysis method.

C on Individual C ables:

SALE#1: is a recent sale of a beachfront home in Manhattan Beach that was builtin 1936 and has many architectral details, similar to the subject. Itis legallya
duplex, bulmarketed as a singfe familyhoma with a guest unit over the garage. The home has bean well maintained and is similar in condition to the subject This
sale is on tha north side of Manhatian Beach where sales prices are higher than these south of Manhatian Beach pier. Il was listed on 11/16/2046 for $15,900,000
and then lowered to $12,999,000. |t sold for $14,900,000 with a contract date of 612017,

SALE#2: is sale in Hermosa Beach on the south end of Harmesa Beach, where the sales prices are typicallylower. Itisa Contamporary stys home that was built
in 1953 and was remodeled with kitchen with granits counters, Viking appliances, wine room for 275 botiles, roof deck with fireplace and BBQ, Itis larger in GLAand
has a similar site area. It has similar views. ttwas listed on 2/10/2017 for 9,299,000 and soid for $8,900,000 with a contract date of 3/4/2017.

SALE#3: is a sala of a smaller Traditional stye home thatis located in Manhattan Beach on the south end. This is a similar location to the subject’s. ltisa
beachfront home with a Tractional styfe. Itis an interior Iot with similar ocaan view. it has manyarchitecturat detaits, but no major remadeling. ltis similarin
condition io tha subject. It was listed on 10/14/2016 for $11,500,000 and sold for $9,300,000. It has a confract date of 11/11/2016.

SALE#4: is a sala of a Contemporary beachfront home in Hermosa Beach near the norh side. Ithas a similar location and smaller site area. twas built in 1990
and has nal been remodeled and is similar in condition 1o the subject. Itis a slightlydated sale that was adjusted for ime. ftwas listed on 10/08/2016 for
$8,795,000 and sold for $8,350,000. it entered sscraw on 10409/2016,

SALE#5: s a listing of a Traditional style home thatis ocated in north Manhattan Beach, a superior area. Itis a beachfront home thathas many architectural details
and has been well maintained. thas not been remadsled and is similar in condition. itis a larger home that is a duplexwith a guest unit over the garage The
home is legallya duplex, but was marketsd as a single family with a guest unit. itwas listed on 2/8/2017 for $13,995,000 then lowered to $11,890,000. Itis currently
an active listing.

SALE #6: is a listing of a Contemporary siye homs in Hermosa Beach. Itis inferiar in condition and qualityto the subject as it lacks the architectural details and
cham of the subject, Ithas not been maintained and is in need of repairs. Rtis on a smaller site area. itis on the north end of Hermosa Beach, similar to the
subject. was listed on 2/14/2017 for $7,700,000 and then lowered io $7,400,000 on May 23, 2017. The CDOMIs 188, but since the DOMfrom the time of the last
redudion s still within nomal marketing fimes, itis this Appraisers opinion that it should tast the market at this more competitive price withaut an adjustment for
negofiations.

The appraiser has personallydriven by sach comparable used in this report.

Adjustments:

The most common, and thearetically ideal method for deriving adjustments is known as a paired sales analysis. This method works quite well in an area of
conforming homes that \ary stightlyin some characteristics, but are generally built in the same time period, are relatively simifar in sizs and built on similar lots.
However, the subject s in an area with a broad range of prices and property characteristics, which makes it much more complexto derive supportable adjustments.
The market adjustments in this appraisal are based upon madified paired sales analysis, the attributable merket difference ascertained by depreciated replacement
casticontributory value, discussion with local realtors who spedalize in the area and the appraiser’s experience and knowledge of the subject's specific marketplace.
This is done by anatyang the Indicated valua range of the comparable sales afler all adjustments have heen made. With the analysis of several sales, althoughitis
not a sdieniific calculation, reasonable conclusions can be made based on tha differences in the indicated vaiue range as b the most probable effect on market
value a particular feature has. This is considered to be the most reliable method for determining the market's reaction to varicus property characteristics.

Location Adjustments:
The adjustment for location can depend on manyfactors. It could be made for adverse extemal influencas, like a busy street efc,, or it could be made toa
camparsble thatis in an area considered to be generallyinferior or superior to the subject. In the case of this particular appraisal, all sales ans beachfront homes.

This Appraiser notss that “The Strand” is South Baybeach-front street extending through both Hermosa Beach and Manhattan Beach, The highest demand locations
in both cities are on “The Strand” noting that historically all of the sales ever reported over $8,000,000 in Hemmosa Beach (of which there are 9) each have addresses
on “The Strand” that has peaked at $15,000,000. In Menhattan Beach “The Strand” nat anly boasts 19 ofthe 31 sales reported over $9,000,000 but also carries the
distinction of having he highest priced sale ($21,000,000) ever reported within the dity. Accordingly, “The Strand” is considered to be a market unio itself, and within
Hermosa Beach ditylimits no other locations can be considered, therefore Iitis sometimes essential to derive sales from “The Strand” from bath cities when
evaluating preparties in either markst area. However, notall "Strand” locations are similar in demand, noting that there are nuances within both cities wherein the
historical frends indicate that there are roughly 6 locations along “The Strand” arbitrarilyidentified bythis Appraiser as: 1] ‘Hermosa Beach South’ (Redondo Beach
city limits 1o Pier Avenue); [2] ‘Henmosa Beach Narth' (Fier A to MB. citylimits); {3] ‘Manhattan Beach South’ (1st Street ip Manhatian Beach Bivd.); [4] ‘Manhattan
Beach Central’ (Vanhattan Beach Biwd. to just beyond Marine Street); [5] "Manhattan Beach North' (~ 25th Street to Rosacrans Biwd.); (6] 'Manhattan Beach North of
Rosecrans Bh'. Historically, pricing and demand between these submarkets has vagillated under various market conditions, so the only consistent trend
oondusively demanstrated over imais thal Manhatian Beach has always been abla to define the price ceiling on "The Strand'; that "M8. North of Rosecrans Biwd' is
byfar the leastin demand and historicallyhas the lowest priced sales due 1o the proxmityof oil refineries; and the second towsst demand area has been the
southem ‘Hemosa Beach South', due in part, to the ‘Principle of Regresslon’ because itis adjacent to Redendo Baach which is a notablyinferior South Bay market
area. Otherwise, the northem sedlion of Hermosa Beach, while nevar achieving the highest priding, has at imes competed reasonablywell in demand and pricing
with MB. all the wayup to Marine Strest (and just beyond), noting that both areas share the most similar locational factors being centrally located within the full length
of “The Strand”. Nonetheless, these ara not strict nor even static boundaries, so these locational nuances must be given consideration on a case by case basis.
For this assignment, the Subject's submarketis igentified as 'H.B. North' (N) which it shares with Comps #4 and #6; Comps #1 and #5 are in *MB. Central' (C)
Comp#2 Is In'HB South’ (S); Comps #3 is in ‘MB. South’ (S). (No Comps are taken from “N.B. North’ or ‘North of Rosecrans’.) Based upon paired sales within the
sales grid, it appears that ‘MB. Cental’ (C) is demanding higher prices over the last year; while MB. South (S) has competed most similartywith the Subject’s H.B.
North submarket This is not atypical because these two sections are adjacent and hence closest in proXimity to each other. Locaticn adjustments have besn made
in $1,000,000 increments. Justification for the infardor market area of 'H.B.S' vs. 'H.B.N." is derived from paired sales belween Comp #2 (H.B.S) and Comp#4
(H.B.N). The differences between MB.C and MB.S is derived from paired sales hatween Comps #1 and #3. Similarly, paired sales between Comps #3 and #4
demonstrate similar pricing between H.B. North ve MB. South atthis ime. As such, the $1,000,000 adjustments (+~) appear to be very adequate for reconciling
their respective sale piices fo each other and to the submarket of the Subject Property.

Site Adjustments!

ﬂme:;]iusmenlfor site Is based partiallyon analyging the value of land in the subject's area. Homes are purchased for land value to ba redeveloped with new
homes. The prices of thess "lots” range from $1200 per square foot to $2500 per square foot for whatis considered the usable portion, We also consider the sales
prices of the homes selling that are nat considered "tear downs™ and extract the cost of constructing the improvements o derive a rough land value. From that we
consider the fact that the value of the lot diminishes beyond the size thatis typical for the neighborhood. Given the high value if the land In this heighborhood, we
figure that an adjustment at the rate of $1250 per square footis reasonable.
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1932 The Strand is a walerfront comer lot that sold on 5/12/2017 for $8,350,000. Ithas 4240sfof sile. The site has alreadybeen cleared, so this is a true land sale
§f1 ; xsl?mont lotin Hermasa Beach. Based on the sales price of $8,350,000 this lotsold for $1969.34/1. This supports the subject’s high site adjustments of

Condition/Quality Adjustments:

‘The adjustment for condition and quality are verydifficult to quantify. Much like the view amerity, there are multiple fevels and degrees of variances. Condition can
relate to how well a house has been maintained or how recentlyit was updated, or o what extent is was updated, Qualitytypicallyrelates o the adtual materials that
were used, Remodeling costs can varygreatly. Whatis recaptured in the markeiplace can depend on what the moneywas spent on and how tastsfully it was done,
in the eyes of ihe buyers. The markst has dlearlydemonstrated that that the typical buyer wilt pay considerably more for a tastefullyremodeled house done with good
qualitythan a house in need of updaling. In the subject’s market, the premium paid for quality and condition are considerable,

Quality of Construction:

Sales are adjusted at $500,000 per grade difference based on a paired sales analysis beween sales and . Quality ratings for the comparable sales were
determined based an the appraisers exterior inspections of each sale and realtor comments in the Multiple Listing Serice as well as interior photos inthe MLS
when awilable.

Condition:
Sales are adjusted at $500,000 per grade difference. Condition ratings for the comparable sales were determined based on the appraiser's exterior inspedions of
each safe and realtor comments in the Multiple Listing Senvice as well as interiar photos in the MLS when awailable.

Note: Dus tn strict UAD definitions for condition ratings, it is common for a wide range of homes to fall within the same UAD condition rating, yet one maybe mors
exensivelyremodeled than the next and would command a premium value in the market place, As a result, condition ratings reflecied in this report mest UAD
definitions, however after careful consideration of each sale byviewing Interior MLS pholos of each comparable as well as based on realtor comments in the MLS
listings and conversations with the listing agenis when approprials, it was determined that several sales in this report have the same UAD required condition rating,
yetvaryin market appeal, therefore it was necesaaryto maks adjustments for condition and/or quality differences of the same rating to accurately refiect the market
reaction to the level of updating of each comparable when compared with the subject property. Detailed descriptions of each comparable sale are given above to
describe the condifon differences as recognized by the markst rather than what is required by the UAD definitions,

Due to many homes being updated since their original dates of construction, actual ages are notalways trulyreflective of the properiies as effective ages are greatly
reduced with typical remodeling and updating, therefore age differences are reflected in the overall condition raings and adjustments.

GLA Adjustmerts:

#fdjusling for GLAbecomes a complicated issue and ideallyrsfledis the confributory value of additional square footags. One of the issues that make this factor
complicated is that manybuyers and real estate brokers use a "price par square fool™ calcutation to value an entire property. We do not feel that this is a legitimate
methed to derive a per square foot adjustment for the GLAdifferences. The primary reason is that the price per square fool encompasses all characieristics and
amenities, The variances described earlier (lot size, view, condition, qualityetc) can cause the prica per square ool to fluctuate remendouslyin neighborhoods like
the subject's. For xample, the price per square foot for the sales used in this appraisal ranges from $2514 1o $5643. Aper square foot adjustment within that range
mayresultin whatis considered in the industryto ba excessive adjustments. On the other side ofthis issueis the achual cosl of construction for similar homes. In
this neighbarhood the onsts can range from $250 per square foot lo well over $600 per square foot. It appears that a GLAadjustment more in line with the actual
cost of canstruction ypically serves fo adequatslyrefiect the actions of the buyers, in tarms of that cne spedific line item. itis noted, however, that the contributory
value of additional living area usually diminis hes when the siza of the house exceeds what is typical for the neighborhood.

$725 per square foot difference, supported bythe abowe explanations and a paired sales analysis between sales and is indicated for the differences in building
sizes betwesn the subject and each of the comparable sales, rounded to the nearest $500.00.

Other Adjustments: $10000 is indicated for half bath differences. $20,000 is indicated for fufl bath differances. Bedroom count differences at $10,000. Garages
adjusted at $20,000.

Final Reconciliation:

With consideration to all of the economic, extenal, functional and physical market factors influencing the subject, its market area and the sales that were available far
comparative analysis, It is tis Appraiser's opinion that the comparables used are the most reliable indicatars of market value for the subject property. The range of
adjusted pricing is from $9,082,500 to $9,308,000 (~ 2.5% \ariance) and each comparable made some contribution to understanding the Subject's market value;
however, Most cansideralion was given to Comps #1 and #2 for being recent sales with the most overall similarityto the subject, and then fo Comp #3 for being in
the most similar submariel The estimated value of $9,200,000 appears to be weil supported and reasonably brackated by the best available market data.
Furthermors, "Market Valua®, by accepted definition, is in part, "the most probable price which a propertyshould bring in a compefifive and open marketunder alt
conditions requisite io a fair sale....” With this in mind, and in compliance with USPAP 1-5, this Appraiser also considered the pending sale contract prica of
$9,200,000 which appears to reasonably reflect property specific market reaction o the Subject’s characleristics andits zbility o credibly demand this market price
from within the net adjusted range ofindicated market value. Even Fannie Mae recognizes the significant impact of properly spedific market reaction which is why
their underwriting guidelines allows for “the subject proparty to ba used as a fourth comparable sale or as supporting data ifitwas previously sold and closed or
setlled” (NMA Sales Guide fJuly25, 2017). Though not used as its own comparable, the marketing of the Subject and this offer was given appropriate weight when
determining value. The income approach 1o value ls not applicable due to lack of relevant data for an area predominately owner occupied residences. Estmated
value does NOTindude any personal property. Sales #1-4 are ciosed and recorded in public records (see appraisal for document numbers). Sale dates shown are
aciual close of escrow dates unless otherwise noted.

Mosl considenation was given to sale #1-2 due o most overall similarity b the subject and being a recent sales. Sales #1-4 are dosed and rscorde In public
recards (see appraisal for document numbers). Sale dates shown are actual dose of escrow dates unless otherwise noted.

Due to the subjects beachfront location, the estimate of market value for the subjectis higher than the predominant value for homes in the subject's neighborhood. it
Is not considered to be an overimproved or over-valued home for the area and there is no apparent adverse sffect on marketability noted,

This is an appralsal repostwhichis intended for use by the lender/dientfora morigage finance transaction for the indicated bomower only, This reportis notintended
for any other use. The conlents within this appraisal are not i be sold or distributed to any publication or data provider, nor are any of the conlents to be usedin
connection with a computer generated valualion of any other property.

The appralser of this report completas between 5-7 appraisals in this area perweek and has completed over 200 appraisals in this area over tha pastyear. The
abpraiserlives wihin 25 miles of the subjec propértyand has worked in this particuiar area for more than 16 years. Appraiser uses CRMLS, CLAWMLS, |-Tech-
M.S, Veritura-M.S, FARES; RealOuest, Dataquick & various fite companies for properlyand comparable data.

This appralsal was completed in compliance with USPAP and all local, state and federal laws and regulations related to the appraisal of real estats and “appraiser
independenca™ including butnat limiled ts Califomia Senate bill 223/California Civil Code section 1090.5, as well as the Dodd-Frank Wall Srest Reform and
Consumer Protaction Act. Addionally, the appraisal complies with relsvant sections of the Fannie Mae and Freddie Mac appeaisal guldelines:

| Certify tat b tha best of my knovddge snd belief: ) . . )

| have performed nd senvices, &5 an appraiser or in anyother capacity, regarding the property thatis the subject of this report wilhin the three year period immediatety
precading accaptance of this assignment.

Digital signature(s) in this report is password protected and utilized for the purpose of ransmitting the appraisal electronically.
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Instructions: he appraiser must use the in ormation required on this orm as the basis lor hisfher conclusions, and must provide suppart for those cenclusions, regarding housing trends and

ovarall markel conditions as reported in the Neighborhaod section of tha appraisal raport farm. The appraiser must fil in ail the information ta the axlent it is available and reliable and must provids
analysis as indicated belaw. If any required dala is ilable or is idered i the appraiser must provide an explanation. I is recognized that nol all data sources will be able to
provide data for the shaded areas below, if it is available, however, the appraiser must includs the data in the analysis, If data sources provide the required information as an average instead of the
median, ihe appraiser should report the available figure and Identify it as an average. Sales and listings must be properties that compete with the subject property, determined by applying the criteria
that would be used by a prospective buyer of the subject property. The appraiser musl explain any anomalies in the data, such as ssasonal markets, new construction, foreclosures, etc.

Prior 7-12 Menihs Prior 4-6 Monihs ~ Current - 3 Months Overall Trend
# of Comparable Sales (Setiled) 33 8 21 Increasing Stable Declinin
rption Rata (Total Sales/Months) 5.50 2.67 7.00 Increasing Stable Declining
1# of Comparable Active Lisli s NA NA 17 Doclint Siable
s of Hausing Supply (Total Lislings/Ab. Rala) N/A N/A 2.43 Daciining Stable
Sale & List Price, DOM, Sate/Lisi % Prior7-12Months ~ Priar 46 Months ~ Current - 3 Months Overall Trend
mparable Sale Price 2 625,000 4575 000 2 750 000 incraasing X Stable Declinin
imparable Sales Days on Market 57 111 45 Declining Stable Increasing
“nparable List Price MNA N/A 4,995,000 Increasi Sisble
narable Lislings Days on Market N/A NA 16 Stabla Increasing
te as % of List Price 95.04% 96.35% 97.76% Increasing Stabls Declining
, builder, ete.)paid financial assistance pravaleni? - Yes o Declinin Stabla Increasing

.+ . leseerconcessionstr s I epast 2monlhs (8.9, se erconin tonswncreas  rom % 1o %, ncreasing use o uy owns, ¢ 0sing cosls, con @ ees, options, efc. ).
Refer to addendum

Are Ioreclosure salss (REO saies) a factor in the market? Yes No  Ifyes, explain (ircluding the trends in lislings and sales of foreclosed preperties).
Refer to addendum

Cite data saurces for above information. FARES/MLS

Summarize the ahove informalian as support Gf your cong Usions i the Ne o sec eno | eappraisa report orm. you s any a ilionalin ormalion, Such as an anafysis o

panding sales and/or expired and withdrawn listings, to formedate yaur conclusions, provide both an explanation and support for your conclusions.
With no current sales of beachfront ro eriies in the last 3 months, the above market rid shows a declinin trend. This is not entirel
. rate due fo lack of sales in the -ast ear. The active listin  and endin” sales show a medium ran ¢ of $6,700,000. This fi ure
in line with the median sales tices In the ast 7-12 months and 4-6 months. Dué 1o this factor, the front "a’ e of this re ort is marked
as stable. Lookin - at the sales in 2011, the data also su  ris a stable trend.

I the sub ect is a unit in a condominium ar coo eralive mect, co lele the followin : Pra ect Name:
Projecl Data Prior 792 Months ~ Prior 4-6 Months ~ Current - 3 Months Overall Trend
tal # of Comparabla Sales {Sattied) Increasing. Stable Dedlining
somplion Rate (Tolal SalesManths) Increasing Stable Dieclining
|4 of Active Comparable Listings Siable Irrcreasing
of Unit Supply (Tolal Listings/Ab. Rata) Slable I i
Are foreclosure sales (REQ sales) a factor inthe project? = Yes No  |fyes, indicate the number of REQ fistings and explain the frends In listings and sales of foreclosad properties.

Summarize the abova trends and address Ihe impact on the subject unit and project.

APPRAISER SUPERVISORY APPRAISER (ONLY IF REQUIRED)

4 .
Signature . Signature
Nams Ja = ¢li ePefier Name
Company Name Brentwood Property Appraisal, Inc Company Name
Company Address 12100 Wilshire Blvd Suite 280 Company Address
Los An eles, CA 90025
State License/Certification # AR032281 State CA State License/Certification # State
Email Address 'a uie@brentwooda raisals.com Email Address

g anen

Page 1at 4 10048/ C_2003 030903



ADDENDUM

Borrower: AOL Investments LLC File No.; 3702427
Pro.i Address: 2654 The Strand Case No.: 7166673538
Ci : Hermosa Beach State: CA Zi : 90254
Lo ca Bank

Market Analysis Comments

Comments on FNMAform 1004MC/Neighborhood and market conditions Analysis:

The local area market has exparienced a substantial increase in propertyvalues annuallysince 1998. i appears that the trend, in general, began to stabilize in the
middle of 2006, depending on the specific neighborhood. In recent years mortgage interest rates were athistoric lows for an exdended period of ime and remain
relativefylow. Additionally, financing options were plentiful with numerous loan programs awvailable for a wide range of borrowers. In the middle o 2006, the Los
Angeles area began to see an increase in mortgage payment defaults and foredosure activity. Throughout 2007 and 2008 the foreclosure rate in the general area
has dramaticallyincreased. While interest rates on mortgage loans are still refatively low, it appears that availability of certain financing oplions has diminished
thereby limiting the purchasing power of certain buyers in the marketplace. Itis dificut to develop a predse analysis of the prica irend in the subject’s immediate
neighbarhood due to the diversityin property characiaristics and the limited activity of similar competing properties.

The information reported in form 1004MC is Io be used as the basis for the condusion reportsd in the neighborhood section of the appraisal report, The 1004MC
form instructions spedifythe analysis of properties that compats with the subject. Historically, the trends reported in the neighborhood section of the appraisal were
based on a market broader than just the properties that compete with the subject. The reason is that limiting the analysis to such a namow focus would typicallynot
produce enough data to develap an accurate anahysis of a trend. For example, the property may be in an area whers thers are only a total of 5 viable sales
comparables within the past year. With this in mind, the inventory and trend analysis in form 1004MC maybe based on criteria with paramelers that ara axpanded
beyond the criteria used by prospective buyers of the subject praperty. in order to inciude enough data to identifya trend. ltis the sama approach applied to
researching the market for comparable ssles. In many cases, there are limited recent sales of similar competing properties that fit within all of the FNMA guidelines,
and it becomes r yio expand the rch to indude the most relevant comparable dala available.

Using the above approach, howsser, pases another challenge. In a market as diverse as the subject's market, there is such a broad range of prices that the data
might notindicats an accurate price frend, intenms of average or median. The reason is that there may simplybe more sales in ane end of the range than the other
during that pariicular ime pericd. This is whymadia publications mayreport an increase in the median home price within a particular 2p code in a time period where
propertyvaluas were actuallydadining in that same 2p code, or “vice versa”,

When analyzng and reparting the stalistics on listing activity, it should be noted that a listing, byits verynature, is current (actve). The MLS utilizad to produce the data
for analysis in the form does not maintain records an past active lislings. Instead, the status in the MLS changes and the “islings” become cncelled, withdrawn and
sold ete. .. Therefore, the fields refated to historical tistings are deemed to be not applicable, as the information is not accessible.

We have indicated in the 1004MC form that developerbuilder paid financial assistance is prevalent. What thal means is thalitis comman in the subject's market for
developers and builders of ract homes or large condominium projects to offer credits such as nan-recurring closing costs. ftis common to see an amountin the
area of 3% of the purchase price, particularlywith conforming loan amounis. There have been situations in the past where such sellers would increase sales prices
to accommodate larger concessions cr negotiate aredits instead of price in some areas and some cases, but those credits are difficult to uncover and that praclice
is not currently prevalent in the subject’'s market.

Addendum Page 1 of 1



SINGLE FAMILY COMPARABLE RENT SCHEDULE

This form is intended to provide the appraiser with a familiar format to estimate the market rent of the subject property.
Adjustments should be made anly for items of significant difference betwaen the comparables and the subject property.

ITEM SUBJECT
2654 The Strand
A
direse Hermosa Beach CA 90254
Preximity to Subjact
Lease Begins
Nate Lease Expires
fonthly Rentat If Cumently
Rented: § Uknown
Less: Utiliies $
Furniture $
Adjusted
Manthly Rent $
Saurce Agent
RENT ADJUSTMENTS DESCRIPTION
t
cessions
B;WitrFr;
on/View B:Wtr:
Design and Appesl DT2;Spanish
. 85
A nditi
ge/Condition ca
Above Grade Total ' Bdms ! Baths
Roam Caunt C 8 4! 410
Gross Living Area 3,133 ..
Other (e.g., basement,  Qsf
e
or None
’ Hermosa Bch N
Adj. {tatal)
ndicated Monthly
Rent

7166673538
feMo. 3702427
COMPARABLE NO. 1 COMPARABLE NO. 2 COMPARABLE NO. 3
2400 The Strand 2330 The Strand 304 The Strand
Hermosa Beach, CA 90254 Hermosa Beach, CA 90254 Manhattan Beach, CA 80266
0.15 miles SE 0.18 miles SE 0.46 miles NW
05/2017 06/2016 09/2016
05/2018 06/2017 09/2017
$ 25,000 § 26 000 § 24 500
$ 3 $
$ § 3
$ 25,000 § 26,000 $ 24,500
MLS MLS MLS
DESCRIPTION o+ § Adjustment DESCRIPTION Y 4§ Adjusment DESCRIPTION t s S Adesment
None i None i None ]
+ [} 1
Ll 1 1
B;WtrFr; ' B;WirFr; ! B:WitrFr; '
B;Wtr' : B;Wtr ' B:Wtr; ‘
DT2;Traditional 5 DT2;Contemp 5 DT2;Traditional :
101 i 0 13 ; 65 '
C4 ! C3 ' -1,000 C4 '
Total  Bims  Baths Tow!  Bams  Baths Tow  Bdms  Bahs
8 4 400 8 4 400 7 3 310
2,798 si.F. ) 335 SR -196 . SR} 633
Osf ' Osf l Osf '
None i None v None :
HermosaBch N Hermosa Bch N ¢ ManhattanBch S
X+ - 335 + X - 1196 X + - 633
' 1.3 4.6 26
13 % 25,335 46 8 24,804 26 3 25133

omments on market data, including the tange of rents for single family proparties, an estimate of vacancy for single family rantal properties, lhe gsneral trend

of rents and vacancy, and suppart for the above adjust

ts. {Rent

ions should be adjusted to the market, not fo the subject property.)

There is limited rental data for beachfront homes. Most homes are owner occupied and used as primary residences or second homes.
The above sales are the bast available at this time.

GLA @1/sf
dition @ $1000

count included in GLA adjustment.

Finai Reconciliation of Market Rent: The rental ranges for the sales used above range from $24,804 to $25,335. The subject's rental value of
$25,000 appears to be supported by the market data.

1 (WE) ESTIMATE THE MONTHLY MARKET RENT OF THE SUBJECT AS 0F08/18/2017

APPRAISER:
¢
© nature
‘Name Ja- eline Peltier
‘DateRe ot Si red  08/05/2017
‘State Certificaton# ~ AR032281
Or State License #
Dala Pro I ted Au ust 18, 2017
om

State
State

TOBES$ 25,000

SUPERVISORY APPRAISER (ONLY IF REQUIRED):

Si_nature

Name

DateR 1S ned
State Certification #

Qr State License #
Dats Pr Ins ected

Did DidNet Ins ctProe
e,

Brentwood Property Appraisal Inc.

State
State

100708192010



FLOORPLAN SKETCH

Borrower: AOL investments LLC File No.; 3702427
Proy~ .y Address: 2664 The Strand Case No.: 7166673538
C' : Hermosa Beach State; CA Zi 190254

Cornerica Bank

231 24ft
Bedroom Living
tair
tair —|'—‘
Bath
= g . =
g = Kitchen Diniing * First Floor
{Area: 1296 fF]
Bath Bedroom
&
o T aundry path
Bedroom
Office Bedroom
Half B th
158 248
Second Floor -
Bath @
[Area: 1837 14k 261t
&= n3 - =
Rec Room = 2 2 CarBuiltin 5
« - [Area: 520117 o
23f 26t
121t
54T {067
ZaRx 107

Jolx 160~




DIMENSION LIST ADDENDUM

Borrower: AOL Investments LLC File No.: 3702427
Preown Address: 2654 The Strand Case No.: 7166673538
Ci : Hermosa Beach State: CA 1 90254
Lende - Bank
GROSS BUILDING AREA (GBA) 3,133
GROSS LIVING AREA (GLA) 3,133
Arcals) Area %afGLA  %of GBA
Living 3133 100.00
Level 1 1,296 41.37 _41.37
Level 2 1.837 58.63 _58.63
Level 3 0 0.00 0.00
Other 1] 0.00 0.00
GBA
Basamant D 0
Garage 520 -
Area Measuraments Area Type
Measurements Factor Total Level1 Level2 Level3 Other Bsmi Garage
5400 x _ 2400 x 100 - _129600 [ [ O O []
2400 x 54.00 x _1.00 = 1,296.00 [ (| X) L ) B
9.00 x 9.00 x _1.00 - 81.00 ) (X L] a L]
20.00 23.00 x _1.00 - 460.00 L [X] | | | |
2600 v _2000 x 100 - 52000 (] [J [ [ [X]
X X = = % = =4 .
—_— X = Lo - . — .
X oo X e = L L] -, Lo L)
¥ X — N pe— o P
X % = =t S — = =
x X = L L] = L -
X x = ju- - — b s
X X = =t Lol = ==, )
X X = - — — L E =
X x = L L L - -
X X = e e = ) =
X X = - — - o L
x X = - - - L —
x x = L - - L -
X X = — L =3 = _
X X = o] = — = -
X X = — — — et » i
X x = o, — bt Doy = ey
X X = e Lo Lt ted =
X x = = — = = S
X X = ? L . — E —
X X = L ] L= = o=
X X = b ey Sy r— =
X % = L) L - L L)
X X = L -l L ! - -
x % = — - Ll et =
X x = — L] L b= -
X X = - — e o . o
X X = - - = . ]
X X = - L - -
A X = —— L— = : ==
X (—_- % — = L L e st —
X ¥ e = — —_ = bed L
 —_— = = = = = o
- X = — L e = E by
X — X = L] - L) == : —
X X = = e st == E e
X o X — et = L ] et =
X — X = — o) - - ot
XN A e s L o L= e ==
X e ¥ = = == b = -
X —— ¥ — = el L = = : —
X — X = - - - - : et
| S S —— - Lo o] — g L
X — X e = S |/ Ly — e
X - X — = -, - = P T
X X — = L L - — : =
e 5 H 8 8 8 d

e wewacebon



Botrower: AQL Invesiments LLC
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LOCATION MAP
Borrower: AQL Investments LLC
Proi.e - Address: 2654 The Strand

File No.; 3702427
! ~  No.: 7166673538
E 1 emmosa Beach State: CA Zi : 90254
X
% T
% 3
Comparable Salg 1
2400 The Strand Marie
tantiattan Beach, CA 00266 a
1.48 mites NwW
RN Comparahle Saled
2 1812 The Strand
Manhaitan Beach, CA 90268
1.2F-mitas MW
Marh
“FWd
Carmparable Sale 3 %Q.hfa ttan
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Mar;hanaq :‘;3““- CA80286 M. * Comparable Renfal 3
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Kanhattan Beach, CA 30258
0.46 riles N Swesy
&
Cariparable Sale 4
3320 The Strand
Hermosa Beach, CA 80254
8:26 thiles Mwy
Subjact vaoer *
2654 The Strand 0.
Hérmosa Baach, CA 80254 Aye
)
Comparable Sale &
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AERIAL MAP

Borrower: AOL Investments LLC File No.: 3702427
Prorer!v Address: 2654 The Strand Case No.: 7166673538
Ci : Hermosa Beach State: CA : 90254

1 12 Comerica Bank

Subject
2654 The Strand
Hertmosa Beach, CA 90254



FLOOD MAP

Borrower: AOL Investments LLC FileNo.: 3702427
P{y; e Address: 2654 The ™ : Case No.: 7166673538
G’ : Hermosa Beach State: CA Zi : 90254

Lander: Comerica Bank

f_’:‘ s 8 . N 1
N :wm;rz-_- aviba Pt
1985 -5
? 3
@ H o
£
R
3 o5
Subject
2654 The Strand
Hermosa Beach, CA 90254
Gra: A
N B
""A&,ﬁ‘é? ' i‘u.
P
ek Ao dn €ZUNT Goncid
FLOGD INFORMATION LEGEND
Community: CITY OF HERMOSA BEACH = FEMA Spoaal Flesd Hazard Asea Risk
Propedly is NOT in a FEMA Special Flood Hazard Area
Map Number: 06037C1907F = Maderate and iMinimal Risk Areas
Panei:;‘l 907F Road View:
Zone: X Forast ot
N . = FOTeY =
Map Date: 09-26-2008 ® atar
FIPS: 06037
Source: FEMA DFIRM
Sky Flood™
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Borrower: AOL Investments LLC
Pro'e Address: 2654 The Sfrand
Cirv: Hermosa Beach

Lender: Comerica Bank

SUBJECT PROPERTY PHOTO ADDENDUM

File No.. 3702427
Case No.: 7166673538
M-+ CA Zl " 90254

FRONT VIEW OF
SUBJECT PROPERTY

Appraised Date: August 18, 2017
Appraised Value: $ 9,200,000

REAR VIEW OF
SUBJECT PROPERTY

STREET SCENE



COMPARABLE PROPERTY PHOTO ADDENDUM

Borrower: AOL Investments LLC File No.: 3702427
Pro' e Address: 2654 The Strand Case No.: 7166673538
Ci.v: Hermosa Beach State: CA 7 : 90254

Lender: Comerica Bank

COMPARABLE SALE #1

2400 The Strand

Manhattan Beach, CA 90266
Sale Date; s08/17;c06/17
Sale Price: § 11,900,000

COMPARABLE SALE #2

802 The Strand

Hermmosa Beach, CA 90254
Sale Date: s05/17;c05/17
Sale Price: § 8,900,000

COMPARABLE SALE #3

716 The Strand

Manhattan Beach, CA 90266
Sale Date: s01/17;,¢11/16
Sale Price: $ 9,300,000



COMPARABLE PROPERTY PHOTQ ADDENDUM

Borrower: AOL Invastments LLC FileNo.: 3702427
Pro ¢ Address: 2654 The Strand Case No.: 7166673538
e i State: CA " 90254
Comerica Bank
COMPARABLE SALE #4
3320 The Strand

Hermosa Beach, CA 90254
Sale Date: s10/16;¢10/16
Sale Price: § 8,350,000

COMPARABLE SALE #5

1912 The Strand

Manhattan Beach, CA 90266
Sale Date: Active

Sale Price: $ 11,990,000

COMPARABLE SALE #6

1918 The Strand

Hermosa Beach, CA 90254
Sale Date: Active

Sale Price: § 7,400,000



Borrower: AOL. Investments LLC File No.: 3702427
Pro e Address: 2654 The Strand Case No.: 7166673538

Ci. : Hermosa Beach State: CA Ziv: 90254
ender. Comerica Bank

Second Street Scene

Alloy View

Alley View

mwy 2 00.234. L om H o



Borrower; AOL Investments LLC Pile No.: 3702427

Pro Address: 2654 The Strand Case No.: 7166673538
N Lo Pose T Zi : 90254
side View
~
Courtyard
Bunker Under Garage

usg S0 a0 W EGweE Com



Borrower: AOL Investments LLC File No.: 3702427
Pr e Address: 2654 The Strand Case No.: 7166673538

Ci..; Hermosa Beach State: CA Ziv: 90254
Lender: Comerica Bank

Bunker Under Garage

View

Living Room



Borrower: AOL Investments LLC
Pro e -Address: 2654 The Strand
Gir-: Hermosa Beach

Lender; Comerica Bank

State: CA

WY BWE3.C0M

File No.: 3702427
Case No.: 7166673538
190254

Dining room

Kitchen

Laundry



Borrower. AOL Investments LLC
Pro e Address: 2654 The Strand
C'+: Hormosa Beach

Lender: Comerica Bank

o

State: CA

com

File No.: 3702427
Gase No.; 7166673538
T . 90254

Powder

Bath

Bath

wE2AT



Borrower: AOL Investments LLC File No.: 3702427

Pro e Address: 2654 The Strand Case No.: 7166673538
Gin; Hermosa Beach -t CA Zi : 90254
Lender: Comerica Bank

Bath

Bath Opposite

Bath

ucequsng  software, B0 bl <com



Borrower: AOL Investments LLC File No.: 3702427
Pro Address: 2654 The Strand Case No.: 7166673538

Civ: Hermosa Beach State: CA 2ic 90254
Lender: Comerica Bank

Master Bedroom

Bedroom {(used as closet)

Bedroom



Borrower: AOL Investments LLC File Na.: 3702427

Pro Address: 2654 The Strand Case No.: 7166673538
Giv: Hermosa Beach State: CA = . 90254
Lender: Comerica Bank

Bedroom
Den/Office
i
]
View



Borrower: AOL Investments LLG FileNo.: 3702427
Pra  ‘Address: 2654 The Strand Case No.; 7166673538
i * Harminea Raach State: CA = . goo54
Lender: Comerica Bank
View
View
Rec¢ Room

usng re, 000234  www.acvescom



Borrower: AOL Investments LLC File No.: 3702427
Pro Address: 2654 The Strand Case No.: 7166673538

Ci., Hermosa Beach State: CA Zir: 90254
Lender: Comerica Bank

Wet Bar in Rec Roam

Stairs to Alley

Garage

[ — [ cs212m3



Borrower: AQOL investments LLG
Pro e  Address: 2654 The Strand

City; Hermosa Beach

L

. Comerica Bank

FileNo.: 3702427
7

Slaie: CA 190254

Fire Detection

‘Wail Heaf

smcke deteciar

000LEC USING KC SNRAR 9 6 ndi  YASIURESOOID.

RiJusE



Borrower: AOL investments LLC FileNo.: 3702427

Pro e  Address: 2654 The Strand Case:No.: 7166673538

Ci : Hermosa Beach Qintar CA P . annes
L:ender: Comerica Bank

Security

smoke detector

water heater



Borrower: AOL Investments LLC File No.. 3702427

Pro ~ Address: 2654 The Strand Case No.: 7166673538
Ci..: Hermosa Beach State: CA = 90254
Lender: Conierica Bank

CO detactor

CO dstector

) Additional view
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File No.:

Bomower: AOL Investmants LLC
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e
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Zi

State: CA
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7166673538
USPAP ADDENDUM File No. 3702427

Borrower: AOL Investments LLC
Property Address: 2654 The Strand

City: Hermosa Beach County: Los An eles State: CA Zip Code: 90254
Lender: Comerica Bank

Reasonable Exposure Time
My apinion of a reasonable exposure time for the subject property al the market value stated in this report is: ~ Under 8 months

The subject's estimated exposure time, at the appralsed value, is under 6 months. This is typical for the subject’s neighborhood and
competing marketing area. Exposure time is directly associated with the appraised value and is considered to be prior to the effective
date of the appraisal. The exposure time estimate Is based upon the comparables perfarmance as well as the typical axposurs time
evidenced by the interviews of market participants and analysis of listing to closing dates indicated in MLS for the area. This is providing
that the listing price is reasonable and consistent with the market.

Additional Centifications

I have performed NQ services, as an appraiser o in any other capacity, regarding the property that is the subject of this report within the three-year
perind immediately preceding acceptance of this assignment.

[ HAVE performed services, as an appraiser or in another capaclty, regarding the praperty that Is the subject of this report within the three-year
period immediately preceding acceptance of this assignment. Those services are described in the comments below.

Additional Comments
APPRAISER: SUPERVISORY APPRAISER (only if required):
Signature: ) Signature:
Name: Jac uali e Peltier Name:
Date Signed: 09/05/2017 Date Signed:
State Certification #: AR032281 State Certification #:
or State License #: or State License #:
ar Other (describe): : State #: State:
State: CA Expiration Date of Certication or License:
Expiration Date of Certification or License: 10/30/2017 Supenvisory Appraiser inspection of Subject Property:
Effective Dale of Appraisal: AU ust 18,2017 DidNot (] Exterior-only from strest Interior and Exteriar

Produced usicg AC) sotware, 600.234 5727 www aciwel com USPAP_14NT 04272015



Borrower: ACL Investments LLC FileNo.: 3702427
Prn .., Address: 2654 The Strand Case No.: 7166673538
Ci ' Hermosa Beach State: CA Zi : 90254

LEXINGTON INSURANCE COMPANY
WILMINGTON, DELAWARE
‘Aduirisicptives OfFces ~ 99 High Stoet Flooe 29, Boston. Masssbrctts02118-231 40

Cartiicate Mumber: 01607420300
This Certificats foms A part of Master Pollcy Nuibés: 018389876-04
Renewal of Mastar Policy Numbaer : 01838987603

YOUR RISK PURCHASING GROUP-MASTER POLICY IS A CLAMS MADE POLICY.
READ THE ATTACHED MASTER POLICY CAREFULLY,

THE AMERICAN ACADEMY OF STATE CERTIFIED APPRAISERS
GERTIFICATE DECLARATIONS

1. Namve and Address of Certificate Holder:  Sain Vie, Inc. and
dacqueline A. Paltier
220 §. Helberta Avenue, Unk B

Redanda Beach CA 80277
2. Certificate Pesiod: Effective Date:  0B/13M7 15 Expiration Date:  O6M3ME

1204 am. Local Time 2l the Adtss of e Wisted
2a3. Retroactive Date: 05H308

1201 a1m. Locai T At 1ho AGAress of tha incuwnd.
3. Limit of Liabliity: s 1,000,000 each claim
$ 2,000,000 aggregats firsit

4. Deéductble: 1,000 each cloim
5. Professional Covered Services insured by this policy are: REAL ESTATE AP RAISAL SERVICES
& Advance Ceitificate Holder Premium: $ 984
7. Minimum Eapved Premium; 2% or 3 248
Foris and Endarsemaents:

PREG 3512 (12/15) Real Estate Appraisers Professional Liability Coverage Form, PRG 2078 (01/17) Addendum to the
Declarations, PRG 3935{2/16) Premises Liability Coverage Amendalory Endorsement, 89644 (6/13) Ecormmic Sanctivns
Endofsemem 91222 (09/18) Policyholdes Notice, 118477 (03/15) Poflcyholder Notice, PRG 3150 (10/05) Real Estate
Appraisers Ptufeawd Liability insurance Dedlarations

Additional Endorsements applicabis to this Certificate only:
PRG 3638 {05/13) Coningent Resal Estate Appraigal Managernent Company Extension.
Agency Naive and Address:; INTERCORP, INC.
§438-F Wast Main Stroet
Ephrata, PA 17522-1349

IF ISHERESY UNDERSTOOD AND AG  £D IHAT THEC  TIFICATE HOLDER AGREES TO ALL TERMS AND CONDITIONS AS
SET FORTH !N THEATTACHED MASTER POLIGY.

THIS POLICY IS, ISSUED BY YOUR RISK PURCHASING GROUP INSURER WHICH MAY NOT BE SUBJECY TO ALL OF THE
INSURANCE LAWS AND REGULATICNS OF YOUR STATE. STATE INSURANCE INSOLVENGY GUARANTY FUNDS ARE NOT
AVAILABLE FOR YOUR RISK PURCHASING GRQUP INGURER.

Q&M’U .m-wa ¥ County: Los Anigeles
Authorized Representative OR
Countﬂsnm’c {in states where applicable} Date: Apnl 21, 2017

PRE 3152 (10/05)






JOHNNY O. LOPEZ
2666 THE STRAND
HERMOSA BEACH, CA 90254

May 7, 2021

California Coastal Commission
¢/o South Coast District

301 E. Ocean Blvd., Suite 300
Long Beach, CA 90802

Re: 2654 and 2666 The Strand, Hermosa Beach
Meeting Date: May 13, 2021; Agenda Item No. Thl4e
Project Support

Dear Honorable Commissioners:

I am the applicant for the above-referenced project. My wife Lisa and | have four children, three
daughters and a son ages - twenty-two, nineteen, seventeen, and fifteen. We moved to Hermosa
Beach in the fall of 2013 looking for a simpler and healthier life. The proposed project would
result in a home that could support multigenerational living, a lifestyle concept that is
commonplace and an honored tradition in my culture. The importance of this caregiving lifestyle
has been particularly evident during the ongoing pandemic..

Our family is close knit and has many examples of multigenerational living. My wife’s
grandmother has lived with my mother-in-law and father-in-law for fifty years. She is 101 years
old and is cared for with dignity and grace by my mother-in-law in their residence. My mother-
in-law also cared for her husband, at their home for approximately six years, after he suffered a
debilitating stroke and until his passing in 2017.

In 2008, prior to our moving to Hermosa Beach, while battling colon cancer my brother-in-law
stayed with us in our guest room for almost a month so he could comfortably be with his sister,
nieces, nephew and me prior to his passing. My brother-in-law cherished his time with us and
was comfortable as our guest as he knew he would only be with us a short time. We would not
have been able to host him in our home or spend the necessary time to prepare for his passing
had it not been for the home’s size and layout. Since his passing, Lisa and | have made it our
mission to be in a position to offer our family comfort by having a residence capable of
accommodating any relative in need without displacing our own family. At the age of forty-two,
Pablo Vitar passed and is survived by his three children and widow. His children are the same
ages as our children. Yet another example of our commitment to family, we bring Pablo’s children
with us on vacation, and they spend a good amount of time with us in Hermosa Beach.
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2666 The Strand, designed by Louie Tomaro - Architect, was purchased in 2013. With its tasteful
design and Strand water feature, our home is complimented by visitors and local residents on a
daily basis. When we bought our home, we did not originally set out with the intent to acquire
an adjacent property. Nevertheless, our neighbors were elderly and widowed, and we were
aware of examples of larger homes built on more than one lot along The Strand that had been
approved by the Coastal Commission within the last ten years. One example of such a home,
10,517 square feet on two lots, is just 1,000 feet to the south of us at 2408 The Strand.

In 2017, our neighbor to the south passed away. Consequently, her children looked to us to
provide them with a friendly and straightforward transaction and offered us the opportunity to
purchase 2654 The Strand. Given this circumstance, a new and more appropriate direction for
our family was established. To secure our expansion objectives, we paid a premium for the
property. Consequently, we began to work with Louie Tomaro in 2017 to preserve the aesthetics
and intent of the original design, as he had elegantly completed one of the most attractive new
homes along the Strand. The Hermosa Beach community has become our home and is a loving
retreat for our family.

The history and background provided above are relevant examples of how our families have risen
to the challenge of providing for family members in need. More than ever before, our family will
look to Lisa and me to provide pragmatic solutions to our families’ requirements. With my
father’s passing in late February, without doubt, we will be called upon to step in and care for my
mother. Our being in a position to continue to accommodate any myriad of family situations is
unequivocally dependent upon the merging of 2654 and 2666 The Strand.

Covid-19

Ezekiel Emanuel: Member, Biden-Harris Covid-19 Advisory Board and Chair of the Department
of Medical Ethics and Health Policy, University of Pennsylvania
What will we be craving in a post-pandemic world?

First, we all want security. The pandemic has filled us with uncertainty and
insecurity. The natural response is to want security. This means security in
having an income, childcare, family leave and other things necessary to care
for your family during a pandemic. Every country will have to critically
evaluate its social safety net and shore it up.

Our living with a global pandemic over the last year has taught us we have to be selfsustained
and the key to a selfsustained household is a home which can comfortably accommodate our
four children and aging parents. In the last year, we have outgrown our current home. We have
four children taking school courses at home as well as both Lisa and | are working out of our
home. Furthermore, | have zero visibility as to when | will go back to work at our offices. 2654



California Coastal Commission
May 7, 2021
Page 3

and 2666 The Strand have been conscientiously designed with rooms for all four of our children,
several kitchens, an office and guest suite(s).

“The 60-and-up workforce increasingly will be reluctant to work anywhere but
from home.” Ken Dychtwald, CEO of Age Wave, a think tank on aging around
the world

While many families have been faced with this same dilemma, during the Covid-19 pandemic,
they may have had the choice of possibly buying a more significant home or remodeling their
current home to accommodate their needs. We, as a result of the sizable investment we have in
both 2666 and 2654 The Strand, do not have those options. Our only alternative to address
parents living with their children, quarantine, restaurant, theatre, and fitness center closures is
to bring these two homes together as presented to the Coastal Commission.

Moreover, we have all witnessed the ineffectiveness of retirement or assisted living facilities for
the elderly in the wake of a pandemic. My wife’s grandmother and my father, who just passed of
Alzheimer’s disease on February 24, were not subject to the risk of living in a facility, because
they lived and were devotedly cared for at home.

Dr. Ronan Factora, a geriatrician at Cleveland Clinic, said “Because of so many
COVID-19 deaths in nursing homes, more seniors will leave assisted living
facilities and nursing homes to move in with their families.”

Lisa and 1 will not compromise the physical or mental health of our parents. To avoid isolation, at
the appropriate time, they will live with us and safely be surrounded by their children and
grandchildren.

Depression will skyrocket among older people who isolate from family get-
togethers and gatherings, said Dr. Mehrdad Ayati, professor geriatric
medicine Stanford University School of Medicine and advises the U.S. Senate
Special Committee on Aging. “As the older population pulls back from
engaging in society, this is a very bad thing.”

In the aftermath of the pandemic, no one can assure us this type of infectious disease and the
subsequent shut down can be avoided in the future. Therefore, it is incumbent upon Lisa and |,
as family stewards, to be in a position to protect our family by immediately utilizing our
contiguous Hermosa Beach real estate assets as presented to the Coastal Commission.

My wife and 1 will continue our family’s legacy of responsibly caring for our loved ones in our
home. Given the investment we have made in the real estate, the selection of one of the South
Bay’s most prominent architects, and that the submission we have made as a family is well within
our rights and the law - our path forward is clear. The only way for us to accomplish our stated
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family objectives is to lawfully move forward with the plans submitted to the Coastal
Commission.

Sincerely,

K5

Johnny O. Lopez
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