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Lessee Questionnaire - Form 317

Redacted - Intentionally Removed
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SUPPLEMENTAL 
PROPOSAL

INFORMATION 
PROVIDED 

pg 49-61
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The San Diego Unified Port District (District) respectfully requests responses to the 
following clarifications no later than end of day, Wednesday, March 20, 2019. 

Development 

• Please confirm the proposed project would make use of both the entire available site and Annex 
building and identify the approximate land area (square footage) required for the ground lease. 

• Please confirm the total proposed ground lease term is 66 years. 

Financial Assumptions 

• Please confirm operating year four is anticipated as the proposed project’s stabilized year. 

• Please confirm the ‘Pantry’ revenue item in the operating projections includes all anticipated food 
and beverage and retail-related income for the proposed project. 

• Please confirm parking is assumed to be free for guests. 

• Please clarify whether the 10% ‘Franchise / Royalty Fee’ expense item in the operating projections 
represents the typical/required IHG fee structure for the avid brand. 

• Please clarify when District ground rent payments will begin – noted as year six of the ground lease in 
the proposal (after two-year construction period and subsequent three-year ramp-up); the budget 
and operating projections appear to include a ground rent payment in operating year one. 

• Please clarify the assumed debt financing rate – noted as 6.5% to 7.0% in the proposal and 6.0% in 
the budget and operating projections. 

• Please clarify whether HIG anticipates providing the assumed 35% equity investment and/or 
whether external investors will be sought. 

• Please clarify the expected/target equity return for the project (IRR). 
 
 
 

HIG Financial Clarifications 
March 18, 2019 
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Hotel Investment Group 
2655 Camino Del Rio North Suite 330 San Diego, CA 92108 

Phone: (619) 293-3349 Fax: (619) 291-4872  

www.hotelinvestmentgroup.com  

 
 

HIG FINANCIAL CLARIFICATIONS 
 

 
 Development  

• Please confirm the proposed project would make use of both the entire available site and Annex 

building and identify the approximate land area (square footage) required for the ground lease.  

 The Project will make use of the entire available site amounting to approximately 3 acres.  

• Please confirm the total proposed ground lease term is 66 years.  

 The lease term is confirmed at 66 years. 

 

Financial Assumptions  

• Please confirm operating year four is anticipated as the proposed project’s stabilized year.  

 This is confirmed so long as current market conditions hold. 

• Please confirm the ‘Pantry’ revenue item in the operating projections includes all anticipated 

food and beverage and retail-related income for the proposed project.  

 This is confirmed so long as current market conditions hold. 

• Please confirm parking is assumed to be free for guests.  

Guests will be charged a fee of $10/car/night which will primarily go towards the staff 

required to protect the security of the lot and the building. 

• Please clarify whether the 10% ‘Franchise / Royalty Fee’ expense item in the operating 

projections represents the typical/required IHG fee structure for the avid brand.  

The Franchise Fee for IHG as well as other brands range between 10-12% including all 

marketing and ancillary fees charged by the Brand so long as current market conditions 

hold. 

• Please clarify when District ground rent payments will begin – noted as year six of the ground 

lease in the proposal (after two-year construction period and subsequent three-year ramp-up); the 

budget and operating projections appear to include a ground rent payment in operating year one.  

It is confirmed that the ground rent payments will begin in Year 6 so long as current 

market conditions hold. 

• Please clarify the assumed debt financing rate – noted as 6.5% to 7.0% in the proposal and 

6.0% in the budget and operating projections.  

Debt financing rate will depend on the WSJ Prime Rate at the time of financing. 

Financing rate will be between 150 and 200 basis points plus the WSJ Prime Rate. 

Current, WSJ Prime Rate is 5.25% so long as current market conditions hold. 

• Please clarify whether HIG anticipates providing the assumed 35% equity investment and/or 

whether external investors will be sought.  
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As it currently stands, HIG will partner with Shiva Management to develop this project. 

Both companies will provide the assumed 35% equity. 

• Please clarify the expected/target equity return for the project (IRR).  

 The expected IRR is 16.94% so long as current market conditions hold. 
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From: Darshan Patel
To: Tara Cutshaw Henos; Penny Maus
Cc: Hemant Chhatrala; Darshan Patel
Subject: Hotel Investment Group
Date: Thursday, March 28, 2019 5:15:08 PM
Attachments: San Diego - Port Authority - Budget.pdf

Good afternoon,

It was a pleasure hosting you at my Holiday Inn Express earlier today. I hope found it to be in the
realm of what you are wanting to be developed on your site. Per our conversation, I am including the
answers from your earlier questions below:

1. Revised Construction Budget
a. The Budget itself will remain the same as will the Projections; however, you will find

that the $6,000,000 from in-lieu fees is included as part of the Developer’s capital
down payment to obtain financing. This will allow us the cushion needed to sustain the
operations of the property during the stabilization period and thereafter.

2. Room Mix
a. Below you will find the proposed room mix. Please, note that the difference between a

regular room and a suite is the inclusion of a living space that will allow for a sofa
sleeper and TV. This will effective allow larger families a cost effective way of
accommodating a greater number of people in the room without the need of an
additional room. The price difference between a regular room and suite room is
substantially less than renting an additional room. You will find next to each room type
the projected ADR for each.

i. 52- Kings ($89.95)
ii. 2- King ADA ($89.95)

iii. 18- King suites ($93.95)
iv. 1- King suite ADA ($93.95)
v. 5-King suites w/ kitchenette ($95.95)

vi. 1- King suite w/ kitchenette ADA ($95.95)
vii. 80- Q/Q ($95.95)

viii. 3- Q/Q ADA ($95.95)
ix. 22- Q/Q suites ($99.95)
x. 1- Q/Q suite with ADA ($99.95)
xi. 14-Q/Q suites with kitchenette ($102.95)

xii. 1- Q/Q suite with Kitchen ADA ($102.95)
3. ADA Rooms

a. 9 ADA rooms will be developed in this project. There will be at minimum one ADA room
per room type.

Should you have any additional questions please do not hesitate to ask.

Darshan Patel, Esq. | Chief Operating Officer & Legal Counsel
Hotel Investment Group
2655 Camino Del Rio North Suite 330
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GBA 89000


GPA


Parking Spots


Units 200


Total Per Unit


101 -$                    -$                    


-$                    -$                    


201 190$         16,910,000$       84,550$              


202 -$          -$                    -$                    


203 -$          -$                    -$                    


204 -$          -$                    -$                    


205 -$          250,000$            1,250$                


206 -$          650,000$            3,250$                


17,810,000$       89,050$              


301 125,000$            625.00$              


302 425,000$            2,125.00$           


303 $ per Room 10,000$    2,000,000$         10,000.00$         


304 185,000$            925$                   


305 % of Financing 1.2% 140,000$            700.00$              


306 35,000$              175.00$              


307 100,000$            500.00$              


308 Accounting Fees 35,000$              175.00$              


309 35,000$              175.00$              


310 -$                    -$                    


311 $ per Room 4,000.00$ 800,000$            4,000.00$           


312 600,000$            3,000$                


313 FF & E 17,000$    3,400,000$         17,000$              


314 Insurance During Construction 65,000$              325$                   


7,945,000$         39,725$              


401 % of Total Interest 1,857,000$         9,285.00$           


1,857,000$         9,285.00$           


501 % of Cost 10% 2,575,500$         12,877.50$         


2,575,500$         12,877.50$         


Total Costs 30,187,500$       150,937.50$       


Loan Amount 1st 65% 19,621,875.00$  


Down Payment 35% 10,565,625$       


In-Lieu Funds 6,000,000$         


Developer's Capital 4,565,625$         


* Financial Overview is only an estimate prepared for an informed investment decision, numbers


are subject to changed based on final closing of escrow for acquisition of the property.


** The organization fee will be converted into equity


Total Soft Cost


Total Contingency


Interest Reserve


Interest Reserve


Total Interest Reserve


Contingency


Hard & Soft Cost


Legal Fees


Total Hard Cost


City Fees


Financing Cost


Hotel Investment Group


2655 Camino Del Rio North Suite 330 San Diego, CA 92108


Demo Cost


Total Property Cost


Hard Cost


Development Fees 


Soft Cost


Construction Cost


Off Site work


Escrow Closing Cost


Title Insurance


Parking


Consultants Fees


Appraisal / Market Study


Landscaping


Technology/Signage


Port Land  San Diego


Working Capital / Pre Opening


Land/Acquisition Cost 


Property Acquisition


Architect Fees


Franchise Fees
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San Diego, CA 92108

t:619.293.3349 |  
darshanp@hotelinvestmentgroup.com   Visit our Website!
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From: Bobby Patel
To: Tara Cutshaw Henos; Penny Maus
Cc: hemant@chhatrala. com; Darshan Patel
Subject: Pt. Authority Change in Representative
Date: Tuesday, April 2, 2019 3:48:35 PM

Good afternoon Ms. Henos and Ms. Maus,

I hope you both are doing better than I am right now. I apologize for not being able to attend
the Site Visit last week or the Interview today. Darshan asked that I send you an email to
authorize the Port Authority to communicate and transact in my stead. 

Please, use this email message to serve as a formal understanding that I am replacing myself
as the lead representative for this proposal with my son and COO of Hotel Investment Group,
Darshan Patel. He was the full and exclusive authority to manage this project as he sees fit. 

Additionally, any and all communications and actions that he has had with you over the course
of this process from the Site Visit to the Interview and beyond is to be deemed valid and true
as if I have were stating them in my official capacity as the lead representative of this
proposal. 

Should you have any clarifying questions, you may message me. Otherwise, please direct all
communications to Darshan Patel forthwith.

Thank you.
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From: Darshan Patel
To: Tara Cutshaw Henos; Penny Maus
Cc: Hemant Chhatrala; Darshan Patel
Subject: Revised Project Timeline
Date: Tuesday, April 2, 2019 3:59:27 PM
Attachments: Modified Project Schedule 3.30.19.pdf

Good afternoon,

I want to thank you for your time earlier today during our interview. We found the panel to be very
engaging and knowledgeable of the project. Many a time, we find government panels to be
uninterested and ignorant to the project details. However, you set the bar today with your level of
scrutiny of the proposal as well as the in-depth knowledge of the site itself.

Per our discussion earlier, I have attached the revised construction project schedule to this email
and have ensured my father sent an email to change the lead representative on this proposal.

Please, let me know if there is anything else that you require.

Thank you.

Darshan Patel, Esq. | Chief Operating Officer & Legal Counsel
Hotel Investment Group
2655 Camino Del Rio North Suite 330
San Diego, CA 92108

t:619.293.3349 |  
darshanp@hotelinvestmentgroup.com   Visit our Website!
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 AFRA CONSTRUCTION & DESIGN 


2501 YALE BLVD. SE, SUITE 102 


ALBUQUERQUE, NM 87106 


PHONE: 505-242-1745 


FAX: 505-242-1737 


 


 


 


March 30, 2019 


 


   


Project Schedule for Project Hotel 


 


 
Award of Contract-------------------------------------------------  6 months 


Development Agreement & Project Entitlements-------------  6 months 


Project Design, CEQA process, & Financing------------------ 2 years & 6 months 


Permit Process------------------------------------------------------  9 months 


Construction--------------------------------------------------------  2 years & 6 months 


 


Total completion time is 6 years and 9 months from the Award of Contract date. 


  


 
 


 


 


Tasks 2019 2020 2021 2022 2023 2024 2025 


Award of Contract                              
Development Agreement                             
Project Design & Finance                             


Permit Process                             
Construction                             







 AFRA CONSTRUCTION & DESIGN
2501 YALE BLVD. SE, SUITE 102 

ALBUQUERQUE, NM 87106 

PHONE: 505-242-1745 

FAX: 505-242-1737 

March 30, 2019 

Project Schedule for Project Hotel 

Award of Contract-------------------------------------------------  6 months 

Development Agreement & Project Entitlements-------------  6 months 

Project Design, CEQA process, & Financing------------------ 2 years & 6 months 

Permit Process------------------------------------------------------  9 months 

Construction--------------------------------------------------------  2 years & 6 months 

Total completion time is 6 years and 9 months from the Award of Contract date. 

Tasks 2019 2020 2021 2022 2023 2024 2025 

Award of Contract 

Development Agreement 

Project Design & Finance 

Permit Process 

Construction 
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Representative Site Visit 

Date: 3/28/19 Location:  635 Hotel Circle 
South, San Diego Project Visited: Shiva Management/HIG 

Port Attendees: Penny Maus,  
Dept. Mgr. Bus. Dev. RE 
Tara Henos, 
Asset Mgr. Bus Dev. RE 

Management Team 
Attendees: 

Hemant Chhatrala, 
Darshan Patel 

Meeting Summary: 

Q.1 Approach to the Project: As a newer concept, how do you plan to ensure success? 

A.1
The team plans to work closely with their sales and marketing team to market the hotel and reach out 
to different markets, both for travel and leisure.  

Q.2 Approach to the Project: How do you plan to activate spaces both for the public and guests? 

A.2
No plans to provide space for the public as the amenities will be for guests only. No food and 
beverage concept for the public. The food and beverage provided for guests will be limited as to keep 
their ADR rates low.  

Q.3 Project Team and Relevant Experience:  How familiar are you with the CEQA and Coastal process? How 
will a longer project schedule affect your project proposal? 

A.3
No experience with CEQA, limited experience with Coastal Commission.  Have work on Sandcastle 
Inn, Hotel Point Loma and Pacific Inn, all are within the Coastal.  
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Project Specific Questions 

• Are they proposing to use any of the annex building? Not planning to use the 
Annex building. Have no plans for it, unless they need to use it. Their proposal 
plans to use the empty parking lot and working around the building.  

• I’m curious why they aren’t proposing to use any of the in-lieu fees. Decided to 
use the $6 million in lieu fees. The team has sent an updated proforma.  
 

• What is the square footage of the site proposed for development? 99,550 sqft 
• Does the proposal anticipate the Budget facility along Palm remains? Yes 
• Are there agreements in place between InterContinental Hotel and HIG for the 

Avid brand? No 
• How is the Holiday Inn Express in Mission Valley performing? Currently at $154 

AD with a 85% occupancy rate 
• How is the Avid hotel in Oklahoma City performing? Only have been open for 4 

months. Will be sending additional information. 

 
• Please provide a breakdown of how many beds per room. Will be sending a 

breakdown of beds per room. 
• How many ADA parking spots? 19 ADA parking spots.  
• Any plans for online marketing/advertising? The team plans on using email 

blasts, flyers, banners. In addition to reaching out to conventions and working 
with travel packages, fliers. They are also working with Travel Media Group 
online via social outlets.  

• What are your plans for outreach regarding events? Working with their in house 
social team 

• Have you worked with CCC or CEQA before? No experience with CEQA, limited 
experience with Coastal Commission.  Have work on Sandcastle Inn, Hotel Point 
Loma and Pacific Inn.  
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Photos:  
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