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Office of the City Cterk

Bobby Richards
Mayor Pro Tem

City of Carmel-by-the-5ea
P.O. Box CC

Carmel-by-the-Sea, CA 93921
letsgocarmel@gmail.com

Dear Mayor Pro Tem Richards:

As a member of the Affordable Housing Alternatives group, I am interested in helping Carmel find
alternatives to concentrating the majority of Carmel's new affordable housing on just 3 publicly

owned properties, and finding other private properties throughout Carmel on which this housing

can feasibly be built. ConcentratinB that much affordable housing on just 3 parcels is inequitable
and bad public policy. Carmel can and should work with the prlvate sector to find real alternatives.

Those proposed modifications are described in the enclosed materials, which includes an executive
summary and a white paper that proposes specific policy language for the Housing Element.

The Wayside lnn currently provides 22 hotel rooms and could be converted into at least that many

affordable units. The Wayside lnn is interested and motivated in exploring creating new affordable
housing on-site in exchange for being allowed to transfer its hotel development rights to another
site.

I understand the City Council will be meeting in special session on Monday, July 8, to discuss

alternatives to concentrating affordable housing on the 3 public sites. I hope the Council finds the
enclosed concepts helpful to that discussion.

Mark Watson

General Manager

lnns-by-the-Sea
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Carmel's stock of existing hotels-many of which used to be apartment buildings-should be able

to provide allthe new affordable housing currently proposed for those 3 publicly owned properties,
provide additional revenues for Carmel, diversity carmel's hotel stock, and solve the city's parking
problems, if certain modifications to the Housing Element are made. Those modifications propose

expanding existing programs that allow hotels to transfer their hotel development rights to new

hotel developments if they agree to build affordable housing on the current hotel sites.



White Paoer on Hotel-Housing-Sites Alternative

Catmel's certified Housing Element calls for concenttating the maiodty of the new
exuemelyJow Income, very low income, low income, and modetate income housing units
the State is requidng on just 3 public propeties: two at Sunset Center and a third at a

public works site (Yista Lobos). On those 3 public propetties, Housirg Element Pohcy
1.1.B calls for concentrating 78 of the total 113 new extremely-low or veryJow income units,
46 of the 74 new low-income units, and, 25 of t\e 44 new moderate income units-with no
market-rate units:

Given the high cost of any new construcdon in Califomia, and the relatively low rents that
100%o lower-income housing like this retums, these developments will not be
economically feasible without significant taxpayer subsidies.

Rathet than concenffating most of this new, economically-infeasible, taxpayer-subsidized,
lorvet-income housing on iust 3 public sites, tlete is a bettet, altemative approach. This
altemative builds on cteative policies already in the Housing Element to generate additional
incentives to secute Prioate investment to build new affordable housingon piuate propertes
sprinkled throughout Catmel, while also ptovrding significant new sources of revenues for
Catmel.

The Housing Element recognizes Carmel's existing, aging, hotel stock as a potential
sigtrificant new source of affotdable housing in Carmel. Program 1.3.B akeady proposes to
allow hotels with commercial ot multi-family zoning on latger (>0.5 acre) sites to convert to
multi-family housing (with 75ok fifordable units) and to transfer theit hotel development
rights to new hotels. Ptogram 1.2.A priodtizes new water for new affordable housing.
Appendix B further explains that Carmel wiII ptor"ide an additional hotel room as a bonus:
"[a]s an incentive to commetcial ovemight visitor accommodation property owners to
ptovide on-site affotdable employee housing, the City will offet an additional ovemight
accommodation room for every onsite housing unit created."

If Program 1.3.B and Appendix B ate expanded, tley can create mote than enough new
affordable housing on private property throughout Carmel to avoid any need to
concefltrate the maiodty of Carmel's new low-income housing on the 3 public sites
Expanding these ptogtams will also generate significant new tevenues fot Catmel.

Income Group Public Properties designated fot BMR housing
.9mset Center North Srnrct Center Soulh Vista l-,obor

Extnnefi or Very I-.ow Income 20 30 28
ltw Income 10 25 17

Moderate Income 3 5 77

Abou Moderate Income 0 0 0



These
1)

existing policies should be expanded in four ways:
Allow all current hotel properties to participate in the ttansfet ofhotel development
rights, regatdless of size or zoning. Smallet (<0.5 actes) edsting hotel sites can also
be a location for affotdable housing. Even hotels with R-1 zoning can be
transitioned to affotdable-by-design housing, such as ADUS andJADUs.
Add additional incentives for hotel owners to ptovide affotdable housing at
increasing affordability levels: 1 additional hotel development right for every new
modetate-income unit created at that site; 2 additional hotel development rights fot
every low-income unit created; 3 additional hotel development rights fot every very-
low-income unit cteated; and 4 additional hotel development rights fot every
extremelyJow-income unit cteated.
Allow new hotels the option to incolporate residentiai-tesott suites into mixed-use
hotels. Mixed-use hotels incorporating tesidential-resort suites are a growing uend in
the hospitality industry. Residential-resot suites allow residents access to the fi.rll
tange of services, facilities, and amenities provided by the hotel. Newport Beach's
newly cetified Housing Element tecognizes and promotes residendal-resort suites.

Carmel's Housing Element should incorpotate a similar progtam, which would allow
up to 1 out of every 4 hotel development rights ftarisferred into a new hotel to be

used to create resott-residences. Hotel ownets who choose to participate h the
tesidential-resort-suite program will also be requfued to p^y an additional yeatiy fee to
Catmel equivalent to 7oh of tlle assessed value of each residential-tesort suite.
Require water providers to transfer water dghts of existing hotels ttansitioning to
affotdable housing to be ttansferted to new hotels participating ifl this program.

3)

4)

The necessary changes to the text of the Housing Element are shown in Attachment 1.

Expanding these policies to encoutage the creadon ofnew affotdable housing at existing
hotel sites, in exchange for additional transfets of hotei development rights including
residential-tesort suites, should not requiie Catmel to tezone any properties and should
improve patking. Any new hotels created will need to comply with the existing zoning at
their sites, and provide sufficient off-sueet parking for all guests and tesidents. The abiJity

to incorporate tesidential-resort suites into new hotels should ensure that even smallet new
or boutique hotels will be economically viable-all the whiie creating significant flew
affotdable housing on private (tathet than public) property.

2)



Aooendix 1: Prooosed Flousins Element changes

Deleted text in stdkee*

Added text in bold



Housing Element Dases 2-5 tlrlroroh 2-6



Housing Element Dases 2-10 throuch 2-11

Program 1.3.B: Ovemight Visitot Accommodation (Conversion) Development
Transfer Rights - AFFH

Pwsuant to Coastal Zone tequfuements, the City has tecognized existing ovemight visitor
accommodations (hotels/motels, inns, bed and breakfasts and other vatious lodging options)
as an important coastal visitor asset and economic base in the community. There are a

numbet of older, overnight visitor accommodations in the R-1, CC, RC, and SC zoning
districts, including some that ate non-conforming. Appcndix C provides a list of existing
eligible ovemight visitot accommodation locations. Ptoperty ownets of these establishments
are encouraged to considet tehabilitating these sites as mdd-frfidy rental tesidences. These
properties are distributed thtoughout the City and this policy would diversift the housing
stock through more cost-effecdve means of rehabilitating and refirrbishing existing
buildings.

As futher described in Appendix B, tThe City will incentivize both the transfet of
development dghts of ovemight visitot accommodations to other sites within commetcial
zoning districts, using existing zoning and so long as adequate off-street parking is
ptovided, and convetsion of existing ovemight visitor accommodation properties to mdti
family tesidences@. The ttansfer of these hotel
development dghts shall include the water rights associated with the hotel
transferring its development dghts. The transferred hotel development dghts are
valid for 3 years and may be used on any coffinetcial-zoned property within Camel
during that time. The *arne number of ovemight visitor accommodation rooms to serve
coastal visitot access in the City will be tetained or increased while increasing the affordable
mdti-famiJy housing tental stock.

The Gty ri eonduet ouaeaeh te propetty er-nets in addition te meeting armuafly with non-

ing+e
inF



Anoendix B-9 throuch B-10

Commercial Ovemight Visitor Accommodation

Pursuant to Coastal Zone tequirements, the City has recognized existing ovemight visitot
accommodation ftotel/motel/inn) as an important coastal \risitor asset and economic base

in the community. There are a number of older (some non-conforming) hotels/motels/inns
in the R-1, CC, RC, and SC zoning disricts, located in key ateas of the City. These

commercial establishments can be targeted for transition and the existing butldings

rehabilitated converted to permaneflt multi- family residences.

In an effort to maintain a strong residential component within the City, the Municipal Code

Section 17.56.060 includes numerical limits on the total number of hotel/motel/inn units;

however, the numerical limits increase the value of the existing commercial units and act as a

disintentive fot older establishments to be refurbished iflto multi-family units. The limit also

acts as a disincentive to add on-site employee housing because scarce square footage is more

valuable as an ovemight visitot accommodation use tathet than a residential use tltat serves

lower-income employees.

Enabling older ovemight visitot accornmodation commetcial uses to relocate to more

appropriate commercial sites while allowing the establishments to tetain the current number

of hotel/motel/inn rooms, would facilitate continued overnight tourism while diversiS the

housing stock by requiring the refurbishment of existing buildings to Permanent rental

housing. In otdet to encourage these properties to transition into petmanent multi-family
residences, and to retain the same numbet of existing ovemight visitot accommodation
rooms for coastal visitor access (as desired by the Califomia Coastal Comrnission), the City

will develop program 1.3.B to incentir&e both the ttansfer of development rights of
ovemight visitor accommodations to othet appropriate commercial sites while r€gpir:lrt
authorizing the convetsion of existing ovetnight visitot accommodation properties to
permanent rental mdti-frrBJf residences.

Additionally, the City has a number of ovemight visitor accommodadon propenies that

would greatly benefit from incorporating affordable on-site employee housing, which could
be used as worldotce and affofdable housing. These new rental permanent residential

units would alleviate the curent lack of housing options that many lowet income employees

that work at hotels/motels/inns in Carmel face. As an incentive to commefcial ovemight

r-isitor accommodation ptoperty owners to convert existing ovemight visitor
accommodation properties to permanefit fental properties, prora?e-o*'site-a$6otdable

ernet€ye€+offtn6 and, notwithstanding the limits of Municipal Code Section
1?.56.060, the City will offer an one additional transferrable overnight accommodation

toom fot every onsite moderate-income housing unit created, two additional ovemight
accommodation rooms for every onsite low'income housing unit created, three

additional ovemight accommodation looms fot every onsite very-low-income



housing unit created, and four additional ovemight accommodation rooms fot every
onsite extremely-low-income housing unit created.

As an additional incentive, l out of every 4 hotel development rights ttansfetted into
a new hotel may be used to create resoft-fesidences, which allow tesidents access to
the full range of sewices, facilities, and amenities provided by the hotel. Hotel
owners who choose to participate in the residential-tesort-suite ptogtam will also be
tequired to pay an additional yeady fee to Carmel equivalent to 17o of the assessed
value of each residential-resort suite.

This These incentives will serve to inctease affotdable tental housing, offset the loss of
revenues fot the business owners, and maintain visitot-serving coastal access.



Aooendix C-74 throush C-75

Yisier *eeernredatien sites listed in 'fable e 55; fir-e (9 meet the eligibility edteria fot
ites

e CitY
will develop an incentive program for property owners to encourage tle transfet of
development rights. Progam 1.3.B will monitor the implementation of the incentive
program (see Chapter 2).

Table € 56 Eligible Sites for Transfer of Development lHthts



Hotel-Transfer Program Executive Summary

Key Probtems:

1. To compty with State housing taw, Carmel needs to f ind alternatives to pubtic
properties tike Sunset Center and Vista Lobos for 149 affordabte new units.

2. To maintain and increase TOT revenues, Carmel needs to increase and diversify its
hotel stock, including new hotets with residential-resort suites.

3. To ensure adequate water supp[y, CarmeI needs to devetop programs to prioritize
new water sources for affordab[e housing.

4. To compty with new State parking mandates (AB 413), Carme[ needs to get hotet
parking off the streets.

Key Solutions:

'1 . Carmel shoutd expand programs that encourage existing hotets-many of which
were converted from housing to hotels-to convert back to affordabte housing.

2. Carme[ shou[d attow existing hote[s converting to affordabte housing to transfer
hotel development rights, plus bonuses, to new hotel devetopers, to be used within
3 years. New hotets may inctude residentia l-resort suites, in which residents may
make use of hoteI services, that pay significant additionat yea rty fees to Carmet.

3. Carmel shoutd prioritize al[ocation of new water towards new affordabte housing,
and require that any transfer of hotet deve[opment rights includes transfer of hotel
water rights.

4. Carme[ shoutd partner with a private developer to buitd underground paid parking at
Vista Lobos that could be used by hotets, and prohibit hotets from allowing guests
to park on the street.

Key Questions and Answers:

Q. How will Carmel f ind new locations for the low-income housing proposed for public
properties like Sunset Center?
A. Manyownersof otder hotets in Carmel that used to be housing, tike the Wayside ln n, a re
interested in converting to new affordable housing lfthey can payfor it by setting their hotet
devetopment rights to new hotels. Ca rmel ca n enable new housing to be buitt on private
property, without any pubtic subsidies, by ena bting transfers of hotet deve[opment rights to
new hotets (if they are built within 3 years), in exchange for building new affordabte
housing.

Q. Are any hotels interested in this hotel-transfer idea?
A. Yes. TheWayside Inn (a 22-rcom hotel that was formerly a n apartment) is interested in
exptoring the hotet-transfer idea if Carmet imp[ements it property. Other simitarty situated
hotels in Carmet wi[[ [ikety fottow.



Q. What are residential-resort hotel suites?
A. Residentiat-resort hotet suites are luxury residences managed by a hotel that attows its
residents to use hotel services. Newport Beach is now attowing hotets to buitd new
residentia t-resort suites. (See attached excerptfrom Newport Beach's certified Housing
Etement.) Hotets choosing to create residentiat-resort suites would also be required to pay

an additionat yearty fee to carme[ equivalent to 1% of the assessed vatue of each
residentia[-resort suite.

Q. What is Carmel going to do to get hotel parking off the streets?
A. Hotets currently use a significant amount of Carmet's [imited on-street parking, which is

going to get more timited in 2025 when new State restrictions on on-street parking kick in.

Carmet shoutd build new underground paid parking at the existing tot at Vista Lobos, which

hotets can use, and prohibit hotets from attowing guests to park overnight on City streets.

Q. Will Carmel lose IOf taxes or other revenues?
A. No. This program witt increase Carme['s revenues. Carmel witt not lose any hotel
rooms, because existing hotet rooms converted to affordabte housingwitt be transferred to
new hotels. Carmet witt atso generate new sources of revenues from residentiat-resort

hoteI suites and parking fees from Vista Lobos.

Q. How wilt toL very-low and extremely-low income new housing get built?
A. Affordabte housingproiects bytheir nature are tow-rent projects. The rent levets go

down further for each increasing tevet of affordabitity. Given Catifornia's high construction
costs, and these proiects' tow rents, affordable housing projects require poticy creativity to

work. Carmel shoutd offer bonus hotet rooms for each higher levet of affordabitity attained

in new housing built at existing hotets.

Q. How will water be handled?
A. Carmet's existing Housing Etement prioritizes making new water available for new

affordabte housing projects. That program witt be apptied to new affordab[e housing

created at existing hotets. Existing water rights hetd by hotets participating in this program

witt be transferred together with the hoteI devetopment rights.

Q. Willthis enable new mega-hotels?
A. No. Anynew hotetthatgets buittwilt need to comptywiththe existing zoning for that

site. New hotets witt be distributed throughout Carmel on existing commercia[-zoned
prope rties.



City of Newport Beach

Policy Action 1H: Review ixetuse Zones
as part ofthe 2006 Comprehensive General Plan Update and 2010 Zoning Code Update, new mixed-use

housin8 opportunity zones were created throughout the City as a strategy to ehhance and revitalize

underperforming and underutilized properties. These areas included the Airport Area, Dover/Westcliff,

Newport Center. Mariners Mile, and portions of the Balboa Peninsula. The Airport Area and Newport

Center have proventhe most successful with sevelalapproved and constructed mixed-u5e developments,

such as Uptown Newport and Villas Fashion lsland. The Balboa Peninsula has had some limited success

while Dover/Westcliff and Mariners'Mile have not proven su ccessfu I to-date.

Despite the housing opportunity that was created in these areat a majority of these sites remain

underutilized with a single, non-residential use, such as retail or office. lt is evident the CiVs existing

development standards (e.9., setbacks, height, density, parkin& dedications, etc.) related to mixed-use

development may create constraints to the redevelopment of these properties.

Timetr.ne: Ongoing, Annual

R€sponriblG AacnGV: city of Newport Beach Community Development

Fundlnt Sourc€s: Gen€.al Fund

Therefore, to ensurethat mixed-use opportunities are maximized, the Citywill review establis hed mixed-

use land use categories and corresponding 2oning regulations in the City and recommend policy or code

changes to the City Council that reduce re8ulatory barriers and incentivire mixed-use residential

development.

Policy Action 1l: Establish Mixed-Use Resod Oppodunities
Mixed-use resorts are an established trend in the hospitality industry that incorporate hotel-branded

residential units as an accessory use located within a aeson hotel complex where residents enjoy access

to the full range of services, facilities, and amenities provided by the hotel operator or brand. The

residential use cannot exist without the hotel's services, facilities, end amenities,

The hotel industry has been one of the hardest hit industries due to the COVID-1g pandemic and a full
recovery of the industry is not anticipated for many years. Mixed-use resorts provide an opportunity to
revitali2e older or underperforming hotels and maintain their competitive standing by creating multiple

Economies of scale created by shared facilities, amenities, and services add addational benefit to mixed-

use resort developments. This cross pollination of business benefits both the hotei and the resident. lt
may also increase occupancy rates at the resort by creating increased synerry between uses and social
gathering opportunities, boosting transient orcupancy tares while providing in-fill housing opportunities

to partially assist the Caty in meetin8 its RHNA obligation in highly desirable and built out areas.

202r-2029 HOU SrNG ELEHENi

S.dion 4: HousinS PLn (S€pt€mber 2022 Flnal Hou5ing Element) 4-33

Element Adoption, and then complete a review an n ually thtre.fter.
R.lponsibh Ag.n€y: Crty of Newport geach Cornmunity Oev€lopment



lncorporating residences also helps to off-set cyclical variaiions in hotel occupancy €tes thet can, for
instance, result in seasonal dec.eases in revenue for the hotel's food and beverage oflerings.

Therefore, to further encourage and incentivize the development of mired,use hotels, the City will
consider policies, regulations and/or interpretations toi 1) clarify ambiguities in General Plan, Zoning

Code, and/or local Coastal Plan ProSram provisions to allow hotels and motels, located outside of the

CoastalCommGsjon AppealAreas, to convert up to thirty percent (30%ioftheir permitted hotel and motel

rooms into residential units on a one-for-one basis;2)establish parling programs (e.9., shared parking)

and/or reduced residential parking requirements that mitigate the need for any additional parking due ro
the conversion to residential use; 3) require a fiscal impact analysis to disclose and mitiSate any reduction

in transient occupancy tax due to a potential conversion; 4) increase the flexibility in use of transfer of
development ri8hts to allow for transfer of unbuilt residential units to hotel sites; 5) require property

owners converting permitted hotel and motel rooms into residential units to mitigate irnpacts to on

affordable housing production by either constructing affordable housing unit5 within the development or
through a contribution of in-lieu fees; 6) require mitigation of impacts to public access for potential

conversions located within the Coastal Zone; and 7) require property owners convertinB permitted hotel

and motel rooms into residential units to enter into a development agreement to ensure implementation

ofthis policy at the projed level.

Iim.fr.m.: Establish polici€s, regulations and/or interpretations with in 24 months of Housinr Element Adoption

R.sponsibl. Agcncy: City of Newport Beach Community Development

Fundinr sourc.: 6eneral Fund

The City will take the followinS actions to address potential environmental constraints in the Airport

Environs Sub Area and ensure continued feasibility olsites. particularly for lower-income RHNA:

! Require new residential development projeds in the Airpon Environs sub Area provide noise

studies and acoLrstical analyses to ensure designs include proper sound atteauation;

! Require new residential development projects in the Airport Environs Sub Area to explore

advanced air fi,tration systems for buildings to promote cleaner air;

I Encourage on-site indoor amenities, such as fitness facilities or recreation and entertainment

facilities; and

! Continue to implement park dedication requirements consistent with the city's Park Dedication

ordinance and tand L,se Element Poiicy LU 6.15.13 (Neighborhood Parks - Standards) and PolicY

LU 6.15.16 (On-Site Recreation and Open Space) to ensure adequate recreational space to ensure

at least 8-percent of a project's gross land area (exclusive of existinB rights_of-way) oI the Iirst

phase for ahy development in each nei8hborhood or ),i acre, whichever is greater, is developed

as a neighborhood park, unless waived through Density Bonus Law.

Sedion 4: Housing Plan {S€ptember 2022 FinalHousing Element) 434

City of Newport Beach

A 4J:
As discussed in Section 3 (Analysis of Er€c€rbating Current Conditions), the Airport Area is potentially

erposed to heightened noase and a lower environmental score primarily due to the proximity of John


