MEMORANDUM
COUNTY EXECUTIVE OFFICE
ADMINISTRATION
County of Placer

TO:

Honorable Board of Supervisors

FROM:

Todd Leopold, County Executive Officer
By: Jennifer Merchant, Deputy CEO North Lake Tahoe

SUBJECT:

Proposed Tahoe Basin Lodging Incentive Program (TBLIP)

DATE: June 23, 2020

ACTION REQUESTED
Receive a presentation on a potential Tahoe Basin Lodging Incentive Program (TBLIP), which
seeks to establish a vehicle for the County Board of Supervisors to actively participate in
economic development by offering an incentive based on the Transient Occupancy Tax (TOT)
to developers and operators of new properties in the unincorporated areas of the Tahoe basin
portion of the County and also to existing hotel operators and owners who are seeking to
renovate existing hotel properties.
BACKGROUND
In 2013, Placer County commissioned a study by Economic Planning Systems (EPS) to better
understand roadblocks to private investment in the Tahoe Basin and make recommendations
regarding policies and utilization of incentives, including financing and development right
commodity tools, to spur investment. The Final Report, approved by your Board in February
2015, identified barriers to project development and policy and program recommendations to
address these barriers. Your Board directed staff to develop the North Lake Tahoe Town
Centers Incentives Program (Incentives Program) which was approved by your Board in April
2016.
Despite these efforts, there has been limited development or redevelopment in the Town and
Village Centers within the Tahoe Basin. Based on county development records Placer County’s
Town Centers have not seen one ground-up multi-unit tourism-focused lodging project
developed since 1962 and has seen limited investment in older lodging stock. In November
2019, staff contracted with BAE to identify the causal forces, the financial feasibility needs/gaps
behind the lack of investment, and potential local government regulatory updates and incentives
tailored to attract environmentally and economically beneficial investment. The study analyzed
four development prototypes, including mixed use, condominiums, condotel and limited service
hotel and found that only condominiums met financial feasibility metrics and that condotels were
feasible only in ideal market conditions.
Mixed use and lodging are the foundation of the Tahoe Basin Area Plan, which seeks to
relocate development into the Town Centers, coupled with associated environmental
improvements, including air and water quality, to revitalize dated commercial development in
favor of modern development that also achieves economic development and community
sustainability.
In addition, and similar to findings from the EPS study, BAE found the reasons for lack of
investment and environmentally beneficial development to be the lengthy and complex project
review and entitlement process, including policies, standards and other requirements, land and
construction costs and market conditions and metrics related to generally substandard
commercial development and seasonality.
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These findings were presented to your Board on March 10, 2020 along with several
recommended policy and program concepts to address identified issues. Adding a TOT
Incentive Program component to Placer County’s existing Incentives Program was one
approach included in these recommendations. In response to the March 10, 2020 presentation,
your Board directed staff to return with a TOT incentive program concept for consideration and
encouraged staff to engage the public for input on potential program components.
Public Outreach and Developer Feedback
In response to your Board’s direction, staff has provided informational presentations to the North
Lake Tahoe Resort Association board of directors (twice), the Placer County Planning
Commission, the North Tahoe Regional Advisory Council, North Tahoe Business Association
and Tahoe City Downtown Association. County staff has also reached out to 10 development
stakeholders with hotel development experience in the Tahoe Basin, where the incentive
program would be focused. Sample TOT incentive programs from various other California
jurisdictions (cities and one county), the County’s current Incentive Program, and a copy of the
BAE Analysis were emailed to the stakeholders for review, along with a request to participate in
an online survey and a virtual interview with CEO Tahoe and Economic Development staff.
Of the 10 requests for participation, five took the online survey and nine participated in an
interview with county staff.
The outreach yielded the following initial feedback themes:
• Program need and general concept strongly supported by development stakeholders,
business organizations and North Tahoe Regional Advisory Council
• Flexibility was cited as the most important program component to serve individual project
needs
• Varying degree of preferred rebate percent and terms, often tied to whether the applicant
is planning renovation or new construction
• Most thought it best to prioritize development in Town Centers, but many thought there
should be some incentives in “named districts,” possibly at a lower rebate percentage or
for renovation only, and when tied to other Tahoe Basin Area Plan priorities such as
non-automobile-oriented mobility
• Prevailing wage impacts, if applicable, could cause between a 10% and 30% project
cost increase plus administration, so the program needs to accommodate that, or it may
not be used
• Incentives consisting of 70% rebate of incremental or new TOT collections to the
property owner/developer were preferred among the majority with most also preferring
the remaining 30% of TOT collections be allocated with 10% to the county general fund
and 20% to visitor serving capital projects, with a focus on transportation and housing to
support increased visitation
As a result of the interviews, meetings and policy considerations identified in the BAE analysis
and presented at the March 10, 2020 Board meeting, staff has incorporated public feedback
received into program concept categories that address New Lodging Development and Lodging
Renovation. Recent studies indicate both are needed to meet current market demand, much of
which is being pushed into either Short Term Rentals, which disrupts the single family
residential market in and outside the Tahoe basin, or into higher quality lodging outside the
Tahoe basin. These concepts were also vetted with the development stakeholders, BAE and
CEO fiscal staff and additional feedback and preferences emerged. Importantly, these policy
considerations also include the potential application of prevailing wage to participating TBLIP
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projects, which is discussed in more detail below. Staff seeks your Board’s discussion and
direction on these concepts.
The following analysis and discussion detail the various elements of concept options, separated
by New Lodging Development and Lodging Renovation program categories before the Board of
Supervisors for consideration and further direction, including the application, eligibility,
participation agreements and other policy considerations.
Overview of Proposed Lodging Incentive Program
Given the lack of new lodging investment and limited investment in older lodging stock, recent
studies indicate both are needed to meet current market demand, much of which is being
pushed into short term rentals which disrupts the single family residential market and also
outside the Tahoe basin, leaving a dearth of updated commercial uses inside the Tahoe basin
and furthering the decline of overall community prosperity.
In order to ensure the broadest potential for community improvement and increase in property
tax and TOT revenue to the County, the program has been devised to apply to new lodging,
renovations to existing lodging, and potentially a hybrid option for more complex projects.
Emphasis was placed on simplicity and flexibility as being most important to acknowledge
variable product types, project specific conditions, market conditions and needs. The TOT
Incentive amount and term would vary depending on whether the project is a New Lodging
Development or a Lodging Renovation. Additionally, staff proposes that the Incentive is limited
to the TOT levy (rate) of 10%, or the current rate, whichever is lower.
It is also proposed that the program include four overarching participation requirements. These
would include 1) consistency with the existing Tahoe Basin Economic Incentives Program, 2)
ability to achieve a finding of public benefit, 3) ability to meet entitlement and property
maintenance conditions, and 4) acceptance of an Implementation Agreement. These proposed
requirements, along with detailed TOT Incentive options that could be applied to New Lodging
Development and Lodging Renovation program types and recommended policy considerations
are outlined in a draft TOT Incentive Program Outline, Attachment A.
Staff will review these options during the Board meeting. These concepts have been reviewed
by development stakeholders and represent the bulk of Board feedback being sought by staff at
today’s hearing. Additional program components and other considerations will be fully fleshed
out based on your direction in the final program recommendation intended to be brought before
your Board on July 28, 2020, many of which are addressed in the subsequent “Policy
Considerations and Recommendations” section, below.
Additional Policy Considerations, Analysis and Recommendations
Eastern Placer County Communities Eligible for Program Participation
Both the 2014 EPS study and the March 2020 BAE Analysis cite the extraordinary cost of
development as the core reason for the lack of investment in the Tahoe basin. Most of the
feedback received during both development stakeholder interviews and comment received from
business leaders and the public at large pointed to a need to focus the program in the Tahoe
basin, and more specifically, for New Lodging Development, in the Town Centers. One
development stakeholder was adamant that because capital attraction challenges associated
with market seasonality also apply outside the basin the program should be available in Squaw
Valley and Northstar, which are arguably “under-hoteled” in comparison with peer mountain
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resorts, the program boundaries should be expanded. While staff agrees, we believe the
disparity in investment in and out of the basin is acute enough to warrant laser focus within the
Tahoe basin only at this time, in alignment with the intent of the North Lake Tahoe Economic
Incentive Program. As discussed below, the program will be reviewed every two years, so there
will be an opportunity to course correct should conditions warrant. Staff recommends the
following:
• Focus the New Lodging Development incentive component in the Town Centers only.
This recommendation maintains consistency with the Tahoe Basin Area Plan by pushing
development to the Town Centers, creating pockets of more dense, walkable, vibrant
downtowns that bookend the North Shore
• Allow the Lodging Renovation incentive component to be available in all “named” Tahoe
basin Districts, including the Town Centers of Kings Beach and Tahoe City as well as
the Village Centers consisting of Homewood, Tahoma, Carnelian Bay and Tahoe Vista,
which contain 30 properties constructed in the 1950s and 1960s that may suggest an
opportunity for participation in the program. Staff also asks that the Board consider
whether to apply the New Lodging Development program component to
demolition/rebuild of existing motel sites outside Town Centers. Total TOT revenue from
these properties represents only $1.5 million or seven percent of total TOT revenue
collected in eastern Placer County during FY 2018-19, making them a significant
opportunity for reinvestment
TOT Incentive Revenue Allocation
As outlined in Attachment A, starting on Page 3 in the section titled Recommended Lodging
Incentives, staff is recommending that a TOT Rebate Incentive be applied to Board of
Supervisors-approved New Lodging Development and Lodging Renovation projects in order to
cover the extraordinary cost of development and to incentivize upgrade of older lodging stock in
the area’s commercial centers. Based on development stakeholder and other business and
community feedback and also a review of guidelines in similar programs in other jurisdictions
staff is recommending that the remaining “non-incentive” percentage of new TOT revenue be
allocated as follows:
• Ten percent County General Fund Retention- This allows the County to participate in the
taxes generated by the project immediately, thus furthering the economic benefit of the
program to the County. Should TOT be increased to a collection rate higher than the
current 10% level, 100 percent of the new amount will inure to the county General Fund.
• Remaining Set-aside for Visitor-serving Capital Projects- This amount varies based on
New or Renovation program component and associated term and/or Tiers. The funds set
aside for this purpose would be held in the Lake Tahoe Tourism Promotions Fund and
allocated following recommendation by the CAP committee, convened by the County
Executive Office and North Lake Tahoe Resort Association and approved by your Board.
These funds are equal to the percentage that is currently allocated to implementing this
purpose as outlined in the Tourism Master Plan, last approved by your Board in 2015.
Hybrid Lodging Project Incentive
During the second round of conversations with developer stakeholders it became evident that
large scale renovation, possibly including significant structural changes to consolidate existing
units or add new rooms to meet modern market demand may be needed. It was determined that
this may have limited application and also would be difficult to assess in advance because of
the wide diversity in potential project size. Staff recommends that “Hybrid Lodging
Development” projects that do not fit into either the New or Renovation program be accepted
into the program, but that standards and criteria, the incentive percentage and term be
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considered on a case by case basis. Such formula considerations could potentially include
project cost, cost per room, cost per square foot, increased building code requirements and
incremental increase in rooms, but others are likely to emerge through a valid application. If
such interest occurs and a workable formula developed as a result, it could be used as a basis
for future program inclusion.
Rebate of Certified Gap via TOT Rebate vs. Advance Loan
Two of the nine development stakeholders interviewed requested staff to also consider an
incentive option that front-loads county subsidy in the form of a loan that would be paid back
with TOT revenue. This is similar to the concept used in the current Incentive Program, which
advances Tourist Accommodation Units required for new lodging development prior to
construction. Staff believes, however, due to the potential large investment in possibly
speculative real estate development this option would require, it could significantly increase risk
to the county, so it is not recommended as an option for consideration. However, to better
understand whether the TOT rebate concept provides an incentive that matches timing that
assists in offsetting developer risk, staff further engaged BAE and county fiscal staff to assess
benefits and impacts of program options. The options presented in Attachment A reflect
revisions that scale the rebate to provide a larger percentage earlier in the program term when
the need is most critical.
Prevailing Wages
While the implementation of State of California prevailing wage law is the responsibility of the
program participant, regulatory guidance issued by the California Department of Industrial
Relations suggests that program participants could be subject to the state prevailing wage laws
if the program is deemed to constitute more than a “de-minimis” public contribution. Failure of a
program participant to comply with prevailing wage laws could result in significant additional
costs and potential other enforcement actions. As such, staff recommends that the program
include language noticing program participants that participation may trigger application of
prevailing wage to the construction portion of the project and other project components that may
be covered by State law. Development stakeholders interviewed prior to developing concepts
proposed for the North Lake Tahoe program estimated prevailing wage cost impacts of between
10% and 30%, not including administration.
Sunset Provision
New applications for the hotel incentive program will not be accepted after 6 years after program
approval or the date of enactment of the ordinance, unless the Board of Supervisors renews the
hotel incentive program through an amendment. The sunset provision would only have the
effect of preventing new applications, thus previously approved implementation agreements
would continue to be in force for the duration of the agreement.
Staff received feedback surrounding two opposing points of view on the sunset provision
concept, which is included in most programs studied. There is broad agreement that the
program should not sunset if it has not yet achieved desired goals. Some felt that including a
sunset date could create a sense of urgency to move forward with desired new and renovated
projects. In order to ensure program goals are met but also take advantage of those interested
in expediting new or renovated lodging, staff is recommending the sunset provision with the
addition of a commitment to review the program every two years to assess current economic
climate and extend or amend the program as warranted.
Failure to Construct
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Staff recommends that the program includes a provision allowing the Board of Supervisors to
cancel a participant’s participation in the program in the event that the facilities are not placed
into operation within eight years of the execution of the implementation agreement for New
Lodging projects and three years of the final permit issuance for Lodging Renovation projects.
Transfer of Project
Staff recommends that the TOT Incentive automatically transfer to a new owner, since the
Operating Covenant Agreement would be recorded and “run with the land.” As long as the
covenant is being adhered to, staff believes there is no reason to require a new owner to
reapply for the program should the property be transferred during the program term.
FISCAL IMPACT
Because this item requests direction from the Board of Supervisors to staff on potential future
program concept options, there is no fiscal impact. Should the Board direct staff to return to
consider action on a program at a future date, a detailed analysis of potential fiscal impacts will
be included at that time. Similar programs in other California jurisdictions note that potential
positive impacts to revenue sources such as property tax, sales tax and TOT were primary
program goals and this program is no different in that regard.
The program is designed to expedite renovation of dated existing lodging stock in the Tahoe
basin, completion of entitled projects and generate interest in investment in new lodging
development that will stimulate the local economy and provide an overall net positive impact on
County revenues by working to increase the assessed value of properties on the County
property tax roll, and over time also increase County revenues from Transient Occupancy Tax.
The total potential fiscal impacts of the Lodging Incentive Program are unknown at this time and
will be dependent upon individual project participation, however, it is important to highlight a few
key points regarding Transient Occupancy Tax incentives as they pertain to:
New Lodging Development Projects:
• Incentives of this nature tend to expedite the development of entitled properties,
therefore, increasing County revenue while also increasing the likelihood of higher
Transient Occupancy Tax revenue in the future.
• Developers are rebated money based on revenue actually generated by the property.
Therefore, the Transient Occupancy Tax rebate will be less if the property performs
below expectations, so eliminates risk to the county.
Lodging Renovation Projects:
The proposed rebate is only on a share of the incremental growth in TOT generated by the
renovation, thus substantially preserving the County's revenue stream in operational hotel
facilities while providing an additional revenue stream resulting from the remaining share of
Transient Occupancy Tax growth related to the renovation
ATTACHMENTS
Attachment A: Draft Tahoe Basin Lodging Incentive Program Outline
Attachment B: March 10, 2020 BAE Study staff report
Attachment C: Development Stakeholder Survey Results
Attachment D: Business Association Presentation Notes
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Tahoe Basin
Lodging Incentive Program Outline
A subprogram of the North Lake Tahoe Economic Incentives Program

Draft Concept Proposed to Placer County Board of Supervisors
June 23, 2020

1
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Recommended Overarching Program Participation Criteria
1) Consistency with Existing Tahoe Basin Economic Incentives Program
Because the proposed TBLIP would be added to the county’s Tahoe Basin
Economic Incentives Program it emphasizes benefits to the community by
requiring a participating project to align with Incentives Program guidelines
including:
o Further enhances Tahoe Basin Area Plan goals and community vision
o Scale of economic and fiscal impacts
o Applicant experience and capacity
o Implementation of environmental improvements consistent with the Area Plan
2) Public Benefit Findings
A finding of public benefit will be required for each project since TOT funds
generated by the project are also the funding source for the program. Your Board
could achieve this either by adding the findings to a new program ordinance or by
amendment to the existing Incentives Program. A project would be expected to
achieve at least one of the following findings of public benefit:
1. The participating project if developed or improved will create a meaningful
increase in the County's general revenues through the creation of new
property tax, transient occupancy tax, and/or sales tax.
2. The Board reasonably believes that the participating project will improve the
quality of an Existing Hotel thereby increasing the quality of visitor serving
facilities in the County.
3. The Board reasonably believes that the participating project will create a
quality new or improved lodging property, thereby increasing the capacity and
quality of visitor serving facilities in the Tahoe basin.
4. The economic value of the incentive provided is reasonable in relation to the
anticipated economic benefits to the community.
5. The project will result in the elimination of a distressed property in the County.
6. The project will result in significant improvements to the existing community
infrastructure or enhance public access to open space and other natural
resources of the community.
7. The participating project will generate additional revenues to the County as
required by the program.
3) Participation Conditions
The TBLIP seeks to emphasize the development of hotel properties that
accentuate North Lake Tahoe’s status as a tourism destination with an
abundance of outdoor and recreation opportunities as well as a vibrant
community that supports diverse quality restaurants, shopping, art and
entertainment. The program would include general conditions requiring that
participants:
1. Complete the entitlement process, construct and receive all final occupancy
clearances within a specified period of time (currently proposed to be eight
years (new hotel) or three years (renovation) from execution of the Operating
Covenant Agreement to receive the full benefit of the program.
2
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2. Agree to maintain the property in a manner that does not negatively impact
assessed property value.
3. Operate the facility in keeping with Placer County codes and other
requirements as deemed necessary by the Board of Supervisors at the time
of approval of the Implementation Agreement by the Board of Supervisors.
4) Implementation Agreement
As currently contemplated by staff, to participate in the Lodging Incentive
Program, the operator must execute an Operating Covenant Agreement which
would then be approved by your Board. The execution of this agreement allows
for the crafting of project specific conditions that ensure the public benefit of the
participating project. Subject to further review, examples of potential project
specific conditions include, but are not limited to:
1. Operator/owner of a new lodging project must demonstrate the financial
capability to implement the project as entitled, and other terms and conditions
as further set out pursuant to the North Lake Tahoe Economic Incentive
Program guidelines.
2. Operator must agree to maintain adequate records of construction and agree
to allow for the County, or a third party, to audit such records upon completion
of the project.
3. Operator must agree to demonstrate reasonable efforts to hire a certain
portion of its construction workforce locally.
Recommended Lodging Incentives
New Lodging Development Projects Incentive
1) Staff-recommended Basic Criteria
a. Project generally meets a three-star lodging property (or equivalent) or higher,
to be constructed in the Tahoe basin Town Center portion of unincorporated
Placer County after September 1, 2020.
b. Does not include all, or any portion of, or addition to, an existing facility that
was constructed within the last 10 years preceding the submission of an
application to the County.
2) Staff-recommended Application Process
a. The applicant would be required to follow the guidelines and process steps
outlined in the North Lake Tahoe Economic Incentive Program, approved by
your Board in 2014. This includes:
i.
Prepare and submit a program application. Application to be reviewed and
scored by the Incentive Program Review committee which includes CEO,
Economic Development, CDRA, DPW and Auditor/Controller staff based
on criteria prescribed in the Incentives Program.
ii.
Independent, third party review of project feasibility will be required in
order to determine the maximum cost offset incentive package, or the
feasibility gap, in this case the incentive needed to bring the project to
acceptable project returns. The feasibility gap would then be certified and
included in the Operating Covenant Agreement.
3
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iii.

Upon determination that the applicant meets the predetermined criteria for
program participation, the County Executive Office would then prepare an
Operating Covenant Agreement between the County and applicant. The
completed incentive package would then be presented to the Board of
Supervisors for final approval prior to award of participation in the
Incentive Program.

3) Staff-Recommended Rebate Concept
This proposed incentive would rebate a share of New Lodging Development TOT
collections on a sliding scale basis, to assist with a potential applicant’s early
investment exposure. The proposed TOT rebate percentage would be 90% for
Years 1-4, 80% for Years 5-8, and 70% for the remaining term of the TOT
remitted during the incentive period. The maximum proposed duration of the
incentive is up to 20 years or until the Certified Feasibility Gap is closed,
whichever is sooner. The following table summarizes the proposed concept for a
sample New Lodging Development project. This incentive also proposes to
allocate 10% of the TOT generated by participating projects for use in supporting
County General Fund programs in the North Lake Tahoe region, and the balance
of TOT generated by participating projects to the Lake Tahoe Tourism &
Promotions Budget, beginning in Year 5, when it is recommended to receive 10%
of the TOT revenue collected and returns to its current 20% allocation starting in
Year 9.
The following table summarizes the proposed concept applied to a sample Lodging
Renovation Development project.
SAMPLE NEW LODGING PROJECT INCENTIVE

4
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Lodging Renovation Project Incentive
1) Staff-recommended Basic Criteria
a. Project involves property in the North Lake Tahoe Basin portion of
unincorporated Placer County that was occupied and used as a hotel
within the 10-year period preceding application submission and operating
continuously for the three-year period preceding application submission,
with a valid TOT certificate.
b. The property improvement improves the quality of the lodging and ability
to achieve increased TOT revenue.
2) Staff-recommended Minimal Application Process
a. The applicant would submit a completed Incentive Program application
questionnaire to the County Executive Office for review and
recommendation by the Incentive Program review committee.
b. The application would be required to demonstrate five things:
i. One or more findings of public benefit (above) can be met
ii. Basic criteria can be met
iii. Approved Placer County building permit
iv. Contract with contractor licensed by the State of California
c. Current TOT certificate holder in good standing, per Revenue Services
d. Upon determination that the owner/operator has met the predetermined
criteria for program participation, the County Executive Office would then
cause an implementation agreement to be prepared which provides for
execution of an Operating Covenant Agreement between the County and
the lodging owner/operator. The completed package would then be
presented to the Board of Supervisors for final approval prior to award of
participation in the rebate program. A Certified Gap Analysis is not
recommended to be required for the Lodging Project Renovation
Incentive.
3) Staff-Recommended Rebate Concept:
a. Similar to the New Lodging Program, the Lodging Renovation Program
incentive proposes a sliding scale, but also proposes four rebate percentage
tiers tied to the project’s stated Building Permit value. Also similar to the New
Lodging program, each tier allocates 10% of the TOT generated for use in
supporting County General Fund programs in the North Lake Tahoe region,
and the balance of TOT generated by participating projects to the Lake Tahoe
Tourism & Promotions Budget beginning as the rebate percentages are
scaled down over time. It is important to note, however, that for Lodging
Renovation Program projects the amount rebated would be calculated based
on the new increment of TOT generated following completion of the
renovation project. Net new TOT will be determined by subtracting the “Base
Year” TOT from the total new annual TOT generated. An average of the prior
three years TOT revenue would be used as the Base Year value.
b. Lodging Renovation Projects between $100,000 and $250,000 (Building
Permit Value)- This proposed incentive would rebate an amount equal to 90%
of the TOT remitted for Years 1-2 and 80% for Years 3-4 of the incentive
5
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period, for a duration of up to four years or until the value of the renovation is
equaled, whichever is sooner.
c. Lodging Renovation Projects above $250,000 up to $500,000 (Building
Permit Value)- This proposed incentive would rebate an amount equal to 90%
of the TOT remitted for Years 1-4 and 80% for Years 5-6 during the incentive
period, for a duration of up to six years or until the value of the renovation is
equaled, whichever is sooner.
d. Lodging Renovation Projects above $500,000 (Building Permit Value)- This
category is reserved for larger renovation projects that require significant
structural upgrades, including but not limited to consolidation of rooms,
addition of rooms, sprinklers, electrical, ADA, new lobby facilities, landscaping
and parking. Because of the potential wide range of projects in this category,
the program will be applied on a case by case basis unless or until a “Hybrid
Project” revision is adopted by your board.
The following table summarizes the proposed concept applied to a sample Lodging
Renovation Development project.

SAMPLE LODGING RENOVATION PROJECT INCENTIVE

Other Potential TOT Incentive Policy Topics
The following policy consideration topics are outlined in greater detail in the June 23,
2020 memo to the Board of Supervisors. Complete Program policies will be included in
6
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this TOT Incentives Outline document once direction is provided by the Board of
Supervisors on June 23, 2020 and the program is being considered final approval.
• Locations where the Incentive Program should be applied
• Revenue Allocated to New Lodging Development and Lodging Renovation
projects
• Appropriate Allocation of Incentive Percentage and Term for Larger Renovation
projects
• Potential Prevailing Wages Requirement
• Sunset Provision
• Project Ownership Transfer

7
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MEMORANDUM
COUNTY EXECUTIVE OFFICE
ADMINISTRATION
County of Placer

TO:

Honorable Board of Supervisors

DATE: March 10, 2020

FROM:

Todd Leopold, County Executive Officer
By: Jennifer Merchant, Deputy CEO Tahoe

SUBJECT:

Placer County Tahoe Basin Town Center Economic Sustainability Needs
Assessment

ACTION REQUESTED
A. Placer County Tahoe Basin Town Center Economic Sustainability Needs Assessment 1.
Receive a presentation on the Draft Placer County Tahoe Basin Town Center Economic
Sustainability Needs Assessment.
2. Provide direction on staff recommendations.
BACKGROUND
Despite having undergone significant infrastructure investment and community and governing
body approval of robust plans and visions for the future, the North Tahoe town centers of Tahoe
City and Kings Beach have yet to see major investment that has resulted in projects on the
ground.
Placer County commissioned a study in 2013 by Economic Planning Systems to better
understand roadblocks to private investment and make recommendations regarding policies and
processes and utilization of incentives, including financing and development right commodity
tools. The Final Report, approved by your Board in Feb. 2015, identified barriers to project
development including land and development right acquisition costs, outdated parking practices,
onerous regulations, extended project review, and process disconnects between agencies
which increased risk beyond that which can be absorbed by most projects. To address some of
these issues, your Board directed staff to create the North Lake Tahoe Town Centers Incentives
Program (Incentives Program).
The Incentives Program was designed to reduce costs for development rights and infrastructure
needs in order to boost Kings Beach and Tahoe City’s supply of new lodging. One project, the
Tahoe City Lodge, successfully completed the application and an agreement to allocate 60
Tourist Accommodation Units (TAUs) to the project, pending developer readiness unrelated to
county procedures. The county currently has 206 TAUs banked for future project requests,
including up to 25 percent set aside for small projects. Some of these units are banked on
former Placer County Redevelopment Agency land and 60 are earmarked for the Tahoe City
Lodge project.
The Kings Beach Commercial Core Improvement Project was a $50 million initiative designed to
improve, enrich, and revitalize Kings Beach, completed in 2017. The project included

1682

Honorable Board of Supervisors
March 10, 2020 – Placer County Tahoe Basin Town Center Economic Needs Assessment
Page 2

improvements such as landscaping, lighting, road improvements, new sidewalks, public parking
lots, and water quality improvements to transform a 1.1-mile stretch of Highway 28 through
Kings Beach to create a vibrant, pedestrian-friendly commercial center. A similar project, the
Tahoe City Beautification Project, which installed sidewalks and lights in the downtown corridor
of Tahoe City, was completed in 2001.
The Tahoe Basin Area Plan (Area Plan) and Implementing Regulations were adopted by the
Placer County Board of Supervisors on December 6, 2016 and by the Tahoe Regional Planning
Agency Governing Board on January 25, 2017. The Area Plan and Implementing Regulations
replaced previous community plans, general plans, land use regulations, development
standards and guidelines, and Plan Area Statements within the Tahoe Basin. The plan initiated
a number of policies and programs aimed at encouraging development within the Town and
Village Centers, while improving scenic quality and promoting alternative modes of
transportation. The plan allowed residential mixed uses within the Town Centers, reduced
minimum parking standards and promoted shared parking arrangements, increased allowable
height, density, and maximum coverage in the Town Centers, and allowed the conversion of
commercial floor area to tourist accommodation units.
Still, in the last 10 years, and even with the most recent code update and economic
development efforts, limited redevelopment in the Town and Village Centers has occurred, while
neighboring towns have seen new business and vibrant downtowns. Only 11,526 square feet of
new commercial floor area was constructed or converted in the Placer County portion of the
Tahoe Basin between 2009 and 2019. Only one larger development application, the Tahoe City
Lodge, has been submitted since then, although a few more potential hotel projects have shown
interest in future development. Additionally, in a recent assessment, the North Tahoe Business
Association has counted nearly 40 vacant commercial properties in the 1.1-mile Kings Beach
Town Center.
To help the County better understand the continued stagnation of the current economic
landscape, Placer County contracted with BAE to identify the causal forces, the financial
feasibility needs/gaps behind the lack of investment, and potential local government regulatory
updates and incentives tailored to attract environmentally and economically beneficial
investment. BAE was also asked to develop recommendations to address issues identified in
the analysis.
BAE reviewed more than a dozen reports, plans, and data applicable to North Tahoe, including
the North Lake Tahoe Economic Incentives Program and preceding studies, housing and
employment needs assessments, recent development feasibility studies, the North Lake Tahoe
Tourism Master Plan, the Area Plan, impact fee estimates, and building permit data. BAE also
interviewed 15 stakeholders, such as property owners, existing and potential developers,
hospitality and business industry representatives, real estate professionals, and consultants.
ISSUES
Findings
The study confirms that most of the existing commercial space in Kings Beach and Tahoe City
is dated, that hotel space is limited and generally of low quality, and that housing options for the
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local workforce are limited. The study also indicates that successful resort communities feature
high quality lodging near recreation and commercial amenities, such as restaurants and retail,
and have housing that can support fulltime residents. Two examples include Jackson Hole,
which has about 3,760 high-quality hotel rooms, and Mammoth Lakes, which has about 2,030
high-quality hotel rooms. In comparison, Kings Beach and Tahoe City have 300 mostly
lowquality hotel rooms. BAE indicates that the total demand for new local-serving commercial
space could total around 12,000 square feet in Tahoe City and around 63,000 square feet in
Kings Beach. In addition to the various commercial land use types desired to support the
tourism economy, a balanced resort community should also include a range of permanent
housing options that are accessible and affordable to the local workforce.
The analysis examined four prototypes of projects that have been trending, or which the County
would like to see built:
1. Mixed-Use Residential
2. For-Sale Residential Condominium
3. Limited-Service Hotel
4. Full-Service Condotel
Based on a range of factors, the only prototype that proved within the range of market
acceptable financial feasibility is the For-Sale Residential Condominium. It is important to note
that while the Area Plan allows this type of use in the Town Centers, area residents do not
believe it is consistent with either the Kings Beach or Tahoe City vision documents, which
preceded the Area Plan. Barriers to investment in desired development include: o High
construction material and labor costs o High cost to meet parking requirements o Utility costs
o

Infeasible employee housing requirement

o

Uncertain and prolonged entitlement and construction permitting process
o Complex and prescriptive regulatory requirements o Detailed and
expensive plan sets required for pre-entitlement o Vehicle miles traveled
(VMT) thresholds

o

Town Center incentives not designed for smaller infill projects o Lack of
catalyst, proof of concept, projects o Lack of available parcels large
enough for development o Anticipated developer and lender caution
about a market dip

BAE RECOMMENDATION THEME AREAS
The report’s recommendations are built around four broad findings outlined in the document.
Staff recommendations were developed to address issues identified in each theme area.
1. High Cost of Development
2. Uncertainty, Risk and Indirect Costs Associated with a Complex Entitlement and
Permitting Process
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3. Complex and Prescriptive Requirements Hinder Project Feasibility
4. Local Conditions Create Perception of Increased Risk
STAFF RECOMMENDATIONS
Staff recommends a multi-pronged approach in moving forward with the concepts proposed in
the BAE study including the following:
1) Modify the existing Placer County North Lake Tahoe Economic Incentives Program to
include:
a. TOT Incentive Program - While contemplated in the EPS Study for inclusion in the
existing program, it was not implemented due to concerns regarding the potential to
trigger a gift of public funds threshold. As identified in the BAE Study (Attachment 1)
and a previously conducted BAE TOT Incentive Program work effort on behalf of the
City of Long Beach, (Appendix A), since that time multiple California jurisdictions have
implemented TOT Incentives directed to attract high-quality lodging product. Staff
believes given the declining existing lodging stock within the Tahoe basin, this must
be re-prioritized and addressed using currently available tools. It is recommended that
staff return to your Board within 90 days with a program for the Board’s consideration.
b. Addition of TRPA Development Rights – The BAE study recommends adding TRPA
development rights (beyond the existing TAU program targeted to hotel development)
to the Incentives Program. This would include rights available through the partnership
purchase of the Tahoe City Golf Course, coverage, residential units, and commercial
floor area.
c. Enhanced Infrastructure Finance District (EIFD) - This concept is already called out in
the existing Incentives Program. Staff recommends that it work with stakeholders in
the business and development community to identify areas where an EIFD may
provide funding that incentivizes desired investment. Communities or neighborhoods
outside or adjacent to Town Centers, which already have most supportive
infrastructure in place, could benefit from sidewalk, lighting and other amenities, and
sewer and water shortcomings.
2) Consider Process, Policy and Code Improvements- Staff recommends that the County
Executive Office, in partnership with Economic Development and CDRA, review the specific
recommendations listed below, seek input from stakeholders and partner agencies, and
return to your Board with an implementation plan. Those points include:
a. Consider an onsite ombudsperson to facilitate the process, address challenges,
collaborate with external agencies and assess and communicate opportunities to
utilize the incentive program or other available programs
b. Consider scaling back requirements for highly detailed plan sets early in project,
which drives up multiple submittals and costs
c. Assess opportunities to better understand constraints and challenges in process, fees
and building code requirements imposed by partner special districts
d. Collaborate with TRPA and county staff experts to undertake regular training on how
to apply code and to improve understanding of countywide and community initiatives
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e. Update parking standards and consider workforce housing-related project mitigation
(discussed in more detail below)
3) Assess and Implement Modern “Business District” Parking Districts
a. Assess code in the Area Plan and explore possible parking management district(s)
b. Coordinate with the Resort Triangle Transportation Plan effort which will include
parking management elements
4) Consider Relaxing Workforce Housing Mitigation and Allocate Funding to Implement
Programs to Attract and Retain Permanent Residents– This two-step recommendation
addresses both the high cost to developers to meet workforce housing mitigation standards
and also the multiple negative impacts that permanent resident population shrinkage has on
overall business health.
a. The high cost to develop workforce housing to mitigate infill development as if those
projects have the same impacts as a new project is a significant barrier. Eliminating
the requirement or formalizing an in-lieu fee option would remove one barrier to
investment. Alternately, Placer County should also consider whether this would occur
in tandem with development of a program to assist in financing housing needs for a
project, or leading or participating in a program that banks publicly-funding housing
units to assign to a project as a share or in full to meet its mitigation.
b. Continue to work with partners such as the North Lake Tahoe Resort Association,
Town of Truckee, Martis Fund and Mountain Housing Council to identify funding
sources and implement housing programs that attract and retain permanent residents
to serve as a workforce for local businesses and also patronize local businesses.
Programs currently being considered for implementation include ADU
Financing/Loans and an opt-in “Vail In-Deed-like” deed restriction program for existing
residences. Other opportunities, such as property acquisition and attracting
developers to county or agency-owned sites should also be prioritized.
Initial report findings were discussed with Special Districts during the quarterly Tahoe Area
Managers meeting and BAE also presented initial findings at the Feb. 13, 2019 North Tahoe
Regional Advisory Council meeting. The document has been briefed to the North Lake Tahoe
Resort Association’s Business Association-Chamber Collaborative, the North Tahoe Business
Association’s Economic Vitality Committee and the Tahoe City Downtown Association. Initial
feedback indicated strong support for these recommendations, and short-term implementation
was urged. Specific feedback included support for reductions in parking requirements and
allowance for shared parking and parking districts; financially feasible workforce housing
mitigation standards; less prescriptive, goal-oriented development standards; new sources of
funding for infrastructure, redevelopment, and housing; and empowerment of North Lake Tahoebased land development staff to make decisions.
FISCAL IMPACT
There is no fiscal impact because this item is requesting acceptance of a contracted study and
direction to staff.
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ATTACHMENTS
Attachment 1 – Placer County Tahoe Basin Town Center Economic Sustainability Needs
Assessment
Appendix A– BAE TOT Incentives Program Update, City of Long Beach (Nov. 2017)
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TOT Rebate Incentive Survey

SurveyMonkey

Q1 After reviewing the BAE analysis, and sample incentive programs,
how important do you think a Placer County North Lake Tahoe TOT
rebate program is?
Answered: 5

Skipped: 0
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important

Very important

Somewhat
important

Not so
important
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ANSWER CHOICES

RESPONSES

Extremely important

100.00%

5

Very important

0.00%

0

Somewhat important

0.00%

0

Not so important

0.00%

0

TOTAL

5

1/7
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TOT Rebate Incentive Survey

SurveyMonkey

Q2 The sample programs have similar TOT distribution amounts
allocated, what do you think the right mix is?
Answered: 5

Skipped: 0

70%
Developer-Pr...

Other
recommendation:
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70% Developer-Project/10% County/10% Capital Projects/10% other,Tahoe Basin

40.00%

2

Other recommendation:

60.00%

3

TOTAL

5

#

OTHER RECOMMENDATION:

DATE

1

The 70% to the developer may be right mix, depending in duration.

5/12/2020 3:00 PM

2

Not sure I understand the question is this all TOT?

5/8/2020 1:33 PM

3

70% Developer-Project/10% County/20% Infrastructure or Transportation (to support new VMT
mitigation requirements of any new project)

5/6/2020 5:55 PM

2/7
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TOT Rebate Incentive Survey

SurveyMonkey

Q3 Since the draft program is centered on assisting to close the
extraordinary development cost gap so projects can achieve acceptable
returns, it will require third party project financial analysis, please provide
a minimum of two firms you believe best to provide this analysis:
Answered: 5

Skipped: 0

#

RESPONSES

DATE

1

HVS - Brett Russell Newmark Knight Frank - Chad Eschmeyer

5/20/2020 1:15 PM

2

Jones Lang LaSalle and ?

5/13/2020 4:35 PM

3

PKF and JLL

5/12/2020 3:00 PM

4

For each project or for the program?

5/8/2020 1:33 PM

5

no preference. Make sure to get real world local construction cost estimates from GC who have
recently completed projects in the area (SMC, SierraCon, etc.)

5/6/2020 5:55 PM

3/7
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TOT Rebate Incentive Survey

SurveyMonkey

Q4 What areas should the program target?
Answered: 5

Skipped: 0

All Tahoe
Basin...

Town Centers

Other (please
specify)
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All Tahoe Basin commercial areas in Placer County

0.00%

0

Town Centers

60.00%

3

Other (please specify)

40.00%

2

TOTAL

5

#

OTHER (PLEASE SPECIFY)

DATE

1

All named Town Centers and Sub Districts

5/8/2020 1:33 PM

2

Allow for participation at Northstar & Squaw Valley as well as all Town Centers

5/6/2020 5:55 PM

4/7
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TOT Rebate Incentive Survey

SurveyMonkey

Q5 Should the program treat new projects and renovation/remodel
projects in the same manner (rebate on net new TOT increases for
renovation/remodel of existing projects)?
Answered: 5

Skipped: 0
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TOTAL

5

5/7
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TOT Rebate Incentive Survey

SurveyMonkey

Q6 As with the sample programs, prevailing wage laws will most likely
apply. Please provide feedback as to the impact of this on projects and
how you suggest a program compensate for this?
Answered: 5

Skipped: 0

#

RESPONSES

DATE

1

Impact Fees waivers, property tax holiday, VMT credits, parking requirement reductions, project
specific lead that would expedite entitlement process that would allow for us to benefit from
post COVID

5/20/2020 1:15 PM

2

One idea may be for Placer to pursue community wide parking solutions to offset the on-site
parking demand in order to increase development yield at a site and therefore economic
viability given the higher construction costs of prevailing wage.

5/13/2020 4:35 PM

3

This is probably the most challenging issue for a developer. More research is needed, but the
incentive need to cover the increased costs of PW, and close the financing gap

5/12/2020 3:00 PM

4

I am not convinced of the applicability of prevailing wage can you share the analysis that
determined it does apply?

5/8/2020 1:33 PM

5

Opportunities to limit the scope of the project to which the Prevailing Wage requirement
applies? Can it apply to a rebate on the land acquisition and horizontal improvements an let the
vertical remain open contract? I am worried the immediate cost impacts of the prevailing wage
requirement on larger projects could overwhelm the delayed benefits of the TOT rebate.

5/6/2020 5:55 PM

6/7
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TOT Rebate Incentive Survey

SurveyMonkey

Q7 You likely have many other comments and ideas to share with us
when we arrange our call with you. Are there any specific ideas you
would like us to research or be aware of prior to our call?
Answered: 4

Skipped: 1

#

RESPONSES

DATE

1

Deferment of impact and development fees associated with building permit.

5/13/2020 4:35 PM

2

Prevailing wages as well as community support.

5/12/2020 3:00 PM

3

See Palm Springs Hotel Program

5/8/2020 1:33 PM

4

Is there any opportunity to bond against a portion or all of these future revenue streams to
provide a cost reimbursement at C/O vs dragged out over 15 years? Similar to Mello Roos
financing on property tax increments. Would like to understand your perspective on the
mitigation costs we should expect from the change to VMT as the CEQA basis of impact
determination on new project entitlement.

5/6/2020 5:55 PM

7/7
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ATTACHMENT D
TOT Incentive Program
Four Program Concept Presentations- Consolidated North Tahoe and Squaw Valley Municipal Advisory
Councils, North Lake Tahoe Resort Association, North Tahoe Business Association, Tahoe City
Downtown Association
May 20, 27, June 3, 11, 2020
Fantastic idea
Include all named “districts,”
Allow for new and renovation projects
Renovation should be “substantial,” not lipstick on the pig
Focus/prioritize in Town centers
If achieves certain criteria called out in the Tahoe Basin Area Plan such as smart growth, sustainable
communities, transportation linkages, include named districts
Perhaps larger incentives in Town centers or for larger projects
Do not apply outside of Tahoe basin
Is resale an issue for Condotels?
Allow in all of Tahoe basin
Focus on renovation outside Town Centers
Encourage greater density in Town Centers
Start in Town Centers
Micro incentives outside Town Centers?
Glad county is doing this
Are there negative impacts if renovation increases room size by combining units?
Needs to address Prevailing Wage impacts
Renovation is particularly important in Tahoe basin market given older motels and STR growth
Happy to see renovation featured
Concern about removal of low cost/affordable motel rooms
Move quickly to catch projects in the queue so they can use
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