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SUBJECT:

2212 Beach Boulevard Developer Selection Update

RECOMMENDED ACTION:

No action needed; informational report only

STAFF CONTACT:
Anne Stedler, Economic Development Manager
(650) 738-7402

stedlera@ci.pacifica.ca.us

BACKGROUND/DISCUSSION:

This report provides an update to Council and the Community on the status of the developer
selection process related to the development of City-owned property at 2212 Beach Boulevard.
The developer selection process includes the following specific steps:

[1 Issue Request for Qualifications (RFQ) - Fall 2015

[1 Analyze Qualifications - February 2016

[ Interview Competing Developers/Operators - February 2016

[1 Issue Request for Proposals (RFP); invite selected respondents to submit - March 2016
[1 Analyze Proposals - May 2016

[1 Select Developer/Operator team to continue - TBD

O

Negotiate Agreements

The City Council articulated a vision for Pacifica that is focused on optimizing the City’s
Economic Development opportunities as a way to ensure the City’s fiscal sustainability.

Inherent in the vision is the need to achieve economic sustainability while honoring the elements
of Pacifica that are loved and appreciated by residents. This means careful strategic
development that enhances our shared quality of life.

On June 8, 2015, the City Council unanimously adopted a Work Plan for 2015-16 that, in
addition to listing economic development as its #1 priority, includes development of the City-
owned property at 2212 Beach Boulevard (also known as the “Beach Boulevard” Project) as its



#2 Priority (in concert with completing the Palmetto Streetscape project).

Related to the development of Beach Blvd. is the realization of the community’s vision for a new
Pacifica Library, also listed in the Work Plan as a high priority (#9). The library project is
planned for the corner of Palmetto and Montecito Avenues and shares the Beach Boulevard site
with the proposed hotel development.

Request to Developer: Create a Vision for a Place and an Experience in a World-Class
Setting

The RFQ (Attachment A) asked the developers/operators and their architects to consider the
natural surroundings at 2212 Beach Boulevard and formulate a vision they believe is
appropriate to this rare, remarkable coastal setting. This means the buildings and activities they
create on the site should respond to the unique environment. The vision should invite
experiences that are especially memorable, whether walking through or visiting the property, or
hosting a dinner or family vacation. The RFQ asked developers to create a vision for:

[1 A place and a visitor experience comparable to the world-class natural beauty of the
setting.

The RFQ also asked the developers to show that their experience and track record equips them
to develop this site.

This update outlines the information gathered so far in the selection process and concludes with
next steps including the remainder of the selection process and the opportunity for public
comment. The attachments include developers’ vision statements (some with illustrative photos)
and selected photos of their existing hotels.

Developers/Operators Respond to RFQ, Council Priorities and Development Goals

The developers/operators who submitted their qualifications may be characterized as unusually
entrepreneurial individuals who are more adventuresome in choosing the sites and the
communities where they build and operate. They have requirements for feasibility, but are not
restricted to a corporate formula.

They see the opportunity in this site because of its stunning oceanfront location, scenic open
spaces and proximity to SFO and nearby business centers. All have visited and some stayed
overnight in existing hotels and walked to Mori Point from the site. They respect the City
Council’s high priority for both the 2212 Beach Boulevard development and Palmetto "Main
Street" as well as the City’s goals for the project that include the following:

[0 Anchor Palmetto as our “Main Street;”
[1 Strengthen Pacifica’s hotel sector; and,
[1 Increase transient occupancy tax revenues.

These entrepreneurs have, for the most part, earned sufficient financial independence to make
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their own decisions, and to build and own properties. As a group, they tend to have:
[1 Started their business from small beginnings;
[1 Built financial resources and partnerships;
[1 Developed properties that are, in many cases, “outside the box;”
[1 Gone into unproven markets and challenging locations;

[T Worked with their franchisor (Marriot or Hilton, for example) to create an interior and
exterior finishes that are unique to the hotel and the location rather than accepting the
corporate standard;

[1 Been involved with their community, sitting on the boards of BID’s or local banks,
winning awards from local business associations, etc.;

[1  Won acceptance by more than one hotel corporation (for franchise agreements) and
therefor can choose among a variety of brands according to their sense of the best fit for
the market and opportunity; and

[1 Intwo cases the entrepreneurs are and/or have been development partners with cities
through public private partnerships.

As a result, they offer a track record of success, established relationships, and a range of hotel
branding and positioning options. For example, an unbranded boutique hotel is suggested by
one developer/operator, and a variety of franchise brands by others such as: Fairfield Inn,
Springhill Suites, Hampton Inn, Aloft and Tribute, from the Hilton, Marriott and Starwood families
of brands. The developers/operators tend to hold and operate the property for the long term, to
participate in the community, and join local Business Improvement Districts (BID). Some
include a restaurant, some retail, and two include a residential component in addition to the
hotel.

Developer/Operators’ Initial Suggestions and Team Profiles

The six developer/operators are listed below in alphabetical order. Vision statements, in the
developer/operators' words, and selected photos of their existing hotels, are provided
(Attachment B). It is important to remember that the RFQ submittals are preliminary and likely
to be refined and sometimes changed significantly as the developers/operators study the site in
more detail. The ideas discussed in this letter and the referenced submittals are the developers’
initial reactions to the site and the market. The full submittals also show the strength and nature
of a developer/operator’s experience and industry relationships.

The developers, in this initial phase, suggested a range of hotel rooms mostly between 100 and
150 with some lower and some higher. The restaurant ideas ranged from a small 30-seat
restaurant to a larger restaurant, or two restaurants. Retail was included in only a few proposals.
For the two developers who suggested housing, one included about 40 units; the other did not
specify a range or number. Some considered reuse of the 2-story administration building (where
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the City Council currently holds meetings) for a restaurant and retail space. Some consider
surface parking while others are studying the extent and feasibility of underground or partially
underground parking. All are considering the possibility of shared parking among the different

uses.

All the developer/operators are committed to weekday business travelers and expect to offer
some level of conference rooms, and want to be able to reserve the large meeting space in the
proposed Library for large events or meetings.

>

.

A F Canta & Team

Experience: Team with diverse expertise throughout California and in other states.
Strong design vision even at RFQ Phase reflects interest in this site for last two years.

Vision: Unbranded boutique hotel with rehab of Administration building into restaurant
and retail, plus more retail. Also includes a housing component.
Friend Hotel Group

Experience: Experienced hotel developer with strong track record of success in large
and medium-sized hotels targeted to both leisure and business travel. Chooses custom
design of franchise hotels.

Vision: Franchise hotel (brand TBD) with surface parking and restaurant.
KAMLA Hotels

Experience: Developer/operator owns historic coastal hotels with restaurant; develops
new hotels in small cities outside urban core. Won competition for private/public
partnership in smaller Los Angeles-area city.

Vision: Marriott brand (Spring Hill Suites) with restaurant and retail.
Peebles Corporation

Experience: Strong track record of public private partnerships on complex visible
projects, including hotel, housing, and office uses. Also includes a housing component.

Vision: Starwood Hotel (Aloft or Tribute brands), restaurant. Housing component.
Rahm Investments

Experience: Experienced developer/operator with properties in Texas and coastal
California. Recognized for custom designed interiors in Marriott and Hilton franchised
properties.

Vision: Two franchise hotels for short term and extended stay visitors. Two designs to
respect both Palmetto and ocean front ambience. Track record of community
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involvement.
» StonePark Capital

[1 Experience: entrepreneurial partnership focused on building hotels along California
coast. Partner with experienced hotel operator, Pacific Inns. Public/private partnership
experience.

[1 Vision: Choice of hotel brands; interested in working with cities; work with community
through approvals.

To view the full set of materials submitted by the development teams, please visit:
www.cityofpacifica.org/hotelopp

Marketplace Affirms Beach Boulevard for Hotel Development

The hotel industry in the United States has experienced unexpectedly strong growth in the last
three years, including new hotels with recognized brands, new brands and unbranded boutique
properties. The growth is particularly strong in leading urban markets, including the San
Francisco area. The high number of quality RFQ responses confirms that Pacifica can gain, too,
in this exceptionally strong market cycle. Despite the fact Pacifica has long been considered a
tertiary market at best, and rarely recognized for its proximity to San Francisco or SFO, it can
obviously attract experienced hotel developers/operators. This is a never-before opportunity to
strengthen Pacifica’s hospitality sector, its core economy.

Hotel developers considering the RFQ repeatedly said Pacifica’s hotels are performing well in
this market, and the market for additional hotel rooms, particularly for new product, and a range
of choices is highly attractive. The City’s hotel consultant (retained to assist in the selection
process) who studies the Pacifica market and the larger Bay Area market stated that:

[1 The additional variety of accommodations and price points at the proposed new hotel
would strengthen Pacifica as a hotel market, and solidify its place in the San Francisco
area hotel market.

[1 Pacifica’s geographic proximity to San Francisco, the Peninsula and to BART wiill
become better known among business travelers and will help fill hotel rooms and
restaurants more easily during the weekdays.

[1 The hotels suggested in the qualifications phase represent brands and/or market
segments not currently in Pacifica. Each proposed hotel would bring in loyal customers
via their central reservation systems or targeted marketing. In effect, this will increase
Pacifica’s visibility as a travel destination and the City’s presence on the internet.

Hotels Bring Benefits to the Community and the City

In the budget discussion before the Council, it has been clear that transient occupancy tax is a
major benefit to the City because the entire amount collected comes to the city. A new hotel
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and restaurant development will contribute transient occupancy tax revenue as well as sales
and property tax revenue. Therefore, a new hotel will be a major source of revenue to the city.

In addition to tax revenue, the anticipated new development provides services to both residents
and visitors including places for guests to stay, to have memorable meals, and to hold
community meetings. Pacifica hotel guests also shop (and pay taxes) at other businesses,
particularly restaurants, gas stations and visitor-oriented retail stores. This increases sales in
the business community as a whole, and helps keep these businesses successful. In other
words, visitor dollars circulate through the local economy to multiple businesses and employees.

In a bedroom community where the workforce leaves town and is away most hours of the day,
visitors in hotels are critical to the local economy. The visitor-serving hotel sector is also well-
aligned with Pacifica’s core assets: its scenic beauty. Finally, Pacifica offers the nearest coastal
experience for the regional population and for San Francisco's leisure and business visitors.

Next Steps in Selection Process
Staff has invited all six developer/operator teams to submit proposals as outlined in the Request
for Proposal document (RFP). (Attachment C).

[1 Each developer will test their vision to confirm feasibility. They will complete a plan for
the site in sketches and a proforma (budget with costs and revenue).

[1 The City’s team will evaluate each proposal to assess:
o Financial feasibility at this stage of the process;

0 Site design and function as a desirable hotel environment for the overnight and
daytime guests;

o0 Quality of the relationship with the adjacent proposed library; and
o Ability to meet the City’s goals for the site.

Once the proposal analysis is complete, staff will return to Council with a report and
recommendation. Following the selection of the successful developer and Council’s direction on
terms and conditions, staff will enter into exclusive negotiations to prepare for an Option to
Purchase and Develop 2212 Beach Boulevard. The final agreement will require City Council
review and approval. The process of entitlements from the City of Pacifica and the California
Coastal Commission begins thereatfter.

CONCLUSION

The City received responses to the Request for Qualifications from six highly qualified
development teams interested in the Beach Boulevard site. This level and quality of interest
affirms Pacifica as a desirable location for the hospitality industry.

And, importantly, the RFQ process shows that Pacifica can support and strengthen its existing
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hotel and visitor-serving business community by adding additional rooms, with added benefits to
business and residential community as a whole, and to City tax revenue. These broad benefits
support the Council’s strategic decisions, dating back to the Leland planning work in 2010, to
develop the site, and therefore create benefits that support the quality of life and align with
Pacifica’s natural coastal open spaces.

FISCAL IMPACT:

There are no fiscal impacts associated with completing the RFP process of selecting a
developer for Beach Boulevard. Fiscal Impact will be considered when specific proposal(s) for
development are brought forward for City Council review.

ORIGINATED BY:

City Manager's Office

ATTACHMENT LIST:

Attachment A: Request for Qualifications (RFQ) (PDF)
ATTACHMENT B CCSR 3 28 16 .pdf (PDF)
Attachment C: Request for Proposals (RFP) (DOCX)
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