
EXCLUSIVE NEGOTIATING AGREEMENT 

San Diego Unified Port District 
Document No. - 67343 
Filed, __ 0_CT_0_2_20_17 __ _

Office of the District Clerk 

THIS EXCLUSIVE NEGOTIATING AGREEMENT ("Agreement") is made and entered 
into as of this 2nd day of October, 2017 by and between the SAN DIEGO UNIFIED 

PORT DISTRICT, a public corporation, hereinafter called "District" and PROTEA 

WATERFRONT DEVELOPMENT, LLC, a California. limited liability company, 
hereinafter called "Developer" or "PWD" in the capacity as managing member of 
1 HWY1; and the District and Developer are collectively referred to herein as the 
"Parties" or individually at times referred to as a "Party''. 

WITNESSETH: 

WHEREAS, on February 22, 2016, staff issued a Request for Proposals 16-04ME 
("RFP") for 70 acres of land and water located within the District's Central Embarcadero, . 
in the City of San Diego, California, generally shown on Exhibit "A" attached hereto and 
incorporated herein by reference, as such boundaries may be modified by the District 
following completion of a survey or plat map ("Property"); and 

WHEREAS,. on May 2, 2016, the District received eleven proposals and six were 
deemed complete; and 

WHEREAS, the proposals from Gafcon, Inc. (on behalf of a yet to be formed entity 
1 HWY1 (as defined below)), Great Western Pacific, HKS, McWhinney, OliverMcMillan, 
Inc., and Ripley Entertainment, Inc. were deemed complete; and 

WHEREAS, on July 13, 2016, the Board of Port Commissioners ("Board") directed staff 
to enter into exclusive discussions with the 1 HWY1 team to further evaluate the 
"Seaport San Diego World Class Waterfront Development" dated May 2, 2016 
("Seaport Proposal"), while not making a final selection or eliminating the other five 
proposals/proposers; and 

WHEREAS, the 1 HWY1 core team is comprised of Developer, ThrillCorp, RCI Group, 
and OdySea, all of which will be the members of 1 HWY1, a California or Delaware 
limited liability company ("1 HWY1 ") when it is formed; and 
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WHEREAS, Developer will be the managing member of 1HWY1; and 

WHEREAS, following the Board's direction staff conducted a preliminary due diligence 
phase and issued a supplemental information request to the 1HWY1 team and 
responses were provided between August 5 and September 19, 2016; and 

WHEREAS, at its November 8, 2016 meeting, the Board selected 1HWY1 as the 
successful proposer, concluded the RFP process, eliminated the other five proposers, 
directed staff to continue due diligence excluding any hotel due diligence, and return to 
the Board at a future date to enter into a preliminary agreement with 1HWY1, and 

WHEREAS, following the Board's direction, staff worked with the 1HWY1 team to 
prepare a due diligence schedule, which included the list of recommended due diligence 
items that were included in the draft resolution attached to the November 8, 2016 
agenda sheet; and 

WHEREAS, the due diligence schedule was sent to the 1HWY1 team on 
January 5, 2017 requiring an update on March 17, 2017; and 

WHEREAS, the 1HWY1 team provided the update on March 16, 2017 and a 
supplemental update on April 6, 2017; and 

WHEREAS, 1HWY1 is the proposed ground lessee and developer for the Property; and 

WHEREAS, the 1HWY1 operating agreement and associated documents will identify 
the roles and level of financial commitment of each of Developer, ThrillCorp, RCI Group, 
and OdySea; and 

WHEREAS, Developer will submit to the District a certified written statement describing 
the roles and level of financial commitment of all of the members of 1HWY1 as provided 
herein; and 

WHEREAS, in the interim, as the proposed managing member of 1HWY1, Developer 
has been acting as the lead on the Seaport Proposal; and 

WHEREAS, on May 16, 2017, pursuant to Resolution 2017-078, the Board directed 
staff to enter into a two-year Exclusive Negotiating Agreement ("ENA") with Developer 
that requires that (1) Developer form, or cause the formation of, 1HWY1 within ninety 
(90) days of entering into the ENA; (2) Developer assigns all of its rights and obligations 
under the ENA to 1HWY1 once the entity has been formed; (3) Developer, or 1HWY1 
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once it is formed and assumes the rights and obligations of Developer under the ENA, 
submits a project description within one year of Developer entering into the ENA; and 
(4) Developer, or 1HWY1 once it is formed and assumes the rights and obligations of 
Developer under the ENA, submits regular progress reports on the financial feasibility of 
the Proposed Development (as defined below) and access to equity and debt sources 
and if such progress reports are not submitted or acceptable to the District, the District 
would have the option to delay, pause or terminate the ENA; and 

WHEREAS, under the ENA, staff will work with Developer, until 1HWY1 is formed and 
Developer assigns its rights and obligations under this Agreement to 1HWY1, to: (1) 
complete post-selection due diligence, (2) refine the Proposed Development (defined 
below) program; and (3) refine development cost estimates and pro forma financial 
analysis for the Proposed Development; and 

WHEREAS, this Agreement is the ENA contemplated in Resolution 2017-078; and 

WHEREAS, the District and Developer are willing to exclusively negotiate, for the period 
set forth herein, a disposition and development agreement or another form of binding 
agreement that will specify the rights and obligations of the Parties with respect to the 
lease, development and operation of the Proposed Development (as defined in Section 
4 below) on the Property (referred to herein as the "Definitive Agreement"); and 

WHEREAS, the Property is currently leased by the District to third parties, or operated 
by the District, and will be used during the term of this Agreement as a specialty retail 
center, parking and other current or future proposed uses as the District deems 
acceptable (collectively, the "Interim Uses"), and the District intends that such Interim 
Uses will continue until such time as execution by the Parties of a lease for the 
Property. 

NOW, THEREFORE, for good and valuable consideration, the sufficiency of which is 
hereby acknowledged, the Parties hereto mutually agree as follows: 

1. INCORPORATION OF RECITALS. The Recitals set forth above are hereby 
incorporated by reference and deemed a part of this Agreement. 

2. AGREEMENT TO NEGOTIATE. 

a. Period of Negotiations. The negotiating period shall commence on 
October 2, 2017 ("Effective Date") and shall end on October 1. 2019 
("Negotiating Period"). 
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Extensions. Notwithstanding the foregoing, the Executive Director of the 
District or his/her designee, in his/her sole and absolute discretion, may 
extend the Negotiating Period and/or the deadlines for the delivery of the 
submittals described in Section 6 in writing by ninety (90)-day increments 
for a total Negotiating Period not to exceed five (5) years by delivering to 
Developer written notice of its election to exercise an extension no later 
than the expiration of the then existing Negotiating Period or submittal 
deadline under Section 6, upon which the Negotiating Period and/or the 
submittal deadline(s) shall be automatically extended to include such 
extensions. The District undertakes no commitment or obligation to the 
Developer to grant any extensions and shall incur no liability to Developer 
resulting from its election not to extend the Negotiating Period or submittal 
deadlines. 

Agreement to Negotiate. During the Negotiating Period, District and 
Developer agree to negotiate in good faith the terms of a Definitive 
Agreement to enable the leasing, development and operation of the 
Proposed Development on the Property. The Definitive Agreement may 
include, as exhibits, a lease or another form of binding agreement, design 
criteria and minimum construction requirements and such additional 
documents and/or security instruments as the District or Developer, may 
reasonably require in connection with the lease, development, financing, 
and operation of the Property including, but not limited to those described 
in Section 6 herein. During the Negotiating Period, the District and 
Developer shall make qualified and authorized personnel available to 
actively participate in negotiations and each Party shall review and provide 
comments on materials provided by the other Party. Subject to the terms 
of Section 14, if the terms of a Definitive Agreement are agreed to by the 
District and Developer during the Negotiating Period, the Developer shall 
execute the Definitive Agreement and the Definitive Agreement shall be 
presented to the Board for approval prior to expiration of the Negotiating 
Period. The Parties understand and agree that the Board has, in its sole 
and absolute discretion, the right to approve, condition or not to approve 
the Definitive Agreement. 

Exclusivity. Except as permitted under Section 22, the District agrees 
during the Negotiating Period, to negotiate exclusively with the Developer 
regarding the leasing and development of the Property for the Proposed 
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Development and to not actively solicit any interest in the leasing or 
development of the Property. Developer agrees that the District is not 
precluded from negotiating with other parties for other developments on 
other District properties, including, but not limited to, those properties 
directly adjacent to the Property; provided, however, that nothing herein 
shall prohibit the District from using the Property as set forth in Section 22, 
including without limitation, for Interim Uses, or from soliciting, negotiating 
and entering into negotiations, leases, permits, licenses, operating 
agreements, management agreements, easements, parking agreements 
or other agreements for any current or future Interim Uses. 

e. End of Negotiating Period. If, at the end of the Negotiating Period (as 
may be extended by the District pursuant to Section 2.b. of this 
Agreement, if applicable). Developer and District have not entered into the 
Definitive Agreement, then this Agreement shall automatically and 
immediately terminate without further written notice. Upon such automatic 
termination and expiration of the Negotiating Period and this Agreement, 
except as set forth in Section 11(e), neither Party shall have any further 
rights, remedies or obligations to the other under this Agreement and the 
Parties shall each be relieved and discharged from all further responsibility 
or liability under this Agreement. 

RIGHTS TO TERMINATE. Except as permitted under Section 13, if at any time 
a Party determines in its sole discretion that the Proposed Development is not 
feasible or financeable or that it does not otherwise desire to proceed with 
negotiations for any or no reason, such Party shall provide written notice to the 
other Party of such determination. Within ten (10) days of delivery of such 
notice, the Parties shall meet to discuss the termination, but without commitment 
to withhold, waive or reverse its termination request. On the date of the meeting, 
or within two (2) days following the meeting, the notifying Party shall confirm 
whether it still desires to tenninate the Agreement and if the notifying party 
makes such an election, the Negotiating Period and this Agreement shall 
automatically terminate on the date of the meeting (if notice is delivered on such 
date) or by delivery of written notice to the other Party after the meeting and, 
except as set forth in Section 11(e), neither Party shall have any further rights, 
remedies or obligations to the other Party under the Agreement and the Parties 
shall each be relieved and discharged from all further responsibility or liability 
under this Agreement. 
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4. PROPOSED DEVELOPMENT. Except as permitted under Section 6.g., for the 
purposes of the Parties' negotiations, as set forth in the Agreement the proposed 
development shall be in substantial conformance with the development concept 
described in the Seaport Proposal for the development and construction of a 
mixed-use master development, which includes, without limitation, retail, 
restaurants, hotels, incidental offices to support water-dependent or water-related 
uses, attractions (i.e., an aquarium, and an observation tower), a Public Trust 
Doctrine compliant educational component, parking, water oriented facilities 
(recreational and commercial fishing), multi-purpose open space and public 
realm uses (each, a "Programmatic Component") on the Property, as modified by 
the supplemental information request dated April 6, 2017 to connect the 
subterranean parking structures to create a larger floor plate and remove the 
pedestrian bridge that connected North and South Embarcadero Marina Parks, a 
water cut at the foot of Kettner Boulevard and the Embarcadero Marina Park 
North, and the pedestrian bridge over the tide pools on the inboard side of the 
Embarcadero Marina Park North(collectively, the "Proposed Development"). 

5. FORMATION OF 1HWY1. Within ninety (90)-days of the Effective Date of this 
Agreement ("Formation Deadline"), the Developer shall cause the formation of 
1HWY1, which shall be a California or Delaware limited liability company and 
include (a) PWD, as managing member; and (b) ThrillCorp, Inc., a Delaware 

r ' corporation ("ThrillCorp"), RCI SD, LLC, a Florida limited liability company 
("RCI"), and OdySea, San Diego, LLC, an Arizona limited liability company 
("OdySea") as the remaining members, each as individual members of 1HWY1. 
Upon Developer's formation of 1HWY1, but prior to the Formation Deadline, the 
Developer shall deliver written notice to the District of the formation of 1HWY1, 
which notice shall include for District's review and approval, in its sole and 
absolute discretion, the following items which shall form the "Formation 
Package": (i) a certified copy of the fomnation documents of 1HWY1 and each of 
its members, the operating agreement of 1HWY1, and a written statement 
certified by the Developer describing the roles and financial commitments of all of 
the members of 1HWY1; (ii) an organizational chart for 1HWY1 identifying all of 
the members; and (iii) a form of assignment and assumption of this Agreement 
between Developer and 1HWY1 ("Assignment & Assumption"), under which 
Developer shall assign to 1HWY1, and 1HWY1 shall assume, all of Developer's 
rights and obligations under this Agreement. Developer shall be in default under 
Section 12 of this Agreement if: (a) Developer fails to form 1HWY1 on or before 
the Fomnation Deadline; (b) Developer fails to deliver to the District the Fomriation 
Package, in a fonn satisfactory to the District, on or before the Formation 
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Deadline; (c) PWD is not the managing member of 1HWY1; (d) ThrillCorp, RCI, 
and OdySea are not each a member of 1HWY1, or (e) the form of Assignment & 
Assumption is not acceptable to the District. Provided this Agreement has not 
been terminated. Developer and 1HWY1 shall execute the Assignment & 
Assumption and deliver a fully executed Assignment & Assumption to the District 
within five (5) business days of receipt of District's approval of the Formation 
Package, upon which 1HWY1 shall replace PWD as the "Developer" under this 
Agreement as of the effective date of the Assignment & Assumption without the 
need for further amendment of this Agreement and PWD, acting as the 
Developer only under this Agreement prior to the effective date of the 
Assignment and Assumption, shall' be released from liability under this 
Agreement as to all actions on and after the effective date of the Assignment & 
Assumption only in its capacity as the "Developer". In no event shall the effective 
date of the Assignment & Assumption be before the District's approval of the 
Formation Package. 

6. REQUIRED SUBMITTALS. Submittal by Developer of the submittals listed 
below is necessary to further define the scope and evaluate the financial and 
market feasibility of the Proposed Development. Accordingly, Developer shall 
deliver the following submittals in accordance with the requirements and 
scheduled dates set forth below (as may be extended by the District pursuant to 

•:<r . Section 2(b) of this Agreement). All submittals required by this Section 6 shall be 
complete and timely. Late or incomplete submittals shall result in a default under 
this Agreement 

a. Market Demand and Feasibility Studies. By no later than October 
16, 2017, Developer shall submit to the District Market Demand and 
Feasibility Studies to: 

i. Demonstrate support for each of the Programmatic Components 
listed below: 

1. Restaurant and Retail 
2. Office 
3. Hotels 
4. Attractions 

a. Aquarium (marine attractions) 
b. Observation Tower 

5. Water Oriented Facilities 
a. Commercial Fishing 
b. Recreational Marina 
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ii.Validate the demand and revenue expense assumptions in the 
financial model. 

b. Pre-Development and Feasibility Milestones. Within ten (10) 
business days after the dates listed in the Pre-Development and 
Feasibility Milestones Schedule outlined in Exhibit "B", attached hereto 
and incorporated herein by reference ("Schedule"), the Developer shall 
deliver a written report to the District detailing Developer's achievement of 
the respective milestone together with any supporting documentation 
described therein for the District's review and approval. 

c. Project Description. By no later than the first anniversary of the 
Effective Date of this Agreement, Developer shall submit to the District a 
detailed project description for the Proposed Development. The project 
description shall be a concise written description of the Proposed 
Development with sufficient detail to understand the Proposed 
Development and related Programmatic Components and to commence 
environmental review in accordance with the California Environmental 
Quality Act (codified as California Public Resource Code §§ 21000 et 
seq.), the California Environmental Quality Act Guidelines (codified as 14 

-California Code of Regulations §§15000) and the District's California 
Environmental Quality Act Guidelines (collectively, "CEQA"); provided, 
however, additional information and data may be requested by the 
District, in the District's sole and absolute discretion, which shall be 
provided by Developer, to enable the District to conduct CEQA review. At 
a minimum, the project description shall include the following information 
for each of the Programmatic Components proposed to be developed on 
the Property: total site area, building(s) square footage, building heights, 
number of floors, areas devoted to specific uses, number of hotel rooms, 
materials to be used and type of construction. Additionally, the project 
description shall include: construction information, including without 
limitation the length and phasing of demolition, construction or 
development and anticipated import and export of dirt; number of parking 
spaces (above-grade and/or below-grade); and type and location of public 
amenities and any proposed infrastructure improvements (land and 
water). All proposed uses and improvements shall be in compliance with 
the Public Trust Doctrine and the California Coastal Act (codified as 
California Public Resource Code §§ 30000, et seq.) ("Coastal Act"). 
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The project description shall be accompanied at a minimum by the 
conceptual drawings for the overall Proposed Development and shall also 
be accompanied by conceptual drawings for each Programmatic 
Component proposed. The Parties acknowledge that the preliminary 
design materials to be provided by Developer pursuant to this Section are 
conceptual in nature and may be subject to revision and refinement 
throughout the Negotiating Period in order to achieve a plan for the 
Proposed Development acceptable to each of the Parties, and through 
the environmental review pursuant to CEQA. The Parties recognize that 
changes may occur in Developer's Proposed Development as additional 
information is obtained during the Negotiating Period. Conceptual 
drawings shall be in sufficient detail to cleariy illustrate the Proposed 
Development and at a minimum shall include the following: 

i. Site/Floor Plans. The site plan shall illustrate a comprehensive 
overview with sufficient detail to understand the scope of the entire 
Proposed Development and shall at a minimum cleariy identify 
locations and size of building footprints for each Programmatic 
Component, areas proposed for public space, parking area 
layouts with estimated parking space counts and vehicular and 
pedestrian access. The site plan should cleariy distinguish area 
allocations among commercial uses, the Public Trust Doctrine 
compliant educational component, water side uses (recreational 
vs commercial fishing uses), service/parking, circulation, view 
corridors, and public areas. Site plan and floor plans for each 
Programmatic Component, as applicable, that includes all levels 
(do not duplicate identical floor plans), subterranean levels and roof 
plans. Detailed floor plans are not required; however, general 
outlines and perimeter infonnation to collaborate illustrated 
elevations must be provided (locations of windows, doors, shear 
walls, etc.). 

ii. Elevations. Colored architectural exterior elevations that provide 
a comprehensive view of the entire Proposed Development and 
illustrate proposed building massing, height, materials and colors, 
and related architectural elements. Elevations must match 
rendering on perspective drawings. Elevations for each building 
face and enlarged elevations for all building frontages shall be 
included. All elevations should identify base datum used in height 
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measurements, colors, and materials. 

iii. Context/Perspective Drawings. Three to five colored renderings 
and drawings approximately thirty inches (30") by forty-two inches 
(42") and hard backed that provide a representative illustration of 
the Proposed Development, cleariy showing massing and the 
relationship of the Proposed Development in context to its 
surrounding environment with the adjacent building masses 
roughed in. Context elements do not need to be photo realistic but 
must accurately convey the bulk, scale, and character of the 
surrounding area. The Developer shall provide a minimum of one 
nighttime rendering for the overall Proposed Development. 

iv. Digital Format. All conceptual drawings described in this Section 
6 shall also be submitted in high resolution digital format(s) in 
addition to or as an alternative to the format(s) described above. 

v. General Requirements. All conceptual drawings, including 
site/floor plans, elevations, and sections must be legible, drawn to 
scale, and be fully labeled and dimensioned and shall include the 
date of plan preparation. Plans should typically orient north up, one 
plan, elevation or perspective per sheet (other than those floor-
plans noted as "typical"). 

vi. Additional Drawings. The District reserves the right to request 
additional and more detailed drawings as necessary to conduct 
CEQA and Coastal Act review for the Proposed Development, each 
Programmatic Component and to cleariy identify any proposed 
changes to the Proposed Development during the tenn of this 
Agreement. 

d. Pro Forma. By no later than the first anniversary of the Effective 
Date of this Agreement and concurrently with the submittal of the detailed 
project description mentioned above, the Developer shall submit to the 
District a cost estimate and pro forma financial analysis (collectively, 
"Project Pro Forma") for the Proposed Development, with the same level 
of detail that a developer of a similar project would use for a pro forma in 
this stage of development when seeking pre-development equity investors 
and without a public subsidy. The Project Pro Forma shall include, at a 
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minimum, the following components and cleariy note and explain any 
updates to the pro forma delivered to the District dated September 2016: 

i. Estimated financing plan for the Proposed Development including: 
total project financing structure, anticipated equity and debt 
requirements, financing approach for each Programmatic 
Component, including infrastructure, and any letters of interest from 
potential financing partners which support the financing plan. 

ii. Sources and uses for each Programmatic Component and the total 
Proposed Development for pre-development, construction and 
stabilized periods. 

iii. Each Programmatic Component including, without limitation, for the 
hotel, office, retail, amenifies, attracfions and educational uses at a 
minimum the then projected: room count; food and beverage 
outlets; meeting space; spa, retail, office, recreational and ancillary 
facilifies; building footprint; approximate net and gross building 
square feet enclosed by component; approximate net and gross 
leasable square feet for office and retail components; square 
footages for open air components such as terraces, pool decks, 
and other amenity areas; and surface and structured garage 
parking spaces expressed in numbfer of spaces> arid square 
footage, slip mix and rental rates for recreational marina and 
commercial fishing components. 

iv. Cost estimate for all Programmatic Components of the Proposed 
Development (at a minimum, all items listed in Section 6.c above), 
including, without limitafion, direct costs such as site improvements, 
site building costs for each disfinct programmable space, tenant 
improvements, furniture/fixtures/equipment, amenities, and parking; 
indirect costs such as architecture/engineering, entitlement costs, 
public permits and fees, legal, accounting, taxes, insurance, 
marketing/lease-up, pre-opening budget of supplies and expense, 
and Developer overhead fee; and financing costs such as loan 
fees, interest during construction and lease-up, and operating 
reserve and any costs associated with equity financing. Site 
improvements and infrastructure shall be allocated to each 
Programmatic Component. Development costs shall include an 
estimate of any temporary facilities or transition spaces proposed. 
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V. Assumed duration of pre-development and construction periods for 
each Programmatic Component. Assumptions and phasing plan for 
construcfion and associated assumptions for development and 
construction expenditures and matching funding sources and uses 
for such expenditures. 

vi. A breakdown of the estimated rent to be paid to the District for each 
Programmatic Component, including basis, calculafion and any 
assumed minimum rent for pre-development and construction 
periods and at a minimum the first 10-years of operations, which 
shall indicate the anticipated year of stabilization; provided, 
however, the District may request that that the Developer provide a 
long-term projection of rent (which could be up to 66-years) to be 
paid to the District for each Programmatic Component on an annual 
basis. 

vii. Estimated gross revenues, operating expenses and net operafing 
income ("NOI") (net of District rent) for each Programmatic 
Component and the total Proposed Development along with 
detailed revenue, expense, occupancy, lease-up, and inflation 
assumptions for each for at a minimum the first 10-years of 

, operations, which shall indicate the anticipated year of stabilization. 
The Project Pro Forma should include all revenues anticipated for 
the Proposed Development. The estimate of NOI should be 
reasonably consistent with the Market Demand and Feasibility 
Studies referenced in Section 6(a) above. 

viii. Projected capital reserve requirements and capital expenditures 
for each Programmafic Component and for the total Proposed 
Development. 

ix. Assumptions concerning valuation/sale for each Programmatic 
Component and calculation of proceeds from disposition net of any 
associated expenses. 

x. Estimated cash flow before debt service for each Programmatic 
Component and the total Proposed Development for the flrst 10-
years of operations and calculation of unlevered Developer returns. 
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xi. Projected debt service requirements (construction and permanent 
flnancing) for each Programmafic Component (as applicable) and 
the total Proposed Development, including financing assumptions 
and calculations of debt service. 

xii. Calculafion of cash flows to equity for each Programmatic 
Component and the total Proposed Development and calculation of 
levered Developer returns. 

xiii. AII calculated levered and unlevered returns to Developer, which 
may include internal rates of retum, cash mulfiples, and/or return on 
investment/cost shall be accompanied by a clear statement 
regarding the Developer's profit/return requirements. 

xiv. Cost, market, and economic assumptions used by Developer to 
prepare such projections and the Project Pro Forma. 

xv. Cash flow projection shall cleariy indicate estimates of the required 
equity investment by Developer; all debt service obligafions for 
construcfion, bridge, and/or permanent financing; and the economic 
return to Developer in terms of internal rate of return, cash multiple, 
and/or return on investment/cost requested by Developer. 

xvi. Projection of the ground lease revenues payable to the District 
during construction and the initial ten (lO)-year operafing period. 

xvii. Rental, monetary, financing and other concessions or incenfives 
that are requested by Developer in order to achieve the projected 
investment and returns requested by Developer. 

xviii. The Project Pro Forma shall be submitted in an editable Microsoft 
Excel fonnat with all working fonnulas and assumptions. Cash flow 
projections shall be provided for pre-development and construction 
periods and the first ten (lO)-years of operations. All cash flow 
values shall be based on Developer's assumptions provided in the 
Project Pro Forma and shall not make use of "hard-coded" values. 
The Project Pro Forma shall be presented and formatted in a 
manner that is reasonably acceptable to the District and readily 
enables the District to: 
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t . determine the feasibility of the Proposed 
Development; 

2. verify the cost, market, and economic assumptions 
used by Developer; and 

3. sensifivity test a range of alternative inputs. 

The District reserves the right to request periodic updates to the Project 
Pro Forma after its submittal due to changes in the Proposed 
Development during the Negotiafing Period. The District will provide 
reasonable fime for Developer to obtain and submit to the District such 
updates. 

e. Additional Submittals. In addition to the informafion described in 
Sections 6(a)-(d) above. Developer acknowledges and agrees that the 
District reserves the right at any time to reasonably request from 
Developer additional information, including data and financial documents 
to determine and/or confirm Developer's relevant experience with similar 
scale mixed use developments, its approach to financing and capability to 
construct, develop, and operate the Proposed Development. The District 
will provide reasonable time for Developer to obtain and submit to the 
District such addifional information. 

f. Periodic Financial Feasibility Updates. Every ninety (90) days 
during the Negotiating Period, without notice from the District, Developer 
shall deliver to the District a written progress report, in a form satisfactory 
to the District in its sole and absolute discrefion, identifying the current 
status of the financing plan for the construction, development, financing 
and operation of the Proposed Development ("Financing Plan"). The 
written progress reports shall include without limitafion, a descripfion of the 
financing structure, funding responsibilifies, and current equity and debt 
sources for the Proposed Development, updates to the last progress 
report, and copies of all valid letters of interest and/or financial 
commitment(s) related to funding for the Proposed Development. Prior to 
the District presenting the Board with the Definitive Agreement for their 
consideration, the Developer shall provide the District with a final progress 
report demonstrafing that the Developer has an adequate Financing Plan 
to construct, develop, and operate the Proposed Development. 
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g. Changes to Proposed Development. The Parties acknowledge 
that the materials to be provided by the Developer pursuant to this Secfion 
6 are conceptual in nature and the Parties recognize that changes may 
occur in Developer's Proposed Development as additional information is 
obtained by the Parties during the Negofiafing Period and will be subject 
to revision, refinement throughout the Negotiafing Period in order to 
achieve a plan for the Proposed Development acceptable to both of the 
Parties. As such, the Developer shall submit written documentation 
advising the District of any changes to the Proposed Development, 
including but not limited to, changes to Programmafic Components 
resulfing from market demand and feasibility studies, development plan 
revisions, financial feasibility analyses, construction cost estimates, 
markefing studies, soils and hazardous materials investigafions, test and 
reports, and other post-selection due diligence items and shall submit 
within a reasonable fimeframe updates to the submittals previously 
delivered to the District under this Section 6 to cleariy identify and reflect 
changes to the scope, scale or location of the Proposed Development for 
the District's consideration and approval. 

h. Due Diligence and Ground Work. Upon written request from 
Developer, the District shall conduct environmental review pursuant to 
CEQA, and consider approval of necessary permits and ehtitlements, 
including without limitafion Coastal Act pennits or exclusions and one or 
more temporary District Right of Entry License Agreement ("ROE 
License") for those portions of the Property not subject to an agreement 
with a third party and under the immediate control of the District 
(collectively, "District Controlled Areas") permitting the Developer and its 
employees, contractors, subcontractors and agents to enter designated 
portions of the District Controlled Areas for the purposes of conducting 
soils tests and other due diligence tests, investigafions and examinations 
in, on, under or about the District Controlled Areas (the "Work"), all at 
Developer's sole and absolute cost. In addition to other conditions that 
may be required through the CEQA, Coastal Act or other pennitting 
processes, at a minimum, the following condifions shall apply to any ROE 
License authorizing Work requiring ground disturbance or consisting of 
any subsurface or invasive tesfing or investigafions ("Ground Work")": 
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i. Developer shall submit a Work plan to the District for Ground Work 
and obtain District approval thereof, which shall be granted or 
withheld in the District's sole and absolute discretion; and 

ii. A District appointed monitor with the experience in the type of 
Ground Work proposed to be conducted ("Monitor") shall be present 
to observe the Ground Work. Ground Work shall not proceed without 
the Monitor being present unless such requirement is waived by the 
Execufive Director or her designee in writing. In the event of any 
exacerbation of a pre-exisfing hazardous materials condition, the 
Monitor shall determine whether the Ground Work was carried out in 
accordance with the Work plan, in a non-negligent manner and in 
accordance with commonly accepted industry standards. 

a. Indemnity. Developer agrees, to the fullest extent provided by law, 
to defend, indemnify and hold the District, its agents, officers and 
employees, and the Property free from any and all liability as a result of 
the Work or the exercise of said ROE License, except to the extent arising 
out of: 

i. Developer's discovery of any pre-existing condifion unless Developer: 
(1) negligently exacerbates such condition; (2) performs the Work in a 
manner that is inconsistent with commonly accepted industry 
standards, or (3) performs the Ground Work in a manner inconsistent 
with the Work plan; or 

ii. the District's sole negligence or willful misconduct. 

b. CEQA Review of ROE License. Developer acknowledges and 
agrees that the ROE License may be subject to review under CEQA, the 
cost of which shall be borne by Developer. Prior to entering any portion of 
the District Controlled Areas, Developer agrees to obtain insurance as 
specified in the ROE License, which insurance shall, among other things, 
be endorsed to read that all policies are primary policies and to name the 
District as an additional insured. 

c. Term of ROE License. The ROE License shall have a term 
reasonably necessary for Developer to conduct the Work, but in no event 
shall said term continue beyond the eariier of the termination of this 
Agreement or the expiration of the Negotiafing Period. 
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DEVELOPER'S FINDINGS, STUDIES AND REPORTS. 

a. Products. In connection with the Proposed Development, 
Developer shall be preparing or causing to be prepared design, 
architectural and engineering products, plans, reports, test, studies, cost 
estimates and investigations with respect to the Property and the 
Proposed Development, including, but not limited to, providing the District 
with development plan revisions, financial feasibility analyses, construction 
cost estimates, surveys, markefing studies, soils and hazardous materials 
investigations, tests and reports, engineering reports, geotechnical 
reports, plans and specifications, other due-diligence materials, material 
correspondence and work product documents (collectively, "Products"). 
Developer agrees to make written progress reports, in form satisfactory to 
the District, advising the District on all matters related to the Proposed 
Development and the Products. Developer shall provide the District 
copies of all final Products prepared or commissioned by Developer 
and/or obtained from third parties with respect to this Agreement and/or 
the Proposed Development. Developer further acknowledges that it may 
be necessary or desirable to share with the District drafts and 
progressions of the Products prepared or commissioned by Developer in 

,order to meet the requirements of Sections 6 and 14, to permit the District 
to conduct is due diligence with respect to Developer and the Proposed 
Development and to carry out its planning and entifiement efforts with 
respect to the Proposed Development, and to otherwise further the 
purposes of this Agreement, and Developer agrees to cooperate with the 
District in making such drafts and document progressions available. 

b. Transferable Products. "Transferable Products" shall mean all 
reports, plans, specifications, studies, esfimates and other informafion or 
analysis generated by Developer and/or obtained by third parties 
pertaining to the physical condition of the Property, and shall include 
without limitafion, the Products. Developer shall use commercially 
reasonable efforts to cause all contracts with its consultants and 
contractors for preparation of Transferable Products to require that such 
Transferable Products be prepared for the benefit of Developer and the 
District, and be transferable to and by the District in whole, and shall 
impose no restriction, cost or fee with respect to transfer of such 
Transferable Products to or by the District or use thereof by the District or 
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any person or entity to which the District transfers the Transferable 
Products. Upon termination of this Agreement without execution of a 
Definifive Agreement by the District and Developer, Developer shall be 
deemed to have transferred its interest in the Transferable Products to the 
District, without representation or warranty except as to the delivery of the 
most current form of the Transferable Product in whole to the District, such 
Transferable Products shall become the property of the District and shall 
be delivered to the District immediately if not delivered in whole previously, 
and the District shall have the right, in its sole discrefion to use, grant, 
license or otherwise dispose of such Transferable Products to any person 
or entity for development of the Property or any other purpose at no cost 
or expense to the District provided that the Developer shall have no 
liability whatsoever to the District or any transferee of title to the 
Transferable Products regarding the accuracy or breadth of any 
information contained in the Transferable Products or the use of the 
Transferable Products (except as it relates to the transferability of the 
Transferable Products by the third party and the delivery of the 
Transferable Products to the District in whole). This Section 7 shall 
survive the expiration or eariier termination of this Agreement. 

8. AGREEMENT TRANSFER. The expertise, experience and financial 
capability of (a) PWD as managing member of 1HWY1; and (b) ThrillCorp,'RCI' 
and OdySea as individual members of 1HWY1, to undertake development of the 
Property as contemplated by this Agreement are of significant importance to the 
selection by the District of 1HWY1 as the successful proposer pursuant to the 
RFP and the entry by the District into this Agreement. Any attempt to transfer or 
assign this Agreement or any rights or dufies, or obligafions hereunder (other 
than to 1HWY1 as expressly provided in this Agreement), whether by operafion 
of law, through a pledge, hypothecation, or otherwise, shall be void and shall 
result in a default under this Agreement. In addifion, during the Negofiafing 
Period, if without the prior written consent of the District: (i) any assignment or 
transfer of any ownership interest in Developer prior to the date this Agreement is 
assigned to 1HWY1; (ii) PWD changes its form of entity from a California limited 
liability company; (iii) any assignment or transfer of any ownership interest in 
1HWY1 after the Formation Package is delivered to the District; or (iv) if 1HWY1 
changes its form of entity or place of incorporation, the transfer shall be void and 
Developer shall be in default under this Agreement. Notwithstanding the 
foregoing, after the effective date of the Assignment & Assumption approved by 
the District, but subject to the District's express right not to enter into a Definitive 
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Agreement with Developer, the District's consent for a direct or indirect transfer 
of membership interests in Developer or admission of new members into 
Developer shall not be required so long as after the transfer (i) PWD shall remain 
as the managing member of Developer with active and direct control and 
supervision of the operafions of Developer, (ii) PWD, ThrillCorp, OdySea and 
RCI collectively hold at least 51% of the direct or indirect vofing membership 
interests in Developer, (iii) the proposed transferee and its principals are 

reputable (meaning the absence of a reputafion for dishonesty, criminal conduct, 
or association with criminal elements), provided that "reputable" does not mean 
"presfigious", nor does the detenninafion of whether one is reputable involve 
consideration of personal taste or preference, (iv) if the proposed transferee or 
new member (or its principals) is a tenant of the District, such person or entity 
(or its principals) is then in good standing with the District under its agreements 
with the District, (v) there is no change in entity form of 1HWY1, (vi) Developer 
delivers to District prior written nofice of such action lisfing the new member(s) 
and its principals, along with an updated organizafional chart showing the new 
member(s), member (s) operating, partnership or other formation agreement and 
a certified copy of the formation documents for the new member(s), and (vii) any 
addifional information on the new member(s) as is reasonably requested by 
District. In addifion, at the request of the District from fime to fime, within thirty 
days (30) after a request from the District, the Developer shall provide to the 

, District a detailed organizational chart and other informafion to determine the 
person(s) and entifies holding a direct or indirect interest in Developer and who 
has control over Developer including information on beneficial ownership and 
vofing rights to make such determination. 

9. COSTS AND EXPENSES. Except as othenwise expressly set forth in this 
Agreement, each Party shall be responsible for its own costs and expenses in 
connection with any activifies and negofiafions undertaken in connection with the 
performance of its obligafions under this Agreement; provided, however. 
Developer, and not the District, shall be responsible for all fees associated with 
review and approval of a Proposed Development project as outlined in Board 
Policy No. 106 for Cost Recovery User Fee and all processing fees and costs 
associated with application for, and processing of, the environmental review set 
forth in Secfion 14 below, including, but not limited to, all of the District's costs of 
preparing any environmental studies as may be determined to be required by the 
District, in its sole and absolute discretion. Prior to assessing any fees under 
Board Policy No. 106, the District shall provide Developer with an esfimate of the 
fees. 

19 

Page 19 of 255B



10. NOTICES. Nofices given or to be given by the District or Developer to the other 
may be personally served upon the District or Developer or any person hereafter 
authorized by either in writing to receive such notice on its behalf or may be 
served by certified letter (return receipt requested) addressed to the appropriate 
address hereinafter set forth or to such other address as the District and 
Developer may hereafter designate by written notice, and shall be deemed 
delivered on the date of personal delivery, or if delivered by certified mail, upon 
the date shown for delivery in the returned receipt or three days after the deposit 
of the certified letter in the United States mail, whichever is eariier. All nofices 
shall be in writing and shall be made as follows: 

a. All notices to Developer shall be given or sent by certified mail to: 

Protea Waterfront Development, LLC 
Attenfion: Yehudi Gaffen 
5960 Cornerstone Court West, Suite 100 
San Diego, CA 92121 

b. All notices to the District shall be given or sent by certified mail to: 

Director, Real Estate 
San Diego Unified Port District 
3165 Pacific Highway 
Post Office Box 120488 
San Diego, CA 92112-0488 

Any Party may designate a different address by giving written notice as set forth 
in this Section. 

11. NEED FOR DEFINITIVE AGREEMENT. 

a. Purpose of Agreement. The Parties acknowledge and agree that this 
Agreement is for the sole purpose of stating the intention of the Parties to 
negotiate and potentially enter into the Definitive Agreement. The Parties 
acknowledge that this Agreement establishes a process for the Parties to 
negotiate, exchange information and for the Developer to establish a 
project description for the Proposed Development to initiate the CEQA 
process and the Parties do not intend to be bound to carrying out the 
Proposed Development or any Programmafic Components thereof unfil 
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the Definitive Agreement is executed by both Parties. District's execution 
of this Agreement is merely an agreement to enter into the Negotiating 
Period, according to the terms presented herein, reserving full and final 
discretion and approval by the Board as to actions required, if any. This 
Agreement is not, and the Parties do not intend that this Agreement to be 
the Definitive Agreement. Subject to the obligations and rights expressed 
in this Agreement, unless and unfil a Definitive Agreement is approved as 
set forth in Section 11(c) and executed by both Parties, the Parties do not 
intend to be bound in any way to any other agreement. Each Party's 
acknowledgement of this Agreement is merely an agreement to enter into 
the Negotiafing Period according to the terms presented herein, reserving 
final discretion and approval of any Definitive Agreement by the Board (or 
in the case of Developer, its principals) as to acfions required, if any. 

b. Framework of Negotiations. The District and Developer acknowledge 
that this Agreement is a framework for negotiation of essential terms in a 
Definitive Agreement, but that they have not agreed upon the essential 
terms or the material elements of a transaction, including, without 
limitation, the rent, the final legal description of the Property subject to the 
Definitive Agreement, the fime or manner of and significant terms related 
to the Definitive Agreement, the condifions precedent to lease, if any 
(including without limitation, related to the-designi ;and^ e of.the 
Proposed Development) and the requirements related to development of 
the Proposed Development, each of which are an essenfial component of 
the transacfion which shall be the subject matter of their further 
negofiafions and shall be set forth, if at all, in a Definifive Agreement 
approved by the Board (or in the case of Developer, its principal(s)), in its 
sole an absolute discretion, and executed by authorized representatives of 
each of the District and Developer subject to said approval. Further, 
Developer acknowledges that the design of the Proposed Development, 
the identity, stability and financial capacity of Developer, 1HWY1 team and 
1HWY1, and the terms and conditions of the lease of the Proposed 
Development, if any, will be of material concern to the District and 
comprise part of the essential terms that are not yet agreed upon by the 
Parties. 

c. Not Binding Until Formally Approved. The Definifive Agreement shall 
not be approved or binding upon the Parties unless and until it is fully 
executed by Developer and the District, approved by counsel of each 
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Party as to form and legality, and approved by the authorized 
representafives of Developer and by the Board and following compliance 
with all laws, including without limitation, CEQA. The concurrence of the 
Executive Director or her designee with the terms and provisions of the 
Definitive Agreement shall not be construed or interpreted as the District 
approving or accepting such terms and shall not be relied on by 
Developer. If the Board disapproves the CEQA analysis for the Definitive 
Agreement or Proposed Development, disapproves the Definitive 
Agreement or any other permit requiring Board approval during the 
Negotiating Period, this Agreement will automafically and immediately 
terminate; provided that if the Board requests modifications to any of the 
foregoing, the Parties may mutually agree to extend the Negofiafing 
Period, if necessary, to address the Board requested modifications and to 
permit resubmittal of the CEQA analysis and/or a Definifive Agreement to 
the Board. 

Outreach. During the Negotiafing Period, Developer shall participate with 
the District in public outreach efforts including stakeholder outreach and 
Board meefings and other outreach as necessary to promote the 
Proposed Development. 

Termination and Survival Provisions. Notwithstanding.;;.any other 
provision of this Agreement, this Agreement and its terms are binding on 
the Parties unfil this Agreement terminates and, further, the provisions of 
Section 7 (Developer's Findings, Studies and Reports), Section 9 (Costs 
and Expenses) (as it relates to the obligation of Developer to pay specified 
fees and costs incurred by the District), Section 13 (Remedies for Breach 
of Agreement), Section 15 (Attorneys' Fees), Section 30 (No Broker), 
Section 31 (No Agreements with Third Parties), and Section 33 (OFAC 
Compliance) shall survive the terminafion of this Agreement and the 
Parties shall each remain liable with respect to each of such surviving 
provisions, as set forth in this subsection 11(e) for all obligafions, fees, 
costs and expenses thereunder incurred during or as a result of matters 
arising during the Negofiafing Period. 

This Section 11 shall survive the expiration or eariier temninafion of this 
Agreement. 
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12. DEFAULT. Failure by either Party (a) to negofiate in good faith, (b) to negotiate 
exclusively, as provided in Section 2(c), or (c) perform any other of its obligations 
as provided in this Agreement, including without limitafion, the delivery of the 
submittals set forth in Section 6, shall constitute an event of default under this 
Agreement. The non-defaulting Party shall give written notice of a default to the 
defaulting Party, specifying the nature of the default and the action required to 
cure the default. If the default remains uncured for twenty (20) days after the 
date of such nofice it shall be deemed an "Uncured Default", and the non-
defaulfing Party may terminate this Agreement as set forth in Section 13(a) of 
this Agreement. 

13. REMEDIES FOR BREACH OF AGREEMENT. 

a. Termination. In the event of an Uncured Default by the District, 
Developer's sole remedy shall be to terminate this Agreement. In the 
event of an Uncured Default by Developer, the District's sole remedy shall 
be to terminate this Agreement. Except as set forth in Section 11(e), after 
termination of this Agreement by either Party, neither Party shall have any 
further rights, remedies or obligations to the other Party under this 
Agreement and the Parties shall each be relieved and discharged from all 
further responsibility or liability under this Agreement. 

b. Limitations on Remedies. Developer acknowledges that'•'the District 
would not have entered into this Agreement if the District could become 
liable for damages or specific performance under or with respect to this 
Agreement, the Definitive Agreement or the Proposed Development. 
Consequently, without limifing any other terms of this Agreement and 
notwithstanding any actual or alleged default, including without limitafion, 
any Uncured Default, by the District or Developer: 

i. the District shall have no liability for monetary damages or specific 
performance for the breach of this Agreement to Developer (except 
with respect to attorneys' fees awarded by a court pursuant to 
Section 15 herein) or any third party; and 

ii. except with respect to claims arising under the sections described 
in Section 11(e), including without limitation, those payable by 
Developer with respect to Section 9, Developer shall have no 
liability to the District for monetary damages or speciflc 
performance for the breach of this Agreement. 
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c. Release. Without limifing the generality of the foregoing, except as set 
forth in Section 13(b), each Party hereby expressly waives, releases and 
relinquishes the right to any and all damages and/or monetary relief 
(whether based in contract or in tort), including, without limitafion, any right 
to claim direct, compensatory, reliance, special, indirect or consequenfial 
damages with respect to or arising out of this Agreement and any other 
rights or claims it may otherwise have at law or at equity. In addition. 
Developer further expressly waives and irrevocably releases the District 
with respect to: 

i. any right to specific performance for conveyance of, or to claim any 
right of title or interest in the Property or any portion thereof, 

ii. any right to record a lis pendens or to otherwise place a lien or 
restriction of any type upon or affecting the Property, and 

iii. any and all claims, damages, liabilities, costs, expenses that 
Developer may now or hereafter have or incur relafing to or arising 
from: 

1. the terms of this Agreement including, without limitafion, the 
informafion set forth herein or the termination hereof, and 

2. any action or inaction of the District in connection with this 
Agreement, including without limitafion, the exercise by the 
District of its discretion, decision, judgment with respect to 
the foregoing or the failure of the District to enter into the 
Definitive Agreement. 

With respect to all releases and waivers made by the Developer under or 
pursuant to this Agreement, the Developer hereby waives the application 
and benefits of California Civil Code § 1542 and hereby verifies that it has 
read and understands the following provision of California Civil Code § 
1542: 

"A general release does not extend to claims which the 
creditor does not know or suspect to exist in his or her 
favor at the time of executing the release, which if known 
by him or her must have materially affected his or her 
settlement with the debtor." 

DEVELOPER: 
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14. CEQA, ENTITLEMENTS AND RESERVATION OF DISCRETION. This 
Secfion 14 shall apply notwithstanding any other provision of this Agreement. 
The Parties agree and acknowledge that compliance with CEQA is a legal 
precondition to the District's or Board's commitment or approval of any 
discretionary District action for a project that may result in a direct or indirect 
physical change to the environment, including, without limitafion the Definitive 
Agreement, a Port Master Plan Amendment ("PMPA"), if required and a Coastal 
Development Permit ("CDP") for the Proposed Development ("Discretionary 
Actions"). No approval of the Discrefionary Acfions shall be approved or deemed 
to be approved by the District or the Board, until after the CEQA analysis for the 
same and the Proposed Development is considered and approved by the District 
or Board in accordance with the requirements of CEQA. The Parties also 
acknowledge and agree to the following terms and conditions: 

a. Preparation of a PMPA, CDP and CEQA analysis by a Consultant (defined 
below). If deemed necessary by the District, in its sole and absolute 
discrefion, a PMPA and CDP under the Coastal Act for the Proposed 
Development may be required. CEQA analysis shall also be required. The 
District, in its sole and absolute discretion, may have the CEQA analysis, 
PMPA or CDP prepared by one or more private firms (collectively, 

. "Consultant") under a three-party agreement executed by the District, 
Developer and the Consultant. If the District decides that such a three-
party agreement is required. Developer shall enter into said agreement. 
The Parties intend that the three-party agreement include, at a minimum, 
the following provisions: 

i. Developer agrees to pay for all of the District's Consultant cost, 
including, without limitafion, the Consultant fees for preparing the 
CEQA analysis, PMPA, or a CDP and obtaining California Coastal 
Commission ("Coastal") approval of said entifiements, and any 
other required entifiements; and 

ii. Developer will direcfiy pay such costs as they are incurred within 
30-days after Developer receives written request for payment from 
either the District or the Consultant. Developer shall fully and 
fimely cooperate with the District and, if applicable, the Consultant, 
in furnishing information required for the District's consideration of 
its approval of the CEQA analysis, PMPA or CDP and the District's 
efforts to obtain approvals from the Coastal. Said cooperafion shall 
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include, without limitation, submitting necessary and useful 
information at the request of the District or the Consultant and 
attending and presenfing at community workshops or other public 
forums where issues relafing to the CEQA analysis, PMPA, CDP or 
other entifiements are discussed. Developer shall have the right to 
review all costs including third party studies and documents 
and protest any unreasonable fees. Notwithstanding the above, 
if this Agreement is terminated. Developer shall have no liability to 
pay any future costs or expenses incurred pursuant to this 
Section 14(a) after the date of termination of the Agreement, but 
shall pay all costs and expenses up to the date of termination. 
Prior to incurring any fees, the District shall provide Developer with 
an estimate of the fees. 

Review and Approval of the CEQA Analysis, PMPA, CDP and Proposed 
Development. The Parties agree and acknowledge that an approval of a 
project under CEQA Guideline Secfions 15352 and 15378 has not 
occurred by the District's approval of this Agreement. The CEQA analysis, 
Discrefionary Actions and Proposed Development may be reviewed and 
considered by the Board, in its sole and absolute discretion and the 
Parties acknowledge and agree that this Agreement is not and does not 
guarantee approval of the CEQA analysis, required findings,, including-
without limitation a Statement of Overriding Considerations, a Mitigation 
Monitoring Reporting Program ("MMRP") or any permits, entitlements 
(including, without limitation, the Discrefionary Acfions), improvements or 
other projects (collectively, "Required Approvals") for the Proposed 
Development or the Proposed Development itself as contemplated by this 
Agreement or othenrt/ise. The Parties further agree and acknowledge that 
the Board and District retain sole and absolute discretion to, among other 
things: 

i. prepare, adopt, or disapprove an exemption, a Mifigated Negafive 
Declaration ("MND") or an Environmental Impact Report ("EIR"), 
pursuant to CEQA for the Proposed Development, Discretionary 
Actions and other required permits and entitlements required to 
carry out the Proposed Development or any other project 
proposed by Developer on the Property; 
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ii. adopt, condifion or disapprove any and all projects including, 
without limitafion, any and all of the Required Approvals or the 
Proposed Development; 

iii. adopt any and all feasible mitigafion measures to lessen potentially 
significant environmental impacts from any project, including the 
Proposed Development; 

iv. modify any project, including the Proposed Development, adopt any 
alternatives to the same, including the "no project" alternative, and 
adopt or refuse to adopt a Statement of Overriding Consideration, if 
applicable, in connection with the CEQA process. 

Developer acknowledges that this Agreement shall not be construed as a direct or 
indirect commitment by the Board, the District or any other entity to take or to not 
take any action, whether under CEQA, the Coastal Act or othen/vise, in connection 
with the Required Approvals or the Proposed Development or any other projects 
related to matters set forth in this Agreement or otherwise. Addifionally, the Parties 
acknowledge and agree that the Discrefionary Approvals and other permits, 
entitlements or project approvals shall not be presented to the District or Board for 
approval unless and until all environmental review under CEQA has been conducted 
and approved. Developer shall have no claim, cause of action, or right to 
compensation or reimbursement frohi District if the Proposed Development or 
Required Approvals are not adopted for any reason or an alternafive, including the 
no project alternative is adopted, or if adopted, the item is subject to the 
performance of certain additional condifions or mifigafion measures. 

Developer fully assumes all the risk that the District, the Board or Coastal will not 
approve or adopt any or all of the Required Approvals or will impose condifions and 
mifigafion measures to the Required Approvals or select an alternative, including the 
no project alternafive. This Section 14 shall survive the expiration or eariier 
terminafion of this Agreement. 

15. ATTORNEYS' FEES. In the event of any dispute between the Parties hereto 
involving the covenants or conditions contained in this Agreement or arising out 
of the subject matter of this Agreement, the prevailing Party shall be entitled to 
recover reasonable expenses, including attorneys' fees and costs. 

16. ASSUMPTION OF RISK. The District and Developer each assume the risk 
that, notwithstanding this Agreement and good faith negotiations, the District and 
Developer may not enter into any Definitive Agreement due to their failure to 

27 

Page 27 of 255B



agree upon essential terms, the type of Definitive Agreement, the Definitive 
Agreement or any CEQA analysis required in connection with the foregoing and 
the Proposed Development. Accordingly, except as specifically set forth in this 
Agreement, neither Party will have any liability to the other in the event that the 
Parties are unable to agree upon the essential terms or to enter into any 
Definitive Agreement. 

17. ENTIRE AGREEMENT. This Agreement constitutes the enfire understanding 
and agreement of the Parties, integrates all of the terms and conditions 
menfioned herein or incidental hereto, and supersedes all negofiafions or 
previous agreements between the Parties or their predecessors in interest with 
respect to all or any part of the subject matter hereof. 

18. TIME IS OF THE ESSENCE. Time is of the essence with respect to all the 
express condifions contained herein. 

19. THIRD PARTIES. Nothing in this Agreement, whether expressed or implied, is 
intended to confer any rights or remedies under or by reason of this Agreement 
on any persons other than Developer and the District and their respecfive 
permitted successors and assigns, nor is anything in this Agreement intended to 
relieve or discharge the obligafion or liability of any third persons to any Party to 
this Agreement, nor shall any provisions give any third persons any right of 
subrogafion or action over or againstany Party to this Agreenient.^ -

20.SECTION HEADINGS. The section headings contained herein are for 
convenience in reference and are not intended to define or limit the scope of any 
provision thereof. 

21. GOVERNING LAW. This Agreement and all of the rights and obligafions of the 
Parties hereto and all of the terms and condifions hereof shall be construed, 
interpreted and applied in accordance with and governed by and enforced under 
the laws of the State of California. 

22. DISTRICT'S RIGHT TO USE PROPERTY. Developer acknowledges that unfil 
such fime as a lease is executed by the Parties, the District shall have the right, 
in its sole and absolute discretion and without consent of Developer, (a) to use, 
operate, manage or lease all or any portion of the Property itself or through a 
third party (which may include Developer, 1HWY1 or one of its affiliates) for any 
and all legal uses, including, without limitafion, any Interim Uses, (b) to construct 
or to permit construction of infrastructure on the Property, including, without 
limitafion, realignment of streets, and repaving and restriping of the parking, .(c) to 
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demolish, or to permit demolition, of any improvements on the Property, (d) to 
construct, or to permit construcfion, on the Property, including, without limitation, 
tenant improvements, as may be needed, in the sole and absolute discretion of 
the District, to confinue the operation of the Property after the expiration or eariier 
terminafion of any lease, permit, license, easement or other agreement with any 
third party or as required by any lease, permit, license, easement or other 
agreement with any third party, (e) to convey portions of the Property and/or 
grant easements in the Property to the City of San Diego or to any public or 
quasi-public entity or to any ufility, as necessary or desirable for the development 
of the Property, (f) to issue temporary licenses or other grant of access rights to 
the Property to the City of San Diego and/or to any other third party, as 
necessary or desirable for the development of ufilities and infrastructure on, 
above or under the Property; and/or (g) to amend, modify, or terminate any of the 
leases, permits, easements, licenses or other agreements related to the 
Property, and none of the foregoing shall be deemed a breach by the District of 
its obligations to negofiate set forth in Secfion 2. Notwithstanding the foregoing, 
the District shall, except with regard to any agreements related to or resulting 
from RFP 17-52ME (Waterfront Retail Opportunity): 

i. provide Developer with written notice if the District enters into a 
lease, temporary use and occupancy permit, or easement following 

. . . . . the . Effective Date of this Agreement, granfing rights to . use . or 
occupy some or all of those portions of the Property excluding the 
Fish Market and the Headquarters leaseholds ("Nofice Property") in 
excess of 1 year but less than 3 years; and 

ii provide Developer with written nofice ten (10) days' prior to 
entering into any lease, temporary use and occupancy permit, or 
easement granfing rights to use or occupy some or all of the Nofice 
Property in excess of three years to allow Developer to object to 
such lease, temporary use and occupancy permit, or easement 
within five (5) days of receiving District's notice and if Developer 
objects within the five (5) days. District shall reasonably consider 
Developer's objection prior to entering into such lease, temporary 
use and occupancy permit, or easement. 

23. CONSENT/APPROVAL. Except as expressly provided elsewhere in this 
Agreement, wherever in this Agreement the consent or approval of the District, 
the Board, the Executive Director of the District, Developer or any of their 
designees is required, such consent or approval may be given or denied in the 
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sole and absolute discrefion of the person or party to which such discretion is 
given. 

24. COMPUTATION OF TIME PERIODS. If any date or fime period specified in this 
Agreement is or ends on a Saturday, Sunday or federal, state or legal holiday, or 
on a day that the District is closed as part of an alternative work week, such date 
will automafically be extended unfil 5:00 p.m.. Pacific Time, of the next District 
business day or of the next day which is not a Saturday, Sunday or federal, state 
or legal holiday. 

25. NO WAIVER. The waiver or failure to enforce any provision of this Agreement 
by a Party will not operate as a waiver of such Party's right to enforce future 
defaults or breaches of any such provision or any other provision of this 
Agreement. 

26. PARTIAL INVALIDITY. If any portion of this Agreement is declared by any 
court of competent jurisdicfion to be invalid, illegal or unenforceable, that portion 
will be deemed severed from this Agreement and the remaining parts of this 
Agreement will remain in full force as fully as though the invalid, illegal, or 
unenforceable portion had never been part of this Agreement. 

27. AMBIGUITIES NOT HELD AGAINST THE DRAFTER. This Agreement has 
. been freely-and voluntarily negotiated by all Parties and the. Parties are aware 
that they have the right to be advised by counsel with respect to the negotiations, 
terms and conditions of this Agreement, and that the decision of whether or not 
to seek the advice of counsel with respect to this Agreement is a decision which 
is the sole responsibility of each of the Parties. This Agreement shall not be 
construed in favor of or against either Party by reason of the extent to which each 
Party participated in the drafting of the Agreement. 

28. CAPACITY OF PARTIES. Each signatory and Party to this Agreement warrants 
and represents to the other Party that it has the legal authority, capacity and 
direction from its principal(s) to enter into this Agreement and that all necessary 
resolutions, ordinances or other acfions have been taken so as to enter into this 
Agreement. 

29. AMENDMENT TO THIS AGREEMENT. Except as set forth in Secfion 2(b), the 
terms of this Agreement may not be modified or amended except by an 
instrument in writing executed by each of the Parties and if applicable, approved 
by the District. 
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30. NO BROKER. Developer represents and warrants that it has not engaged any 
broker, agent, or finder in connecfion with this Agreement and Developer agrees 
to hold the District and its representatives harmless from any losses and liabilities 
arising from or in any way related to any claim by any broker, agent, or finder 
retained by Developer, regarding this Agreement, the Definitive Agreement or the 
lease or development of the Property. 

31. NO AGREEMENTS WITH THIRD PARTIES. Developer acknowledges and 
agrees that this Agreement does not grant, convey, or provide Developer with 
any interest, including without limitafion, a possessory interest, in any portion of 
the Property. Developer shall not enter into or cause or direct any person or 
entity to enter into, any agreement with any person or entity related to the 
Property or this Agreement that (i) binds, or has the effect of binding, the District 
or any portion of the Property; (ii) clouds, or has the effect of clouding, title to the 
Property, including without limitafion, any encumbrances or liens; or (iii) 
confinues beyond the expirafion of the Negofiafing Period or eariier terminafion of 
this Agreement. Developer agrees to provide District at its regular coordination 
meetings with District staff a list of the meefings Developer anticipates it or its 
representatives will have before the next scheduled coordination meeting with 
any government entity or agency (excluding the District), the San Diego 
Foundation and District tenant(s) regarding the Proposed Development; and 

, ,v District shall .advise.Developer or Developer's representafiv©: at such coordination 
meefing which meefing or meetings the District desires to attend in person or by 
phone at no cost to Developer; provided, however, the District shall have the 
right to recover costs permitted under Section 9 of this Agreement, Board of Port 
Commissioners Policy No. 106 and pursuant to any other fee agreement entered 
into with Developer . If District identifies any such meeting that it wishes to 
attend in person or by phone, then Developer and District shall reasonably 
coordinate schedules so that one or more District representatives may attend in 
person or by phone. For purposes of clarity, the Developer's requirement to 
provide advance notice to the District regarding meetings with governmental 
entities or agencies do not apply to (i) general information, record, data or file 
requests to governmental entities or agencies except for State Lands 
Commission, California Coastal Commission, and San Diego Regional Airport 
Authority, or (ii) general information, record, data, file reviews as part of the City 
of San Diego Development Review Process. Notwithstanding anything in 
Section 13 to the contrary. Developer shall indemnify the District for all costs and 
expenses, including without limitation, any and all damages and/or monetary 
relief (whether based in contract or in tort), including, without limitafion, any right 
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to claim direct, compensatory, reliance, special, indirect or consequenfial 
damages with respect to or arising out of Developer's breach of this Section 31. 
This Section 31 shall survive the expirafion or eariier terminafion of this 
Agreement. 

32. NO RELATIONSHIP. Developer and any agent, employee, or contractor of 
Developer shall act in an independent capacity and not as agents, officers or 
employees of the District. The District assumes no liability for Developer's 
actions and performance, nor assumes responsibility for taxes, bonds, payments 
or other commitments, implied or explicit by Developer. Developer shall not have 
authority to act as an agent on behalf of the District unless specifically authorized 
to do so in wrifing. Developer shall make clear to third parties that Developer is 
not an agent, employee, or independent contractor of the District. Nothing in this 
Agreement shall be deemed to create any form of business organizafion between 
the parties, including, without limitafion, a joint venture or partnership. 

33.OFAC COMPLIANCE. Developer represents and warrants to the District that 
(i) Developer and each person or entity owning an interest in Developer is not 
now, and shall not during the Negotiating Period become, a person or entity with 
whom District or any citizen of the United States is restricted from doing business 
with under the Unifing and Strengthening America by Providing Appropriate 
Tools Required to Intercept and Obstruct Terrorism Act of 2001, H.R. 3162, 

' Public Law 107-56 (commonly known as the "USA Patriot Act") and regulations 
promulgated pursuant thereto, or under any successor statutes or regulations, 
including, without limitafion, persons and entifies ("Prohibited Persons") named 
on the Specially Designated Nationals and Blocked Persons List maintained by 
the Office of Foreign Assets Control, Department of the Treasury ("OFAC") 
and/or on any other similar list pursuant to any authorizing statute, execufive 
order or regulafion, nor a Person (also, a "Prohibited Person") with whom a 
citizen of the United States is prohibited to engage in transactions by any trade 
embargo, economic sancfion, or other prohibition of United States law, 
regulafion, or Execufive Order of the President of the United States, (ii) none of 
the funds or other assets of Developer constitute property of, or are beneficially 
owned, direcfiy or indirectly, by any Prohibited Person, (iii) no Prohibited Person 
has any interest of any nature whatsoever in Developer (whether directly or 
indirectly), (iv) none of the funds of Developer have been derived from any 
unlawful activity with the result that the investment in Developer is prohibited by 
law or that this Agreement is in violation of law, and (v) Developer has 
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implemented procedures, and will consistenfiy apply those procedures, to ensure 
the foregoing representations and warranties remain true and correct at all times. 

[Remainder of page intentionally left blank.] 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the 
date and the year written below. 

APPROVED AS TO FORM AND LEGALITY: 
GENE 

SAN DIEGO UNIFIED PORT DISTRICT, 
a public corporation 

Tony Goraon, 
Director, 
Real Estate 

Dated: 

PROTEA WATERFRONT 
DEVELXIB/IENT, LLC, a California 
limjt̂ /̂HSC ŜWiCompany 

Signature 

PRINT NAME: '^^Uu4 ^ 

PRINT TITLE: OEC^ 

DATED: 

SDUPD Docs No.j;fl64e<r^ 
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E x h i b i t B 

Central Embarcadero Pre-Development and Feasibility Milestones 
Date 

Select Feasibility Consultant 07/14/17 
Completion of Market Demand and Feasibility Study 10/16/17 

Geotechnical Investigation 
Additional Testing for Final Report 10/25/17 
Final Fault, Hazards Environmental and Soils Report 12/26/17 
Final Structural Impact Analysis 02/20/18 

Civil Investigation 

Base/Master Drawing of Existing Utilities 06/30/17 
Additional Wet & Dry Utility Analysis 09/25/17 
Document Review 10/13/17 

General Contractor 
General Contractor Selection 

Workshops 06/30/17 
GC selection 09/08/17 

Selection of Master Architect 
Charrettes 07/31/17 
Architect Selection 09/15/17 

Master Architect Tasks - Start of DDP Phase 2 
Final Presentation w/ Project Description Detail 08/15/18 
Final Project Cost Estimates 09/01/18 
Final Project Financial Pro Forma 09/05/18 
Final Project Description 09/11/18 

Waterside 
Commercial Fishing Basins 

Validation Report 
Agreement 06/30/17 
Final Draft 11/17/17 
Potential Final Design Modifications 02/16/18 

Recreational Marina / Beaches 
Final Design 03/02/18 
Final Presentation 03/09/18 
Final Cost estimates 04/16/18 
Final Financial Pro Forma 05/14/18 

Vision Document 
Program Document 
Conceptual Design 
Select Technical Team (Arch / Mech / Eng) 
Final Presentation 
Preliminary Pro Forma Development 

10/06/17 
12/26/17 
01/12/18 
01/12/18 
04/06/18 
05/28/18 

Vision Document 10/20/17 
Program Document 12/15/17 
Final Presentation 02/09/18 
Submission to Port / State Lands Commission 03/09/18 
Preliminary Pro Forma Development 04/13/18 
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Observation Tower 
Vision 11/20/17 
Define Program 12/18/18 
Conceptual Design 02/06/18 
Final Cost Estimates 03/23/18 
Final Financial Pro Forma 05/01/18 

Vision 12/20/17 
Operational Feasibility 03/12/18 
Final Cost Estimates 04/30/18 
Final Financial Pro Forma 05/21/18 

Vision 12/18/17 
Conceptual design 03/09/18 
Final Cost Estimates 03/12/18 
Final Financial Pro Forma 05/14/18 

Parking and Mobility 
Vision 11/27/17 
Conceptual design 01/15/18 
Operational Feasibility 02/12/18 
Final Cost Estimates 04/09/18 
Final Financial Pro Forma 04/18/18 

First Draft 08/15/18 
Review 08/21/18 
Final Draft 09/05/18 
Review 09/12/18 
Submit to Port 09/20/18 
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RESOLUTION 2017-078 

RESOLUTION DIRECTING STAFF TO ENTER INTO 
A TWO-YEAR EXCLUSIVE NEGOTIATING 
AGREEMENT (ENA) WITH PROTEA 
WATERFRONT DEVELOPMENT (PWD), THE 
PROPOSED MANAGING MEMBER OF THE 
SELECTED PROPOSER 1 HWY1, AND REQUIRE IN 
THE ENA THAT (1) PWD FORM, OR CAUSE THE 
FORMATION OF, 1HWY1 WITHIN NINETY DAYS 
OF ENTERING INTO THE ENA, (2) PWD ASSIGNS 
ALL OF PWD'S RIGHTS AND OBLIGATIONS 
UNDER THE ENA TO 1 HWY1 ONCE THE ENTITY 
HAS BEEN FORMED, (3) PWD, OR 1 HWY1 ONCE 
IT IS FORMED AND ASSUMES THE RIGHTS AND 
OBLIGATIONS UNDER THE ENA, SUBMIT A 
PROJECT DESCRIPTION WITHIN 1 YEAR OF PWD 
ENTERING INTO THE ENA, AND (4) PWD, OR 
1 HWY1 ONCE IT IS FORMED AND ASSUMES THE 
RIGHTS AND OBLIGATIONS OF PWD UNDER THE 
ENA, SUBMITS REGULAR PROGRESS REPORTS 
ON THE PROPOSED DEVELOPMENT'S 
FINANCIAL FEASIBIILITY AND ACCESS TO 
EQUITY AND DEBT SOURCES AND IF SUCH 
PROGRESS REPORTS ARE NOT SUMBITTED OR 
ACCEPTABLE TO THE DISTRICT, THE DISTRICT 
WOULD HAVE THE OPTION TO DELAY, PAUSE 
OR TERMINATE THE ENA 

WHEREAS, the San Diego Unified Port District (District) is a public 
corporation created by the legislature in 1962 pursuant to Harbors and 
Navigation Code Appendix 1, (Port Act); and 

WHEREAS, on February 22, 2016, staff issued a Request for Proposals 
16-04ME (RFP) for 70 acres of land and water situated between downtown and 
the Bay in the District's Central Embarcadero area (Redevelopment Site); and 

WHEREAS, on May 2, 2016, the District received 11 proposals and six 
were deemed complete - Gafcon, Inc. (on behalf of 1 HWY1), Great Western 
Pacific, HKS, McWhinney, Oliver McMillan, Inc. , and Ripley Entertainment, Inc.; 
and 

WHEREAS, on July 13, 2016, the Board of Port Commissioners (BPC) 
directed staff to enter into exclusive discussions with the 1 HWY1 team to further 
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2017-078 

evaluate the Seaport San Diego (Seaport) proposal, while not making a final 
selection or eliminating the other five proposals/proposers; and 

WHEREAS, following the BPC's direction staff conducted a preliminary 
due diligence phase and issued a Supplemental Information Request to the 
1 HWY1 team and responses were provided between August 5 and September 
19,2016; and 

WHEREAS , at its November 8, 2016 meeting , the BPC selected 1HWY1 
as the successful proposer, concluded the RFP process, eliminated the other five 
proposers, directed staff to continue due diligence excluding any hotel due 
diligence and return to the BPC at a future date to enter into a preliminary 
agreement with 1 HWY1 ; and 

WHEREAS, following the BPC's direction, staff worked with the 1 HWY1 
team to prepare a due diligence schedule, which included the list of 
recommended due diligence items that were included in the draft resolution 
attached to the November 8, 2016 agenda sheet; and 

WHEREAS, the due diligence schedule was sent to the 1 HWY1 team on 
January 5, 2017 requiring an update on March 17, 2017 and 1 HWY1 provided 
the update on March 16, 2017 and a supplemental update on April 6, 2017; and 

WHEREAS, the 1 HWY1 team consists of the following entities: Protea 
Waterfront Development (PWD) as the proposed managing member, Thrillcorp, 
RCI Group, and OdySea; and 

WHEREAS, the BPC selected 1 HWY1 as the successful respondent to 
the RFP and is the proposed ground lessee and developer for the 
Redevelopment Site; and 

WHEREAS, the 1 HWY1 operating agreement will identify the roles and 
level of financial commitment of each of the proposed members of 1 HWY1 and 
will be provided to the District once the entity is formed; and 

WHEREAS, in the interim, as the proposed managing member of 1 HWY1 
and a California limited liability company, PWD has been acting as the lead on 
the proposal; and 

WHEREAS, staff recommends negotiating and entering into an Exclusive 
Negotiating Agreement (ENA) with PWD, and the ENA will require that PWD 
cause the formation of 1 HWY1 within 90 days of entering into the ENA and that 
PWD assigns its rights and obligations under the ENA to 1 HWY1 once the entity 
has been formed and 1 HWY1 assumes such rights and obligations under the 
ENA; and 
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WHEREAS, under the ENA, staff will work with PWD, until 1 HWY1 is 
formed and PWD assigns its rights and obligations under the ENA to 1 HWY1, to 
(1) complete post-selection due diligence; (2) refine the proposed development 
program; and (3) refine development cost estimates and pro forma financial 
analysis for the proposed development as described in detail in the 
corresponding agenda sheet; and 

WHEREAS, at the May 16, 2017 BPC meeting, the BPC required that the 
ENA include a 2 year term, a requirement that a project description be submitted 
to the District within 1 year of PWD's execution of the ENA, and that regular 
progress reports be submitted on the proposed development's financial feasibility 
and access to equity and debt sources which, if not submitted or acceptable to 
the District, the District would have the option to delay, pause or terminate the 
ENA; and 

WHEREAS, by the end of the ENA period, staff would return to the BPC 
with a preliminary project review and request direction to commence 
environmental review; and 

WHEREAS, the requested BPC action does not constitute a "project" or 
an "approval" of a "project" under the definitions set forth in the California 
Environmental Act (CEQA) Guidelines Sections 15352 and 15378, nor does it 
allow for "development" or "new development" pursuant to the California Coastal 
Act and the District's Coastal Development Permit Regulations. 

NOW, THEREFORE, BE IT RESOLVED by the Board of Port 
Commissioners of the San Diego Unified Port District, as follows: 

That the Executive Director or her designated representative is hereby 
authorized and directed on behalf of the San Diego Unified Port District to enter 
into a 2-year Exclusive Negotiating Agreement (ENA) with Protea Waterfront 
Development (PWD), the proposed managing member of the selected proposer, 
1 HWY1, and require in the ENA that (1) PWD form, or cause the formation of, 
1 HWY1 within 90 days of entering into the ENA; (2) PWD assigns all of PWD's 
rights and obligations under the ENA to 1 HWY1 once the entity has been formed; 
(3) PWD, or 1 HWY1 once it is formed and assumes the rights and obligations of 
PWD under the ENA, submit a project description within one year of PWD 
entering into the ENA; and (4) PWD, or 1 HWY1 once it is formed and assumes 
the rights and obligations of PWD under the ENA, submits regular progress 
reports on the proposed development's financial feasibility and access to equity 
and debt sources and if such progress reports are not submitted or acceptable to 
the District, the District would have the option to delay, pause or terminate the 
EN A. 
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ASSED AND ADOPTED by the Board of Port Commissioners of the 
San Diego Unified Port District, this 161

h day of May, 2017, by the following vote: 

AYES: Castellanos, Malcolm, Merrifield, and Nelson 
NAYS: None. 
EXCUSED: Bonelli, Moore, and Valderrama 
ABSENT: None. 
ABSTAIN: None. 

Timothy A. Deuel 
District Clerk 
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Robert Valderrama, Chair 
Board of Port Commissioners 

(Seal) 
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RESOLUTION 2016-177 

RESOLUTION SELECTING A SUCCESSFUL 
PROPOSER AND CONCLUDING THE REQUEST 
FOR PROPOSALS SUBJECT TO THE DISTRICT'S 
RESERVATION OF CERTAIN RIGHTS THEREIN 

WHEREAS, the San Diego Unified Port District (District) is a public 
corporation created by the legislature in 1962 pursuant to Harbors and 
Navigation Code Appendix 1 (Port Act); and 

WHEREAS, on February 22, 2016, District staff issued a Request for 
Proposals 16-04ME (RFP) for the 70 acres of land and water located within the 
District's Central Embarcadero; and 

WHEREAS, the RFP gives the District broad discretion in how a 
proposal/prosper is selected, as well as reserves certain District rights including, 
without limitation, the District's ability to reject or move forward any or all 
proposals or parts thereof, issue subsequent requests for proposals, postpone 
opening for its own convenience, remedy technical errors In the process, approve 
or disapprove the use of a particular proposer's sub-service providers, negotiate 
with any, all or none of the proposers, solicit best and final offers, award 
agreements to one or more proposers and waive informalities and irregularities in 
proposals (collectively. Reservation of Rights); and 

WHEREAS, on May 2, 2016, the District received 11 proposals, of which, 
six were deemed complete and moved forward for consideration; and 

WHEREAS, on June 13 and 14, 2016, the District hosted an open house, 
which over 1,200 members of the public attended to preview the six proposals, 
meet the development teams and provide comments; and 

WHEREAS, on July 13, 2016, the Board of Port Commissioners (BPC) 
after thoroughly considering all the proposers/proposals, directed staff to enter 
into exclusive discussions with the 1HWY1 team and to further evaluate the 
Seaport San Diego (Seaport) proposal, while not making a final selection or 
eliminating the other five proposals/proposers; and 

WHEREAS, the factors that the BPC expressed In directing staff to enter 
into the exclusive discussions included, but are not limited to, 1HWY1: provided 
the most comprehensive approach to the overall project; included a variety of 
exciting and innovative programmatic components (as identified In the RFP); 
comprised of a development team that is best In class and Is well-qualified; 
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2016-177 

considered existing prioritized land uses on Tidelands; was heavily supported by 
stakeholders during public comment; and 

WHEREAS, following the BPC's direction, staff immediately commenced a 
due diligence phase by forming a cross-functional team to develop questions 
regarding areas of the IHWYI's proposal that staff believed needed clarification; 
and 

WHEREAS, that supplemental information and analysis of the same has 
been presented to the BPC; and 

WHEREAS, the BPC's action, including the selection of a successful 
proposer, does not bind the District to a definite course of action and the District 
retains the sole and absolute discretion to modify the proposal or any project 
arising therefrom, or to determine not to approve any project or entitlements for 
the same; and 

WHEREAS, the BPC's action does not constitute an "approval" of a 
"project" under the California Environmental Quality Act and the BPC may, in Its 
sole and absolute discretion, adopt (1) any and all feasible mitigation measures, 
(2) feasible alternatives to a project that may arise from the proposal, including a 
no project alternative, and/or (3) a statement of overriding consideration, If 
applicable; and 

WHEREAS, the BPC has considered the entire record, including all 
proposals/proposers, the criteria in the RFP and how the proposals/proposers 
meet said criteria, and information provided to the BPC. 

NOW, THEREFORE, BE IT RESOLVED by the Board of Port 
Commissioners of the San Diego Unified Port District as follows: 

1HWY1 Is the successful proposer of RFP 16-04ME, the RFP process is 
concluded, and the other five proposers are eliminate; provided, however, said 
selection is conditioned on the District's reservation of all its rights under the RFP 
16-04ME and under applicable law, and 1HWY1 and the District shall not 
discuss, negotiate or enter into any agreements with 1HWY1 the logical 
consequence of which would provide for or facilitate a hotel development on the 
site until after the expiration date of a hotel restriction clause in that certain 
Exclusive Negotiating Agreement between the District and One Park Boulevard, 
LLC (District Document No. 58932). 

BE IT FURTHER RESOLVED: 

District staff continue the appropriate due diligence excluding any hotel due 
diligence and return to the Board at a future meeting to enter into a preliminary 
agreement with 1HWY1. 
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APPROVED AS TO FORM AND LEGALITY: 

By:'Tfî SS!§l 

PASSED AND ADOPTED by the Board of Port Commissioners of the 
San Diego Unified Port District, this 8"̂  day of November, 2016, by the following 
vote: 

AYES: Bonelli, Castellanos, Malcolm, Merrifield, Nelson, and Valderrama. 
NAYS: None. 
EXCUSED: MOore. 
ABSENT: None. 
ABSTAIN: None. 

Marshall Merrifield, Chairman 
Board Of Port Commissioners 

Timothy A. Deuel 
District Clerk 

(Seal) 
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San Diego Unified Port District 3165 Pacific Hwy.
San Diego, CA 92101

File #:2017-0155

DATE: May 16, 2017

SUBJECT:

PRESENTATION AND UPDATE ON THE REDEVELOPMENT OF THE CENTRAL
EMBARCADERO AND DIRECTION TO STAFF WHICH MAY INCLUDE:

A) RESOLUTION DIRECTING STAFF TO ENTER INTO AN EXCLUSIVE NEGOTIATING
AGREEMENT WITH PROTEA WATERFRONT DEVELOPMENT, THE PROPOSED MANAGING
MEMBER OF THE SELECTED PROPOSER, 1HWY1, AND REQUIRE IN THE ENA THAT PWD
(1) FORM, OR CAUSE THE FORMATION OF, 1HWY1 WITHIN NINETY DAYS OF ENTERING
INTO THE ENA AND (2) ASSIGN ALL OF PWD’S RIGHTS AND OBLIGATIONS UNDER THE
ENA TO 1HWY1 ONCE THE ENTITY HAS BEEN FORMED

B) RESOLUTION DIRECTING STAFF TO ENTER INTO AN ENA WITH 1HWY1, AS THE
SELECTED PROPOSER, AT SUCH TIME AS 1HWY1 IS FORMED WITH THE MEMBERS SET
FORTH IN THE SELECTED PROPOSAL

C) DIRECTION TO STAFF TO CONTINUE THE POST-SELECTION DUE DILIGENCE
EFFORTS WITH THE 1HWY1 TEAM, OR 1HWY1 ONCE IT IS FORMED, UNTIL THE END OF
SEPTEMBER 2017 AND RETURN TO THE BOARD AT A FUTURE MEETING WITH AN
UPDATE

D) IF NECESSARY, OBTAIN FURTHER DIRECTION RELATED TO THE REDEVELOPMENT
OF THE CENTRAL EMBARCADERO

EXECUTIVE SUMMARY:

On February 22, 2016, staff issued a Request for Proposals 16-04ME (RFP)1 for the 70 acres of land
and water situated between downtown and the Bay in the District’s Central Embarcadero area
(Redevelopment Site). The Redevelopment Site is bordered by the USS Midway Museum and
Harbor Drive to the north, Manchester Grand Hyatt and Kettner Boulevard to the east, and San Diego
Bay to the south and west. The Redevelopment Site also includes Embarcadero Marina Park North,
Ruocco Park and Tuna Harbor. A location map is attached for reference (Attachment A). On May 2,
2016, the District received 11 proposals and six were deemed complete.

On July 13, 2016, the Board directed staff to enter into exclusive discussions with the 1HWY1 team
and to further evaluate the Seaport San Diego (Seaport) proposal (Attachment B), while not making a
final selection or eliminating the other five proposals/proposers. The 1HWY1 team consists of the
following entities: Protea Waterfront Development (PWD) as the proposed managing member,
ThrillCorp, RCI Group, and OdySea2. A proposed organizational chart has been included in Exhibit A
of Attachment F. Following the Board's direction staff conducted a preliminary due diligence phase
and issued a Supplemental Information Request to the 1HWY1 team and responses were provided
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File #:2017-0155

between August 5 and September 19, 2016. At its November 8, 2016 meeting, the Board selected
1HWY1 (Attachment C) as the successful proposer, concluded the RFP process, and eliminated the
other five proposers. The Board also directed staff to continue due diligence excluding any hotel due
diligence and return to the Board at a future meeting to enter into a preliminary agreement with
1HWY1.

Based upon the Board's direction, staff worked with the 1HWY1 team to prepare a due diligence
schedule, which included the list of recommended due diligence items in the draft resolution attached
to the November 8, 2016 agenda sheet. The due diligence schedule was sent to the 1HWY1 team
on January 5, 2017 (Attachment D) with an update due to staff on March 17, 2017. The 1HWY1
team submitted an update on March 16, 2017 and provided a supplement on April 6, 2017
(Attachments E and F).

The following is a list of some of the items that the 1HWY1 team has completed or is in the process
of completing:

 Physical Due Diligence (Geotechnical and Civil Engineering)
o Selection of consultants to perform physical due diligence
o Obtained access agreement to perform geotechnical testing
o Obtained permits to perform Geotechnical Testing

 Formation of PWD, as a California limited liability company
 Research on the Obligations of the San Diego Foundation Related to Ruocco Park
 Refinement of Commercial Fishing Plan
 Meet with the District and State Lands Commission (SLC) to Discuss Marine-Focused Charter

School and Consistency with the Public Trust Doctrine

The post-selection due diligence phase would continue through the end of September 2017, at which
time the 1HWY1 team anticipates that the following items will be complete:

 Formation of the 1HWY1 Entity
 Refinement of the Development Program
 Market Demand and Feasibility Studies to support Programmatic Components
 Submittal of an Updated Financial Strategy

The 1HWY1 team anticipates the following items will be complete after September 2017:

 Seaport Village Tenant Retention/Relocation
 Identification of Debt and Equity Sources
 Revenue and Expenses Projections

Staff is seeking direction on a path forward which could include one of the three options listed below:

 Option One - Direct staff to enter into an Exclusive Negotiating Agreement (ENA) with PWD,
the proposed managing member of the selected proposer, 1HWY1, and require in the ENA
that PWD (1) form, or cause the formation of, 1HWY1 within 90 days of entering into the ENA
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and (2) assign all of PWD’s rights and obligations under the ENA to 1HWY1 once the entity
has been formed.

 Option Two - Direct staff to enter into an ENA with 1HWY1, as the selected proposer, at such
time as 1HWY1 is formed with the members set forth in the selected proposal.

 Option Three - Direct staff to continue the post-selection due diligence efforts with the 1HWY1
team, or 1HWY1 once it is formed, until the end of September 2017 and return to the Board at
a future meeting with an update.

Staff recommends entering into an ENA under Option One. If directed by the Board to proceed
under this option, staff will negotiate and enter into an ENA with PWD, in which staff will work with
PWD, until 1HWY1 is formed and PWD assigns its rights and obligations under the ENA to 1HWY1,
to: (1) complete post-selection due diligence; (2) refine the proposed development program; and (3)
refine development cost estimates and pro forma financial analysis for the proposed development. It
is anticipated that at the end of the ENA period, staff would return to the Board with a preliminary
project review and request direction to commence environmental review.

RECOMMENDATION:

Receive a presentation and update on the redevelopment of the Central Embarcadero, and direction
to staff which may include:

A) Adopt a Resolution Directing Staff to Enter into an Exclusive Negotiating Agreemement with
Protea Waterfront Development, the Proposed Managing Member of the Selected Proposer,
1HWY1, and Require in the Exclusive Negotiating Agreement that Protea Waterfront
Development (1) Form, or Cause the Formation of, 1HWY1 within 90 days of Entering into the
Exclusive Negotiating Agreement and (2) Assign all of Protea Waterfront Development’s
Rights and Obligations under the Exclusive Negotiating Agreement to 1HWY1 Once the Entity
has Been Formed;

B) Adopt a Resolution Directing Staff to Enter into an Exclusive Negotiating Agreement with
1HWY1, as the Selected Proposer, at Such Time as 1HWY1 is Formed with the Members Set
Forth in the Selected Proposal;

C) Direct Staff to Continue the Post-Selection Due Diligence Efforts with the 1HWY1 team, or
1HWY1 Once it is Formed, until the end of September 2017 and Return to the Board at a
Future Meeting with an Update;

D) If Necessary, Obtain Further Direction Related to the Redevelopment of the Central
Embarcadero.

FISCAL IMPACT:

Receiving staff’s presentation today will not have a direct fiscal impact as any ENA negotiated with
PWD or 1HWY1 will require that the cost of entitlement processing be borne by PWD or 1HWY1. The
rent structure initially proposed by the 1HWY1 team could result in minimum annual rent to the
District of approximately $22 million upon stabilization in year 10; however, this may change as the
land use and development programs are further refined.
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COMPASS STRATEGIC GOALS:

This agenda item supports the following Strategic Goal(s).

 A Port that the public understands and trusts.
 A vibrant waterfront destination where residents and visitors converge.
 A Port with a comprehensive vision for Port land and water uses integrated to regional plans.

DISCUSSION:

RFP Process

On February 22, 2016, staff issued the RFP for the 70-acres of land and water situated between
downtown and the San Diego Bay in the Redevelopment Site. The Redevelopment Site is bordered
by the USS Midway Museum and Harbor Drive to the north, Manchester Grand Hyatt and Kettner
Boulevard to the east, and San Diego Bay to the south and west. The Redevelopment Site also
includes Embarcadero Marina Park North, Ruocco Park and Tuna Harbor. On May 2, 2016, the
District received 11 proposals, of which, six met the criteria for consideration from:

 Gafcon, Inc. (on behalf of 1HWY1) - San Diego, CA
 Great Western Pacific - Seattle, WA
 HKS - New York, NY
 McWhinney - Denver, CO
 OliverMcMillan, Inc. - San Diego, CA
 Ripley Entertainment, Inc. - Orlando, FL

At its November 8, 2016 meeting, the Board selected 1HWY1 as the successful proposer and
concluded the competitive process for the RFP. The Board directed staff to continue the appropriate
due diligence excluding any hotel due diligence and return to the Board at a future meeting to enter
into a preliminary agreement with 1HWY1.

Post-Selection Due Diligence

Following the Board's direction, staff worked with the 1HWY1 team to prepare a due diligence
schedule, which included the list of recommended due diligence items that were included in the draft
resolution attached to the November 8, 2016 agenda sheet. The due diligence schedule was sent to
the 1HWY1 team on January 5, 2017 with a deadline to provide an update on all items due to staff
from 1HWY1 by March 17, 2017. The 1HWY1 team submitted an update on March 16, 2017 and
provided a supplement on April 6, 2017. Staff has reviewed the 1HWY1 update and has prepared a
status matrix (Attachment G) and anticipated timeline for completion for each of the tasks outlined in
the due diligence schedule.

A high-level summary of some of the key items that the 1HWY1 team has completed or is in the
process of completing is outlined below:
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Completed

Formation of PWD: PWD is the anticipated managing member of the selected proposer, 1HWY1.
Since the November Board meeting, the PWD entity has been formed as a California limited liability
company and is comprised of the following members:

 Yehudi "Gaf" Gaffen, Managing Member
 Jeff Jacobs, Member
 Jeffrey Essakow, Member

Research of Obligations related to Ruocco Park: The 1HWY1 team met with the San Diego
Foundation in January 2017. A letter dated March 13, 2017 has been submitted and included as
Exhibit C of Attachment F. The letter provides a preliminary approval for the conceptual design of the
area including and surrounding Ruocco Park.

In Progress

Physical Due Diligence: The 1HWY1 team hired Ninyo & Moore, a geotechnical and environmental
sciences consultant, to conduct geotechnical testing on the Redevelopment Site. Staff worked with
the 1HWY1 team and the existing tenant, Seaport Village Operating Company, LLC, to obtain the
appropriate access agreements to perform its geotechnical testing. The 1HWY1 team has also
stated they are in the process of completing a civil engineering analysis of the Redevelopment Site.
The 1HWY1 team has advised staff that physical due diligence and the anticipated results of their on-
site investigations will be complete and submitted to the District by the end of May 2017.

Refinement of Commercial Fishing Plan: The 1HWY1 team has committed to maintaining Tuna
Harbor as a working waterfront. Since the November Board meeting, the 1HWY1 team has met with
a steering committee, which includes representatives from the commercial fishing community, to
develop a plan that would address commercial fishing, including a plan to consolidate Tuna Harbor
with Driscoll's Wharf. It should be noted that Driscoll's Wharf is not within the redevelopment
boundary of the Redevelopment Site and is currently under a long term lease that will expire in 2023.
The 1HWY1 team presented four potential redevelopment options for Tuna Harbor in a public forum
to the steering committee and settled on one option which includes a fishermen support facility,
market, off-loading pier, and other elements needed to support commercial fishing. The plan also
proposes to allow accessory sport fishing vessels when commercial fishing slips are not being used.
An update on the commercial fishing plan and process has been included as Exhibit D to Attachment
F. The 1HWY1 team has stated that they will continue to work with the commercial fishermen to
refine the preferred option and anticipate that a concept design and final project description will be
complete by July 2017.

The 1HYWY1 proposal initially included a combination of mega yacht slips, commercial fishing slips,
and recreational boat slips. The commercial fishermen have expressed concerns with the mix of
commercial fishing and recreational vessels operating in the same area. In order to offset the limited
revenue potential associated with commercial fishing operations in Tuna Harbor, the 1HWY1 team
has advised that they are exploring the potential to incorporate the recreational marina component in
nearby open water areas within the Redevelopment Site. As the plan for Tuna Harbor gets further
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refined, the 1HWY1 team will need to provide further details related to this issue.

Consistency with the Public Trust Doctrine: On February 17, 2017, a meeting was held with
representatives from SLC, District staff, members of the 1HWY1 team, and a representative from the
Scripps Institute of Oceanography. The discussion was limited to the proposed educational
component of the project and its consistency with the Public Trust Doctrine. The outcome of the
meeting was that the 1HWY1 team would need to propose a program for the educational component
for SLC and District staff to consider and make an initial determination as to whether the proposed
use would be consistent with the Public Trust Doctrine. Even with an initial determination, Public
Trust consistency for the proposed educational component would need to be revisited as the
development program is refined.

Outstanding Due Diligence Items

1HWY1 is anticipated to complete the following due diligence items by the end of September 2017:

Formation of 1HWY1: The Board selected 1HWY1 as the successful respondent to the RFP and is
the proposed ground lessee and developer for the Redevelopment Site. The 1HWY1 Operating
Agreement is still being negotiated, but is anticipated to be executed by the end of May 2017. The
Operating Agreement will identify the roles and level of financial commitment of each of the proposed
members of 1HWY1 and will be provided to the District once the entity is formed. In the interim,
PWD, as the proposed managing member of 1HWY1 has been acting as the lead on the proposal. A
proposed organizational chart has been included as Exhibit A of Attachment F.

Refinement of Development Program: The 1HWY1 team has stated that they are in the process of
refining the development program set forth in the 1HWY1 proposal and anticipate that project
descriptions for the following components will be complete by the end September 2017:

 Retail/Restaurant
 Hotels
 Maritime Office
 Spire
 Aquarium
 Educational Component
 Parking/Mobility
 Water Oriented Facilities
 Multi-Purpose Open Space

Market Demand and Feasibility Studies: Market demand and feasibility studies are needed to: (1)
demonstrate support for the proposed programmatic components and (2) validate revenue and
expense assumptions. The 1HWY1 team is in the process of commissioning these studies and
anticipates they could be complete by the end September, 2017.

Financial Strategy: In order to understand 1HWY1's financial strategy, 1HWY1 will need to update
the District on progress made in securing debt and equity commitments as well as provide an update
on a refined financial model. The 1HWY1 team has advised that they continue to pursue potential
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debt and equity sources and have not identified specific debt or equity commitments. The 1HWY1
team has advised staff that the financial model will evolve as the development program is refined and
funding sources are identified. A refined financial model will be provided after completion of market
demand and feasibility studies.

Seaport Village Tenant Retention and Relocation Plan: The 1HWY1 team has stated that
discussions with the existing tenants have been ongoing, and are working towards the development
of a plan which will be provided after completion of market demand and feasibility studies.

Potential Options and Next Steps

Staff is seeking direction on a path forward which could include one of the three options listed below:

 Option One - Direct staff to enter into an ENA with PWD, the proposed managing member of
the selected proposer, 1HWY1, and require in the ENA that PWD (1) form, or cause the
formation of, 1HWY1 within 90 days of entering into the ENA and (2) assign all of PWD’s
rights and obligations under the ENA to 1HWY1 once the entity has been formed.

 Option Two - Direct staff to enter into an ENA with 1HWY1, as the selected proposer, at such
time as 1HWY1 is formed with the members set forth in the selected proposal.

 Option Three - Direct staff to continue the post-selection due diligence efforts with the 1HWY1
team, or 1HWY1 once it is formed, until the end of September 2017 and return to the Board at
a future meeting with an update.

Staff recommends entering into an ENA under Option One. If directed by the Board to proceed
under this option, staff will negotiate and enter into an ENA with PWD, in which staff will work with
PWD, until 1HWY1 is formed and PWD assigns its rights and obligations under the ENA to 1HWY1,
to: (1) complete post-selection due diligence; (2) refine the proposed development program; and (3)
refine development cost estimates and pro forma financial analysis for the proposed development. It
is anticipated that at the end of the ENA period, staff would return to the Board with a preliminary
project review and request direction to commence environmental review.

It is important to note that, while it is anticipated that the 1HWY1 proposal will evolve during the ENA
period, it is expected that certain key components such as: enhanced public realm spaces, mixed
commercial, recreational and entertainment uses, preservation of prioritized land uses and a well-
qualified development team, would be maintained as these were critical programmatic components
that set the 1HWY1 proposal apart from the other proposals.

General Counsel’s Comments:

The General Counsel’s Office has reviewed the agenda sheet as presented to it and approves it as to
form and legality.

Environmental Review:
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This presentation to the Board on the Redevelopment of the Central Embarcadero and direction to
staff to commence exclusive negotiations, do not constitute a “project” or an “approval” of a “project”
under the definitions set forth in California Environmental Quality Act (CEQA) Guidelines Sections
15352 and 15378 because no direct or indirect changes to the physical environment would occur,
and the Board’s selection and direction to staff do not constitute a binding commitment to
implement or approve any of the projects submitted as a result of the redevelopment
information and direction to staff. Pursuant to Section 15378(b)(4) of the State CEQA Guidelines, a
project does not include the creation of government funding mechanisms or other government fiscal
activities which do not involve any commitment to any specific project which may result in a
potentially significant impact on the environment. CEQA requires that the District adequately
assess the environmental impacts of its projects. If a project is formulated and CEQA review is
conducted, the Board reserves its discretion to adopt any and all feasible mitigation measures,
alternatives to the project, including a no project alternative, a statement of overriding
consideration, if applicable, and approve or disapprove the project and any permits or entitlements
necessary for the same. Those decisions may be exercised in the sole and absolute discretion of the
Board. Based on the totality of the circumstances and the entire record, the Board’s direction solely
commits the District to discussions does not commit the District to a definite course of action prior to
CEQA review being conducted. No further action under CEQA is required at this time.

In addition, the presentation and direction to staff allows for the District to administrate its obligations
under the Port Act and/or other laws. The Port Act was enacted by the California Legislature and is
consistent with the Public Trust Doctrine. Consequently, the proposed presentation is consistent with
the Public Trust Doctrine.

Finally, the presentation and direction to staff do not allow for “development,” as defined in Section
30106 of the California Coastal Act, or “new development,” pursuant to Section 1.a. of the District’s
Coastal Development Permit (CDP) Regulations because it will not result in, without limitation, a
physical change, change in use or increase the intensity of uses. Therefore, issuance of a CDP or
exclusion is not required. However, the District’s projects require processing under the District’s CDP
Regulations. If the Board considers approval of future development projects formulated as a result of
the presentation, and direction to staff, appropriate permitting under District’s CDP Regulations will
be completed and considered by the Board, if necessary. The Board’s action and direction in no way
limit the exercise of the District’s discretion under the District’s CDP Regulations.

Equal Opportunity Program:

If directed to enter into an ENA, a Small Business Enterprise (SBE) Participation Plan including SBE
goals for design/construction and leasing/operations will be submitted.

PREPARED BY:

Lucy Contreras
Program Manager, Business Development
Real Estate Development

Adam Meyer
Department Manager, Redevelopment
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Real Estate Development

Attachment(s):
Attachment A: Location Maps
Attachment B: July 13, 2016 BPC Agenda Sheet No. 2016-04113

Attachment C: November 8, 2016 BPC Agenda Sheet No. 2016-06073

Attachment D: January 5, 2017 Due Diligence Schedule Letter
Attachment E: March 16, 2017 Seaport San Diego Project Update
Attachment F: April 6, 2017 Seaport San Diego Project Update
Attachment G: Status Matrix prepared by Staff

1  Request for Proposals 16-04ME, District Clerk No. 65204.
2 1HWY1 has not been formed as of the publishing of this agenda sheet.
3 The complete July 13, 2016 and November 8, 2016, BPC agenda sheets, with all attachments, can be found in Granicus-Legistar on
the District’s website at: <https://www.portofsandiego.org/read-board-agendas.html>.
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Retail 388,625 SF
The Spire 18,000 SF
Office 19,130 SF
Full-service Hotel 405,805 SF
Micro Hotel 117,450 SF
Hostel 122,381 SF
Education/School 65,150 SF
Aquarium 178,490 SF
Marina 10,670 LF
Parking 808,920 SF
Public Improvements 922,540 SF
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Parking Garage 55,200 SF
Great Wheel & Pier 16,900 SF
Tuna Harbor Pavilion 110,000 SF

Rides 23,407 SF
Food/Restaurants 31,614 SF
Retail 8,735 SF
Fish Market 3,227 SF
Food Processing 15,692 SF
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Boutique Hotel 385,000 SF
Performing Arts Center 40,000 SF
San Diego Spinnaker 33,000 SF
Retail 200,000 SF
Existing Retail 50,000 SF
Blue Tech Office 10,000 SF
New Parking 650,000 SF
Public Improvements 1,132,560 SF
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Hotel (Tower) 410,588 SF
Boutique Hotel 114,706 SF
Retail/Restaurant 280,000 SF
Performance Venue & 
Community Meeting 
Space 30,000 SF
Marina & Wave Park 223,000 SF
Office 250,000 SF

Total Non-Public 1,308,294 SF
Public Improvements 424,524 SF
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Convention Hotel 850,000 SF
Boutique Hotel 300,000 SF
Select Service Hotel 250,000 SF
Seaport Pavilion 600,000 SF
San Diego Symphony 5,000 SF
Scripps Institution with 
Tide Pools 110,000 SF
Retail & Restaurant 250,000 SF
Market Hall 75,000 SF
Office 125,000 SF
Parking 1,100,000 SF
Public Improvements 1,045,440 SF
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San Diego Unified Port District

Legislation Text

3165 Pacific Hwy.
San Diego, CA 92101

DATE: November 8, 2016

SUBJECT:

PRESENTATION AND UPDATE ON THE WORLD CLASS WATERFRONT DEVELOPMENT
OPPORTUNITY (CENTRAL EMBARCADERO) REQUEST FOR PROPOSALS AND BOARD
ACTION AND DIRECTION TO STAFF INCLUDING THE FOLLOWING OPTIONS:

A) ADOPTION OF A RESOLUTION SELECTING A SUCCESSFUL PROPOSER AND
CONCLUDING THE REQUEST FOR PROPOSALS RESERVING CERTAIN RIGHTS
THEREUNDER;

B) DIRECTION TO STAFF ON NEXT STEPS INCLUDING WITHOUT LIMITATION, FURTHER
DUE DILIGENCE AND ADOPTION OF A RESOLUTION MEMORIALIZING DUE DILIGENCE
AND INFORMATION GATHERING EFFORTS;

C) DIRECTION TO RETURN TO THE BOARD WITH AN UPDATE AT A FUTURE BOARD
MEETING, AND IF NECESSARY, OBTAIN FURTHER DIRECTION

EXECUTIVE SUMMARY:

On February 22, 2016, staff issued a Request for Proposals (RFP) for the 70 acres of land and water
located within the District’s Central Embarcadero (Attachment A). On May 2, 2016, the District
received 11 proposals, of which, six were deemed complete and moved forward for consideration.
On June 13 and 14, 2016, the District hosted an open house, which over 1,200 members of the
public attended to preview the six proposals, meet the development teams and provide comments.
On July 13, 2016, the Board directed staff to exclusively continue discussions regarding the proposal
submitted by Gafcon on behalf of the 1HWY1 team and to further evaluate the Seaport San Diego
(Seaport) proposal (Attachment B), while not making a final selection or eliminating the other five
proposals. Commissioner comments made in support of the Seaport proposal and 1HWY1 team
included:

 Provided the most comprehensive approach to the overall project;
 Included a variety of exciting and innovative programmatic components (as identified in the

RFP);
 Development team is best in class with well-qualified teammates;
 Considered existing prioritized land uses on Tidelands; and
 Was heavily supported by stakeholders during public comment.

Following the Board’s direction, staff immediately commenced a preliminary due diligence phase by
forming a cross-functional team to develop questions regarding the 1HWY1 proposal. On July 28,
2016, staff issued a Supplemental Information Request (Supplement) (Attachment C) to 1HWY1 and
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responses were provided between August 5 and September 19, 2016 (Attachment D). Staff
reviewed 1HWY1’s responses to the Supplement and prepared a qualitative analysis on 1HWY1’s
approach to project, relevant experience, capability to perform and revenue and expense projections
and has provided a list of recommendations for the Board’s consideration (Attachment E). Much
work has been conducted over the last 120 days to provide the Board with as thorough an analysis of
the proposal as possible.

On October 13, 2016, the Board was scheduled to receive an update from staff as directed by the
Board at the July meeting. The Board continued the item and directed staff to reschedule as soon as
reasonably possible, but no later than, the next regularly scheduled Board meeting, to ensure that the
agenda was noticed and published to provide them with a broad range of options for potential next
steps.

While the Board maintains the maximum discretion to take action and provide direction, staff has
identified three potential options that it could pursue:

 Option One - Select 1HWY1 as the final proposer, conclude the RFP process, eliminate the
other five proposers, direct staff to conduct additional due diligence and return to the Board at
a future meeting seeking direction to enter into a preliminary agreement with 1HWY1.

 Option Two - Select 1HWY1 as the final proposer, conclude the RFP process, eliminate the
other five proposers, direct staff to conduct additional due diligence and return to the Board at
future meeting with an update, and if necessary obtain further direction.

 Option Three - Direct staff to continue exclusive discussions with 1HWY1 and conduct
additional due diligence, while not eliminating the other five proposals and return to the Board
at a future meeting with an update. At that time, the Board may discuss further steps,
including a final selection or to enter into a preliminary agreement with 1HWY1.

If the Board selects 1HWY1 as the final proposer, this would conclude the RFP process; however, it
is recommended that in making such a selection, the District retain all its rights under the RFP and as
permitted under the law. Additionally, at this time, any District due diligence efforts or discussion with
a successful proposer would exclude potential hotels on the site. If directed to proceed with the
proposed additional due diligence, it is recommended that a resolution be adopted to memorialize the
minimum due diligence and information gathering efforts as described above and as listed in
Attachment E, as well as any other direction the Board sees fit. Staff anticipates the proposed
additional due diligence and information gathering efforts would take approximately six to eight
months, during which time 1HWY1 has indicated that they would also conduct on-site due diligence
and work with staff.

RECOMMENDATION:

Receive a Presentation, Take Action and Provide Direction to Staff on One or More of the Following
Options:

A) Adopt a Resolution Selecting a Successful Proposer and Conclude the Request for Proposals,
Reserving Certain Rights Thereunder;
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B) Direct Staff on Next Steps Including Without Limitation, Further Due Diligence and Adoption of
a Resolution Memorializing Due Diligence and Information Gathering Efforts;

C) Direct Staff to Return to the Board with an Update at a Future Board Meeting, if Necessary, to
Obtain Further Direction.

FISCAL IMPACT:

Receiving staff’s presentation will not have a direct fiscal impact. It is assumed that the cost of
entitlement processing will be borne by the development partner or partners, once selected. Once
completed, the project is expected to provide the District with additional future revenue.

COMPASS STRATEGIC GOALS:

As part of efforts to support a vibrant and active waterfront, the District initiated a public solicitation
process for the redevelopment of 70 acres of land and water in the area known as the Central
Embarcadero. Due to the high profile nature of this location and the end of several long-term leases,
it was important to have a competitive process to ensure that the site’s potential is maximized.

This agenda item supports the following Strategic Goal(s).

 A Port that the public understands and trusts.
 A vibrant waterfront destination where residents and visitors converge.
 A Port with a comprehensive vision for Port land and water uses integrated to regional plans.

DISCUSSION:

Background

On December 8, 2015, the Board directed staff to issue an RFP for the 70 acres of land and water
located in the District’s Central Embarcadero. Staff issued the RFP on February 22, 2016 and
launched an international multi-media marketing campaign that spanned 90 countries and reached
over two million people, not including social or earned media. On March 21, 2016, there was a site
tour by boat with 55 attendees followed by an information exchange with approximately 120
attendees. As a result of the marketing campaign, targeted developer outreach and information
exchange, over 261 parties downloaded the RFP, which staff believes is the highest amount of
downloads received for a real estate solicitation.

On May 2, 2016, the District received 11 proposals from across the country. Four proposals were
deemed incomplete as they did not submit one or more of the required documents, such as: cover
letter, lessee questionnaire or proposal documents outlined on pages 14 - 17 of the RFP. The
responses deemed incomplete were submitted through planetbids by the following parties:

 American Youth Hostels, Inc. - San Diego, CA
 JCJ Architecture - San Diego, CA
 William DeLeeuw - La Jolla, CA
 RE/MAX Associates - La Jolla, CA
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Santa Monica Seafoods - Rancho Dominguez, CA, withdrew its submittal as it was submitted in
duplicate to its development partner, Great Western Pacific.

The remaining six proposals were deemed complete and were submitted through planetbids by the
following parties:

 Gafcon, Inc. - San Diego, CA
 Great Western Pacific - Seattle, WA
 HKS - New York, NY
 McWhinney - Denver, CO
 OliverMcMillan, Inc. - San Diego, CA
 Ripley Entertainment, Inc. - Orlando, FL

On June 13 and 14, 2016, the District hosted an open house at the San Diego Convention Center.
The open house provided an opportunity for the six respondents to showcase their proposals to the
public and answer questions. The open house resulted in 1,200 people attending and almost 500
public comments being submitted. The comments ranged from being in favor of redevelopment of
the site, opposing any changes to the site or neutral with the desire to obtain additional information.

On July 13, 2016, staff provided the Board with a qualitative analysis of the six proposals and heard
presentations from each of the six proposers. Overall, the Board made positive comments on all of
the proposals presented and commented that they felt that the 1HWY1 proposal stood out above the
others, and met the RFP requirements. Specifically, some of the comments expressed by the Board
about the 1HWY1 Seaport proposal included that the proposal’s approach to the overall project
captured the essence of what was requested in the RFP, including but not limited to, the provision of
a variety of uses, enhanced public realm spaces, and vibrant mixed commercial, recreational and
entertainment elements. There were also Board comments that the proposal honored and enhanced
existing prioritized land use elements on Tidelands. Comments were also made regarding the level
of public support expressed for the proposal at the meeting during public comment. The Board did
not make a final selection at that meeting, but ultimately directed staff to exclusively continue
discussions with the 1HWY1 team to further evaluate their Seaport proposal, while not eliminating the
other five proposals.

To conduct preliminary due diligence on the Seaport proposal and 1HWY1 team, a cross-functional
team of staff developed a list of questions and issued a Supplement to 1HWY1 on July 28, 2016.
The questions were based on the four evaluation criteria in the RFP: approach to project, proposer’s
relevant experience, capability to perform, and revenue and expense projections.

Qualitative Analysis of Supplemental Response

Seaport is proposed to be developed, operated and managed by 1HWY1. 1HWY1 is a proposed
entity that has not yet been formed, but is intended to be comprised of:

 Protea Waterfront Development (PWD), a single purpose entity to be formed and comprised of
longtime San Diego residents Yehudi “Gaf” Gaffen, Jeff Jacobs and Jeff Essakow as the three
proposed members;
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 RCI Marine Group (RCI), a waterfront developer based in Miami, Florida;
 OdySea, who has experience in developing and operating aquariums; and
 ThrillCorp, a developer and operator of observation attractions and thrill rides around the

country.

Approach to Project

Staff reviewed 1HWY1’s responses to the Supplement, which were provided between August 5 and
September 19, 2016. After completing a review of the responses, staff prepared a qualitative
analysis, which is summarized below, as well as a list of recommendations for the Board to consider.

Analysis:

Retail/Restaurant - The proposal includes approximately 390,000 square feet of retail space
throughout the site at the street level and second story. This includes approximately 165,000 square
feet of shopping, 141,000 square feet of restaurant, and 69,000 square feet of entertainment,
specialty cinema and meeting spaces. A market demand study is recommended to validate the
demand for the amount of retail proposed. Further analysis with the Public Trust will be required for
uses such as the specialty cinema. Depending on the type of retail tenants, there may be additional
Public Trust consistency analysis required; however, it would be premature to conduct this analysis
at this time. Additional information regarding the targeted retail mix and space allocations will be
important to ensure that it is feasible as proposed, including the extent to which existing Seaport
Village tenants will either be relocated or accommodated in the new retail development during and
after construction. 1HWY1’s proposed relocation plan is noted in Appendix A7 and referenced as the
answer to Question 40 on page 21 of the Supplement.

Hotel - The proposal includes over 1,000 hotel rooms within the following three hotel concepts:

 Virgin Hotel, a proposed 500-room full-service hotel with function space, a music venue and
rooftop lounge;

 Yotel, a proposed 350-room micro hotel concept with “affordable luxury” rooms; and,
 Freehand, a proposed 225-room, 475 bed concept combining elements of a traditional hostel

and lifestyle features.

The three proposed hotel brands have limited operating properties in the United States, but have
hotels planned or in development across the United States.

 Virgin Hotel opened its first hotel in the United States in 2015, which is a 250-room hotel
located in Chicago, Illinois.

 Yotel opened its first hotel in the United States in 2011, which is a 713-room hotel located in
Manhattan, New York.

 Freehand opened its first hotel in the United States in 2013, which is an 86-room hotel located
in Miami, Florida and subsequently opened a hotel in Chicago, Illinois.

At this time, it is recommended that the District not engage in any due diligence or negotiations
regarding the hotels due to existing contractual obligations.  Furthermore, the District is not
proposing, at this time, to enter into any agreements with 1HWY1.
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Office - The proposal includes approximately 19,000 square feet of third floor office space located
above retail. As with the retail uses, there are restrictions on the types of office uses that can be
leased on Tidelands. While the proposal states that the office space is planned for “marine related”
office uses, further clarity on these uses will be needed to determine whether the amount and type of
offices uses can be supported.

Aquarium - A 151,000 square-foot aquarium with exhibit space below grade is proposed on the site.
The aquarium also includes a 16,000 square-foot butterfly exhibit and 12,000 square feet of retail
space. To better understand the viability of the aquarium, a further study should explore attendance
projections, revenue assumptions, and broader market forces including potential future impacts to
attendance as has been experienced by other similar attractions.

SkySpire - A 480-foot tall observation tower, referred to as the SkySpire, is proposed to be located in
the Ruocco Park area of the site. The SkySpire includes a 10,000 square-foot dining/lounge area, a
10,000 square-foot observation deck, 2,000 square feet of retail and 20,000 square feet of event
space. The Seaport SkySpire is proposed to be the first installation of its kind in the country,
although ThrillCorp is proposing to develop 30-50 SkySpires and PolerCoasters (a similar concept)
across the United States. 1HWY1 believes that the Seaport SkySpire has been designed to be
“architecturally and visually” unique to San Diego and has purported that it will not be replicated in
any other location. Further study and evaluation could assist staff in determining whether the
proposed attraction is unique enough to attract the proposed attendance. Additional information on
the programming of the “event space” is also needed to determine whether such space is Public
Trust compliant.

Charter School - The proposal includes a 65,000 square-foot marine and music-focused charter
school for up to 600 students. Given that a school - charter or otherwise - is a traditional municipal
use and function, which may not be appropriate for Tidelands pursuant to the Public Trust Doctrine
and the Port Act, the proposed school may not be an allowable use on the site. Therefore, further
study is required to determine if the proposed use and programming is consistent with the Public
Trust. It is also recommended that 1HWY1 come up with an alternative use if the Charter School is
found inconsistent with the Public Trust Doctrine.

Parking and Mobility - The original proposal included two subterranean parking garages with
additional surface parking. As part of a value engineering exercise, the two garages were
consolidated to create a larger floorplate. A total of 2,845 parking spaces (including existing surface
parking spaces) are proposed. The numbers of parking spaces proposed were determined by using
“currently accepted industry rules of thumb” and were not based on the District’s parking guidelines.
The proposal does not provide sufficient parking to meet the demand for the proposed uses on the
site which will require staff to work closely with the 1HWY1 team to either increase their parking
count or find other mobility and transportation solutions to facilitate access to the site.

Water Oriented Facilities - The proposal includes 10,670 linear feet of marina dockage in Tuna
Harbor; including, 24 mega yacht slips, 51 commercial fishing slips and 82 recreational boat slips.

The California Coastal Act includes commercial fishing as a priority water-dependent use. The
1HWY1 proposal acknowledges the need to address commercial fishing and includes a “vision” to
address commercial fishing as noted in Appendix A3 of the proposal. 1HWY1 indicated that they
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have had many meetings with the fishermen to coordinate their needs and state they have “strong
support” for their approach. This was also reaffirmed verbally at the July 13, 2016 workshop. To
better understand 1HWY1’s vision, staff recommends that a plan for addressing commercial fishing
be provided.

The proposed mix of commercial fishing and recreational vessels operating in generally the same
area may create conflicts with hours of commercial operations, aesthetics, ambient noise, smell, etc.
It is also unclear as to whether there is ample demand to support the proposed slip mix specifically
that of mega yachts based on data from the Superyacht Intelligence Agency’s 2015 Annual Report
and the historical average of San Diego’s mega yacht market averaging only 35 vessels per year and
as such, further study is warranted to assist staff in validating demand for this use.

Multi-Purpose Open Space and Public Realm - The proposal includes approximately 30 acres of
public use and infrastructure space which includes nearly 21 acres of parks, open spaces and
plazas, piers, walkways, shared streets and publically accessible rooftops. It is anticipated that
public access will be provided at no-cost the majority of the time and there will be use of the public
spaces for special events. An activation and programming plan will need to be developed to ensure
there is an adequate balance between public and private uses.

Changes to Initially Submitted Proposal - As a result of a value engineering exercise undertaken by
1HWY1 the following changes have been made to the proposal:

 The pedestrian bridge that connected North and South Embarcadero Marina Parks has been
removed;

 The subterranean parking structures have been connected to create a larger floor plate;
 A water cut at the foot of Kettner Boulevard and the Embarcadero Marina Park North has been

removed; and,
 A pedestrian bridge over the tide pools on the inboard side of the Embarcadero Marina Park

North has been removed.

1HWY1 has indicated that the changes were undertaken in an effort to reduce costs due to the need
to absorb the approximately $154 million of public infrastructure previously requested as a public
subsidy that was not considered in their original financial model.

Integrated Planning Vision

As part of the RFP’s Approach to Project, proposers were asked to “present a well-conceived plan
that establishes that the proposer understands and has the ability to achieve the District’s visions and
goals.” This included demonstrating how their proposed concepts align with the Integrated Planning
Vision, which includes the Assessment Report, Vision Statement and Guiding Principles, accepted by
the Board in August 2014, and the Framework Report, accepted by the Board in November 2015,
(collectively referred to as the “Integrated Planning Vision”) as established through the Integrated
Planning effort and outlined on pages 7 and 8 of the RFP.

The Integrated Planning effort is: “The link of vision, priorities, people and the physical institution in a
flexible system of evaluation, decision-making, and action.” It is a multi-faceted and comprehensive
approach to the District’s future. Integrated Planning includes various District initiatives, including, but
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not limited to, asset management, the “Port as a business” efforts (i.e., parking, advertising, etc.), a
fiscal growth and sustainability framework, environmental initiatives, leasing policies, and land and
water use planning and development Baywide. At this time, land and water use planning is
anticipated to be developed over a multi-year process involving several phases (i.e., the Port Master
Plan Update (PMPU) and larger site specific planning and development initiatives, like the Central
Embarcadero) in the near future.

One of the aspects of the Integrated Planning effort was the Board’s acceptance of the Integrated
Planning Vision. This tool is intended to inform the District in all development on Tidelands, as well
as other Integrated Planning efforts. For example, while not binding, the Planning Principles are
filters by which the District strives to: achieve synergy among partnering agencies and stakeholders;
promote clean air, healthy communities and environmental justice; ensure job creation, prudent
economic policies and financial sustainability; preserves the working Port as a dynamic and thriving
element of the region’s economy and cultural history; and incorporate state of the art sustainability
practices. The Framework Report works in a similar manner and also specifies that it could be a tool
to be used in site specific planning and development efforts such as Central Embarcadero.

To date, Integrated Planning has led to the formation of the Integrated Planning Vision, which was
developed as a result of an extensive public engagement process. The Integrated Planning Vision
provides the basic foundation for establishing the goals, objectives and policies of the future PMPU.
It also provides guidance in the review of development proposals that come forward during the
PMPU process in accordance with the District’s Board Policy No. 752 Guidelines for Conducting
Project Consistency Review Related to the Integrated Port Master Plan Update.

Port Master Plan Update Approach

One of the ongoing efforts as part of the Integrated Planning process involves drafting of the PMPU
document, including the development of elements, goals and policies as presented in the proposed
format and content outline endorsed by the Board at the July 22, 2015 Integrated Planning Study
Session.

The proposed PMPU is anticipated to include new topical sections, or elements, that provide
Baywide guidance related to Land Use, Water Use, Mobility, Public Access and Recreation, Natural
Resources, Safety and Resilience, and Economic Development. As appropriate, in the coming
months staff intends to advance specific policy issues related to these topics for the Board’s
discussion and consideration.

In addition, the PMPU will provide policies and standards, as well as identify proposed appealable
category projects for the ten Planning Districts. The Planning Districts will include redefined Sub-
District areas intended to simplify the numerous planning sub-areas currently contained in the Port
Master Plan. The use of Sub-Districts will allow staff to establish planning goals specific to certain
geographic areas and will help to organize the Planning District text and project list. For example,
Planning District 3 - Embarcadero is intended to be structured with three Sub-Districts: North
Embarcadero, Central Embarcadero and South Embarcadero. This structure will allow us to
establish focused planning policies specific to each area that appropriately guide redevelopment
efforts being conducted on parallel tracks.

A key goal of the PMPU is to streamline and add certainty to the entitlement process by setting the
San Diego Unified Port District Printed on 11/7/2016Page 8 of 19

powered by Legistar™

Page 8 of 19 C
Page 84 of 255B



File #: 2016-0607, Version: 1

blueprint for sub-district redevelopment efforts, like the Central Embarcadero, through goals,
objectives and policies specific to that area. Through diligent coordination, the PMPU work will
provide timely direction to sub-district redevelopment projects and allow for future tiering from the
PMPU Programmatic Environmental Impact Report, which will be completed prior to consideration or
approval of any environmental review for Central Embarcadero. It is also contemplated that the
PMPU would be certified by the California Coastal Commission prior to approval of any projects
proposed by 1HWY1. The Central Embarcadero proposal and the PMPU are anticipated to provide a
feedback loop as the PMPU effort moves forward. It should be noted that if the project is misaligned
with the PMPU’s policies, standards, and appealable project categories the project may either be
altered to become in alignment with the PMPU or require a subsequent Port Master Plan Amendment
(PMPA). Therefore, 1HWY1’s understanding of the PMPU process and how sub-district
redevelopment efforts fit into that larger process is essential. The PMPU team has met with 1HWY1
and explained this process in detail, and 1HYW1 was amenable to following the process by indicating
a strong commitment to the process. Accordingly, the District and 1HWY1 are committed to following
this process.

The Integrated Planning Vision has been used as tool in analyzing the Seaport proposal. Staff’s
analysis of the proposal’s alignment with these tools has been included under the Approach to
Project analysis below. This analysis has not changed substantively since presented in the July 13,
2016 BPC Agenda Sheet No. 2016-0411 (Attachment B); however, additional analysis resulting from
1HWY1’s responses to the Supplement has been provided.

Analysis of Consistency with Integrated Planning:

Based on a review of 1HWY1’s initial proposal and responses to the Supplement, below is staff’s
analysis of the key principles from the Integrated Planning Vision that should be considered as the
proposal is refined to ensure consistency with the District’s vision.

Also, it should be noted that based on 1HWY1’s responses to the Supplement substantial work still
needs to be completed to refine water uses, land uses, and programming for the proposal.
Consequentially, there are numerous questions that will need to be answered, if 1HWY1 proceeds to
the next stage. For example, until the uses, programming and list of appealable projects are more
clearly defined, developing a holistic and cogent mobility plan for site will be partially inhibited.

Vision Statement and Guiding Principles

Honor the Water - A number of the Seaport’s programmatic components strive to “honor the water”
by providing a variety of water-based uses that will encourage activation and engagement with the
water. The 30 acres of water at Seaport is proposed to bring mega-yacht berthing facilities; provide
dock & dine public piers; and include a public swimming facility and publically accessible beaches.
Recreational amenities proposed include rental and launch facilities for non-motorized water vehicles
including kayaks and stand up paddleboards. The proposal offers to facilitate a public/private
partnership to revitalize the fishing industry using the Commercial Fisheries Revitalization Plan as a
reference. Also, the proposal will promote and provide water-borne transit with an expanded ferry
service and water taxis linked to destinations throughout the Bay.

Given the variety of water uses proposed, it is staff’s recommendation that Seaport’s water mobility
plan be a cornerstone of the project to ensure all water-related uses and activities function in a
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mutually-beneficial way. It will be important to ensure that these uses and activities, which will all
have different, use intensity, infrastructure needs, and visitors, are organized in a complementary
manner. The water mobility plan should be developed in alignment with PMPU and further refined
site specific objectives.

Moreover, given the Coastal Act’s priority for commercial fishing (which aligns with the honoring the
water guiding principle) and the Supplemental responses, additional details on how the public/private
partnership will revitalize the fishing industry is needed.

Guarantee the Public Realm - The proposal provides for over 75 % of the 40 acres of land area as
parks and public open space. Redesigned esplanades (designed to be wider than existing) along the
water’s edge provide public access for everyone to walk and provide the opportunity to stage public
events. The variety of hotel options includes a youth hostel and an affordable rate hotel providing
low-cost visitor accommodations. The variety of shopping, exercise, and recreation options are
intended to be open for all users.

While the proposal includes a variety of land and water uses intended for public use, it is likely that
elements of the proposal will be refined as this process progresses. Staff recommends that a strong
commitment to providing 75 % of the site as public realm be necessary to ensure the amount of
public space is maintained, even if components of the proposal are substantially revised, eliminated
or replaced. It should be noted that in the response to Question 12, page 9, of the Supplement
1HWY1 states: “We are committed to maximizing public space and would commit to a maintaining at
least 70 % of the space as public realm.” Further review and consideration of the public realm
portion of the proposal is still needed, including clarifying what constitutes public realm on land
versus water. For example, it will need to be determined how the creation of open water areas
adjacent to the beaches will be considered in the context of the public realm.

Furthermore, additional discussion is needed on the topic of public versus semi-public access. As
indicated in the response to Question 8, page 7 of the Supplement, “The public access will be no-
cost for most times of the day. We do envision using parts of the public space for paid activities. The
precise times and areas will be determined at a later stage of the design and activation
programming.” To maintain the integrity of guaranteeing the public realm, performance standards
(i.e., programming and operational requirements) that ensure the public spaces are maintained as no
-cost should be considered.

Celebrate Nature and Ecology - Attraction and educational opportunities are included with the
proposal. The tidal pools with oyster beds and floating wetlands in strategic locations along the
water’s edge also allow visitors to experience nature and understand the natural ecological cycle.
Additional work will be needed to demonstrate the feasibility of these components.

Create a Comprehensive Open Space Plan - Creation of a 50-foot wide half-mile esplanade along
the water’s edge, which connects a series of public spaces throughout the site. The design provides
large areas of open space, esplanade with strong linkages through pedestrian walkways and direct
access to the Bay. The comprehensive open space plan is an important component of the proposal
to ensure the development maintains significant elements that “guarantee the public realm” and
strengthens the concept of the Green Necklace. However, per 1HWY1’s response to question 47,
page 22, of the Supplement, the pedestrian bridge connecting Embarcadero Marina Park North and
South has been eliminated, as was the pedestrian bridge over the tide pools in Embarcadero Marina
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Park North.  These changes will need to be evaluated further.

Provide Ease of Mobility on Land and Water - The proposal includes a water and mobility plan that
outlines a variety of transportation options that intend to link local and regional transportation
systems. The existing esplanade along the water is proposed to be widened and activated with
public event space. Recreational amenities proposed include rental and launch facilities for non-
motorized water vehicles including kayaks and stand up paddleboards. As part of a water mobility
plan, the proposal intends to promote and provide water-borne transit with an expanded ferry service
and water taxis linked to destinations throughout the Bay. The preliminary mobility and parking
strategy are further detailed in Appendix 9 of Attachment B.

There are multiple modes of transportation contemplated for the site, with significant attention given
to driving foot traffic and pedestrian related experience. However, as previously outlined above,
more work is needed to ensure development of cogent and holistic mobility plan for the site that
addresses all multi-modal transportation on-site and how it will connect off-site.

Framework Report

Increase or maximize public space - The proposal provides a public access activation and
programming plan, including the development of Public Realm zones. Examples are a Pacific
Promenade for public access strolling with a fitness and wellness circuit, and curated food and
kiosks; a Pacific Plaza for concerts and festivals; the Kettner Connection with an Activity Center for
renting workout gear, renting bikes, and participating in recreational classes. It is important that as
the proposal is refined the amount of public realm presented in parks and open spaces (75 % of 40
acres of land area) is maintained and not eroded.

Extends streets to the water - An extended California Street transitions into a new pedestrian Paseo.
The proposal contains a new public pier at the foot of this Paseo for visiting boats and dock & dine
opportunities, as well as a new gateway to the peninsula park. Kettner Boulevard and Pacific
Highway become gateways and enhanced view corridors. The proposal should capitalize on the
unique geometry and history of the area, by both celebrating this location as the southern origin of
Highway 1, and maintaining its commitment to strengthen connection between the uplands to the
waterfront.

Preserve and enhance view corridors - The proposed extension of Kettner Boulevard and Pacific
Highway will enhance views looking south. A new Ruocco Park is proposed to turn into a rooftop
park with views of the Bay and downtown skyline. It is acknowledged that more work is needed to
demonstrate the feasibility and benefits of proposed view corridors.

Facilitates enjoyment of the Bay - The proposal includes a variety of uses both on land and water that
will be accessible to the public. Expanded park and public space provide the opportunity to open up
the waterfront to more people. Street shops and restaurants are proposed to provide a range of
recreational and commercial opportunities for a range of socio-economic users. A proposed
hospitality core will provide lodging for a wide range of visitors. Water sports, an outdoor gym, beach
volleyball, boating, and swimming illustrate different parts of the plan intended make the waterfront
accessible and enjoyable to users from all socio-economic groups. The plan also provides for
activities such as picnic’s and outdoor concerts. The hotel options include a Yotel with smaller rooms
at affordable moderate rates.
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Approach to Project - Recommendations for the Proposed Additional Due Diligence:

While the Board has indicated that they believe 1HWY1 and its proposal meet the RFP’s
requirements, and hence, they could be selected as the successful proposer, staff recommends the
Board adopt a resolution to obtain the following information and clarifications on 1HWY1’s proposal.
If the Board does not want to adopt a resolution, it may direct staff to continue its due diligence efforts
in accordance with the following or in some other manner:

1. 1HWY1 to identify the anticipated retail tenant mix, including targeted retailers.

2. A market and feasibility study should be commissioned by the District, at 1HWY1’s expense,
to demonstrate the following programs can be supported as proposed:

 Restaurant and retail
 Office
 Attractions

o Aquarium (marine attractions)
o SkySpire (observation tower)

 Water-oriented facilities
o Commercial fishing
o Recreational boats
o Mega yachts

3. 1HWY1 should further define the proposed existing Seaport Village tenant retention and
relocation program beyond the proposed construction phase.

4. 1HWY1 to provide clarity of the anticipated “marine related” office tenant mix, including
targeted users, to ensure the proposed office program is consistent with the Public Trust.

5.  Due to the proposed height and location of the SkySpire, 1HWY1 should obtain:
 a determination of no hazard from the Federal Aviation Administration
 a consistency determination from the San Diego Regional Airport; and,
 a determination from the U.S. Navy to ensure feasibility.

6. A written guarantee should be provided by ThrillCorp that the Seaport SkySpire will not be
replicated. This should also be a term of any future real estate agreement between the District
and 1HWY1.

7. As a result of the impacts to Ruocco Park proposed under the Seaport proposal, 1HWY1
should submit a plan to the District to satisfy the obligations under the grant agreement with
the San Diego Foundation.

8. 1HWY1 to provide clarity regarding the marine-focused charter school and evidence that the
proposed use and programming is consistent with the Public Trust.
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9. A parking study should be commissioned by the District, at 1HWY1’s expense, using the
District’s parking guidelines to determine whether adequate parking has been proposed; at
this time, the study should exclude any proposed hotel development.

10. The proposed mobility plan should be refined to reflect coordination with other existing mobility
plans in the area, including, but not limited to: City of San Diego, Civic San Diego and the San
Diego Association of Governments to identify proposed mobility strategies that could help
alleviate any potential parking demand resulting from the proposed uses.

11. 1HWY1 to provide clarity as to its commitment to existing commercial fishing tenants of the G
Street Mole during construction and upon completion.

12. Proposed dock and dine facilities, as a public amenity should be considered as a term of any
future real estate agreement between the District and 1HWY1.

13. The proposed water mobility plan should be refined to meet site specific objectives and ensure
alignment with the PMPU.

14. 1HWY1 to provide clarity regarding activation and programming and any applicable charges
for the use of public spaces should be provided to ensure there is adequate public access.

15. 1HWY1 to provide clarity as to whether they are willing to commit 75 percent of the 40 acres of
land to parks and open space.

16. 1HWY1 team to receive continued briefings from the PMPU team in order to ensure alignment
with the Integrated Planning Vision and an understanding of how the proposal fits within and
will tier-off the larger PMPU process.

Proposer’s Relevant Experience

Analysis:

1HWY1 is proposed as the ground lessee and developer for Seaport. The 1HWY1 entity has not yet
been formed but staff was advised that they anticipate forming a limited liability company (LLC)
following a final selection.  The proposed members and their roles are summarized below:
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1HWY1 as a whole demonstrates the relevant experience requested in the RFP; however, the
members as individuals have varying levels of experience, with RCI being the only member to have
ground up experience as a mixed-use developer. OdySea has experience developing aquariums,
the proposed members of PWD have experience with construction and project management and
ThrillCorp has no development experience. A detailed example of each partner’s development
experience is listed on page 29 of Attachment D.

Proposer’s Relevant Experience - Recommendations for the Proposed Additional Due Diligence:

In addition to the 16 items, listed above, staff recommends that the proposed Board resolution
include the following or the Board direct that to obtain the following information:

17. With RCI being the only proposed member with ground up development experience, their role
and level of commitment needs to be clarified.

18. 1HWY1 should form the proposed LLC to identify each of the member’s roles and level of
financial commitment.

Capability to Perform

Analysis:

Staff anticipates that the amount of financial commitment to be provided by each of the 1HWY1
members will be identified in the entity formation documents.

Pre-development Costs

It is proposed that PWD, as the anticipated managing member of 1HWY1, will self-finance the $15
million in pre-development costs. At the time this report was drafted, PWD was not yet formed, but
the members advised it was in the process of formation and a managing member had not yet been
identified. To determine if PWD has sufficient financial resources to self-finance the pre-development
costs, staff reviewed each of the proposed member’s financial statements with the District’s
economic consultant, Jones Lang LaSalle (JLL). Collectively, the three proposed members of PWD
possess the combined liquid assets necessary to fund the stated $15 million in pre-development
costs.

Capital Stack

As can be expected at this time in the process, the different layers of 1HWY1’s financing sources for
the Seaport proposal have not yet been identified but the team anticipates seeking $501 million in
personal and private equity contributions as well as $752 million through debt financing, which will
ultimately convert to a $1.05 billion permanent loan. 1HWY1 has not identified specific debt or equity
commitments, but it is premature at this time to have anything other than preliminary letters of
interest. As such, the following letters of interest from potential debt and equity sources have been
provided:
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 Debt
o PNC Bank - letter dated April 25, 2016 (Attachment B, page 114).
o Pacific Southwest Realty Services - letter dated May 2, 2016 (Attachment B, page 115).

 Equity
o Klaff Realty, Ltd. and Lupert Adler - letter dated September 12, 2016 (Attachment D, page

89).

Capability to Perform - Recommendations for the Proposed Additional Due Diligence:

Staff recommends the following also be memorialized in the proposed Board resolution or at a
minimum staff be directed to obtain this information:

19. PWD, as the proposed managing member of 1HWY1, should form the proposed LLC to
identify each of the member’s roles, including identification of a managing member, and level
of financial commitment.

20. As part of the recommendation that the 1HWY1 LLC be formed, the District should be
provided with a copy of the agreement, including terms regarding the amount of equity each
member will be responsible for capitalizing, and conditions upon which a member could exit
the LLC.

21. 1HWY1 to obtain and provide to the District commitment letters from other potential equity
providers given the scale of equity required to finance the proposal at an appropriate time
during the pre-development phase.

Revenue and Expense Projections

Analysis:

1HWY1 expects development costs for Seaport to exceed $1.2 billion with an expected annual rent
to the District of $22 million upon stabilization in year 10. This is a significant increase in rent over
the approximately $2.6 million paid to the District by Seaport Village in fiscal year 2015.

Based on the information currently available, staff and JLL evaluated the proposal’s feasibility. A final
copy of JLL’s Seaport San Diego Economic Analysis Summary has been included as Attachment F.
Please note that this information is not intended to be used for negotiations or any agreements for
any proposed hotels. At this early stage, 1HWY1’s projection of revenues, expenses and
development costs are within a reasonable range for the proposal as a whole; however, some
variances exist on a component by component basis.  Below are some key findings for consideration:

 Demand for the Seaport project, which informs revenue and expense assumptions made in
the financial model, will require additional study.

 1HWY1 has absorbed the approximately $154 million public subsidy. As a result, they are
projecting a lower return. 1HWY1 should indicate whether these lower returns will still allow
them to attract the necessary equity financing and whether lenders will underwrite the project

San Diego Unified Port District Printed on 11/7/2016Page 15 of 19
powered by Legistar™

Page 15 of 19 C
Page 91 of 255B



File #: 2016-0607, Version: 1

under these assumptions.

 Several of the proposed percentage rental rates are at the Board-adopted standard but others,
such as food & beverage, retail, entertainment and ticket sales, are not. A comparison of
ground lease percentage rates has been provided on page 8 of Attachment F.

 The financial model does not currently include costs associated with: 1) the relocation of
existing Seaport Village retailers and associated temporary retail and parking facilities, 2)
costs of equity financing and 3) costs associated with additional commercial fishing
operations, if implemented as part of a future phase.

 The proposal could generate additional revenues to the District not currently captured in the
financial model which could result in increases to the projected rent from: 1) retail lease
percentage rents, 2) kiosk and signage rental and 3) Smithsonian media augmented and
virtual reality offerings.

 Proposed rent payments to the District prior, and during, the construction of Seaport are
predicated upon 1HWY1 assuming continued operation of some or all of the existing Seaport
Village upon the lease expiration in September, 2018. 1HWY1 assumes that the District will
allow them to collect rent from existing subtenants to help offset their ground lease payments
to the District during construction. The District would need to understand the implications to
the overall proposal if an understanding is not reached.

 The 1HWY1 financial model does not include a ground rent payment for the proposed charter
school. It will be important for the District to understand the return potential associated with the
operations of the charter school to 1HWY1. Conversely, it will be important for the District to
understand the implications to the overall project if the proposed charter school or any other
use is not allowed on Tidelands.

Revenue and Expense Projections - Recommendations for the Proposed Additional Due Diligence:

Staff recommends the following requested information and refinements be obtained as part of the
proposed Board resolution or alternatively, as Board direction:

22. As previously detailed in the Approach to Project recommendations, market and feasibility
studies, excluding, at this time, hotels, should be commissioned by the District, at 1HWY1’s
expense, to further validate demand and the revenue and expense assumptions made in the
1HWY1 financial model.

23. The financial model should be refined to include, at a minimum:
a) An allocation of public improvement costs at the programmatic component level,
b) A sources and uses projection at the programmatic component level, and
c) Inclusion of additional costs and revenue sources.

24. 1HWY1 to provide clarification on its proposed percentage rents, excluding, at this time,
hotels, to determine if 1HWY1 is requesting to pay percentage rents(s) that is/are below
District standards, or if they are requesting rent concessions.
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25. 1HWY1 to conduct an evaluation and provide clarification of 1HWY1’s potential returns
associated with the school should be conducted, given the proposed lack of District rent
payment for this programmatic component.

26. If certain uses are not permitted on Tidelands (i.e. charter school and cinema), 1HWY1 will
conduct an evaluation of potential programmatic component alternatives and submit
evaluation to the District.

Potential Options and Next Steps

After receiving a presentation and update from staff, the Board has the maximum discretion to take
action and provide direction to staff. Staff has identified three potential options for the Board’s
consideration, which are summarized below:

 Option One - Select 1HWY1 as the final proposer, conclude the RFP process, eliminate the
other five proposers, direct staff to conduct additional due diligence and return to the Board at
a future meeting seeking direction to enter into a preliminary agreement with 1HWY1.

 Option Two - Select 1HWY1 as the final proposer, conclude the RFP process, eliminate the
other five proposers, direct staff to conduct additional due diligence and return to the Board at
future meeting with an update, and if necessary obtain further direction.

 Option Three - Direct staff to continue exclusive discussions with 1HWY1 and conduct
additional due diligence, while not eliminating the other five proposals and return to the Board
at a future meeting with an update. At that time, the Board may discuss further steps,
including a final selection or to enter into a preliminary agreement with 1HWY1.

If the Board selects 1HWY1 as the final proposer, this would conclude the RFP process; however, it
is recommended that in making such a selection, the District retain all its rights under the RFP and as
permitted under the law. Additionally, at this time, any District due diligence efforts or discussion with
a successful prosper would exclude potential hotels on the site. If directed to proceed with proposed
additional due diligence, it is recommended that a resolution be adopted to memorialize the proposed
minimum due diligence recommendations as described above and as listed in Attachment E, as well
as any other direction the Board sees fit. Alternatively, the Board may direct staff to conduct due
diligence. Since the recommendations include commissioning studies, staff anticipates the proposed
additional due diligence and information gathering efforts would take six to eight months. During this
time, 1HWY1 has also advised they would conduct their own on-site due diligence, which may
include: geotechnical studies, existing conditions evaluations (wet & dry utilities), in-water studies,
etc.  During this time, 1HWY1 and staff would also work together.

General Counsel’s Comments:

The General Counsel’s Office has reviewed the agenda sheet as presented to it and approves it as to
form and legality.

The General Counsel’s Office continues to have questions about the programming of the specialty
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cinema; as such programming may assist in determining its Public Trust consistency. Furthermore,
information on the proposed Public Charter School is crucial to determine whether it is an allowed
Public Trust use. Such information was requested in the Supplement but further clarification is
needed. Moreover, it appears that 1HWY1 is proposing no rent for the proposed school, which may
present legal issues such as gifts of public funds. The General Counsel’s Office recommends that
alternative uses be identified by 1HWY1 for these two program components.

Please note that the information gathering and due diligence items contained in this agenda sheet,
the proposed Board resolution and in Attachment E are not intended to be an all-exclusive list and as
the process moves forward, additional information gathering may be required and may be requested
of the successful proposer at any time. In no way, are informational and due diligence items intended
to limit the District’s discretion or bind the District to a definite course of action. Additionally, the
District’s selection of a proposer/proposal is expressly conditioned on a reservation of the District’s
rights in the RFP, as well as any and all legal rights of the District.

The General Counsel’s Office agrees with the legality of PMPU and CEQA tiering approach as stated
in this agenda sheet and endorsed by the Board and staff, but other entitlement and CEQA
processes are legally available to the District.

Environmental Review:

The item would provide direction to staff on the further processing and analysis of the Central
Embarcadero proposals, and the potential final selection of a proposer. The Board’s direction and
selection does not constitute an “approval” of a “project” under the definitions set forth in California
Environmental Quality Act (CEQA) Guidelines Sections 15352 and 15378 because it would not
result in any direct or indirect physical changes to environment, including without limitation, physical
changes to the environment. A selection of a proposer does not constitute a binding commitment to
proceed with the proposal or any project and the District retains the absolute sole discretion to
modify the proposal as may be necessary to comply with CEQA, including the discretion to
determine not to proceed with any project at all. Additionally, no agreements or terms sheets are
proposed at this time that would bind the District to a definite course of action.

CEQA requires that the District adequately assess the environmental impacts of its projects. While
the Board may give direction to staff, including without limitation, direction to that certain proposals
or components thereof be further evaluated through due diligence or alternatives analyzed, such
direction to staff constitutes information gathering and will not bind the District to a definite course of
action prior to CEQA review. Moreover, disapproval of a proposer or proposal would not be a
project under CEQA. As required by law, CEQA analysis will be completed prior to the District’s
commitment to a proposal(s) of components thereof, approval of any entitlements, concept
approval, or agreements necessary for the implementation of a proposal(s), in whole or in part.
Moreover, the Board reserves its discretion to adopt any and all feasible mitigation measures,
alternatives to the project, including a no project alternative, a statement of overriding consideration,
if applicable, and approve or disapprove the project and any permits or entitlements necessary for
the same. Those decisions may be exercised in the sole and absolute discretion of the Board.
Based on the totality of the circumstances and the entire record, the Board’s direction does not
commit the District to a definite course of action prior to CEQA review being conducted. Therefore,
no further CEQA review is required.
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In addition, the proposed Board presentation and potential selection of a proposer/proposal allows
for the District to implement its obligations under the Port Act and/or other laws. The Port Act was
enacted by the California Legislature and is consistent with the Public Trust Doctrine. While certain
components of the proposals may need further analysis to determine whether they are consistent
with the Public Trust Doctrine and Pot Act, the final selection does not commit the District to approve
said components. Consequently, the proposed Board presentation is consistent with the Public
Trust Doctrine.

Finally, the proposed Board presentation does not allow for “development,” as defined in Section
30106 of the California Coastal Act, or “new development,” pursuant to Section 1.a. of the District’s
Coastal Development Permit (CDP) Regulations because they will not result in, without limitation, a
physical change, change in use or increase the intensity of uses. Therefore, issuance of a CDP or
exclusion is not required. However, the District’s projects require processing under the District’s
CDP Regulations. If a proposal or component thereof moves forward, the Board will consider the
same after the appropriate documentation under District’s CDP Regulations has been completed
and authorized by the Board, if necessary. The Board’s direction in no way limits the exercise of the
District’s discretion under the District’s CDP Regulations.

Equal Opportunity Program:

There was no Small Business Enterprise (SBE) goal established for this phase of the development of
this location.  The selected firm(s) will ultimately be requested to submit an SBE plan.

PREPARED BY:

Lucy Contreras
Asset Manager, Business Development
Real Estate Development

Penny Maus
Department Manager, Business Development
Real Estate Development

Attachment(s):
Attachment A: Location Maps
Attachment B: July 13, 2016 BPC Agenda Sheet No. 2016-04111

Attachment C: July 28, 2016 Supplemental Information Request
Attachment D: September 19, 2016 Response to Supplemental Information

Request from 1HWY1
Attachment E: Comprehensive List of Recommendations
Attachment F: Jones Lang LaSalle Seaport San Diego Economic Analysis Summary

1 The complete July 13, 2016 BPC workshop agenda sheet, with all attachments, can be found in Granicus-Legistar on the District’s
website at:  https://www.portofsandiego.org/read-board-agendas.html.
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 Lucy Contreras 

 Gaf 

 March 16th, 2017 

   Seaport San Diego Project Update 

 

1HWY1 has made significant strides in its continued work on the Seaport San Diego project. This 
document is an update on our current efforts, as well as the Port’s 26 additional information requests 
that were issued on November 8th, 2016. During the time between November 8th, 2016 and March 17th, 
2017, the 1HWY1 team has advanced a number of initiatives in addition to the Port’s requested items. 
Over the last five months there have been 56 separate individuals working on the project for a total 
work effort of over five full-time equivalents (FTEs), equaling approximately 3,600 hours. 

Since the November 8th Board Meeting, 1HWY1 has been formalizing the team that will complete the 
Due Diligence tasks, as well as other key efforts.   The current team members are:

 
Design Manger & Owner’s 
Representative 

 
Program / Project Management 

 
Urban Branding 

 
Geotechnical Engineering 

 
Civil Engineering 

 
Community Outreach 

 
Community Outreach 

 
Community Outreach 

 
Aquarium Technical Assistance 

 
Aquarium Design 

 
Lighting Designer 

 
Structural Engineer 

 
Marine Engineering 

 
Architect 

 
Legal Services 

Public Space Activation
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Additional scope includes development for additional legal services, technical studies and 
demand/feasibility studies. 

o Through an RFP process, we shortlisted and interviewed the top firms. We selected 
Ninyo & Moore, along with two sub-consultant Subject Matter Experts. 

o As part of the investigation, Ninyo & Moore will drill eight borings and perform 120 
Cone Penetration Tests. 

o Ninyo & Moore will provide an impact assessment to the proposed project. 

o Through an RFP process, we shortlisted and interviewed the top firms and selected 
Project Design Consultants. 

o Project Design Consultants will provide an impact assessment for the proposed project. 

The goal of the Urban Branding is to Identify and evolve the fundamental experience and brand 
narrative of Seaport San Diego. This unique point of view will facilitate the creation of distinctive and 
unifying platforms that bring strategic clarity to Seaport’s brand positioning and messaging, visual 
identity systems and physical environments. The intent is to bring the ideas articulated in the 
competition proposal to life, to invigorate the brand, and help to articulate and actualize the design 
vision so it can be used as a framework and roadmap for further development of the plan. 

We have been conducting interviews with the managing partners, stakeholders and collecting data from 
an online survey. The initial workshops and precedent workshops have been completed, as well as some 
preliminary visitor experience studies and overall visions. We are completing the final workshops and 
expect to have the draft Strategy Documentation and Report in April. 

In January, 1HWY1 formed a community engagement team to communicate with the variety of 
businesses, government agencies, associations, groups, and environmental organizations that have a 
direct or indirect interest in this project. 

The team has identified 35 early stakeholders that require varying levels of communication and 
engagement. These include: 

Port Tenants Association 
Seaport Village Tenants 
San Diego City Council 
Downtown Residents Groups 
Downtown Planning Groups 
Working Waterfront groups 
Coronado City Council 
The Navy 
Mayor Kevin Faulkner and his staff 
Downtown San Diego Partnership 

San Diego Regional Chamber of 
Commerce 
San Diego Board of Supervisors 
San Diego Convention Center Board 
San Diego Tourism Authority 
Coastal Commission and Staff 
Sierra Club 
Sustainable Food Coalition 
USS Midway Museum 
San Diego Coastkeeper 
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State Lands Commission 
The Hyatt, Hilton, and Marriott 
The San Diego County Taxpayers 
Association 

Downtown East Village Planning Group 
Barrio Logan Community Group 
Commercial Fishermen

From the date of award, the 1HWY1 team has continued its work with the Commercial Fishing 
stakeholders. A Steering Committee has been formed in order to define a consensus vision for Tuna 
Harbor and Driscoll Wharf, with a goal of having this vision incorporated into the Port Master Plan 
Update that is currently underway. 

This steering committee has met ten times to work to provide options for Tuna Harbor. Key areas of 
focus: 
o Offloading and Processing 

Considerations 
o Truck Access 
o Parking 
o Wave Attenuation 
o Economic Viability 

o Cranes, Pumps, Ice 
o Inclusion of the existing Dockside 

Market 
o Secondary uses compatible to 

commercial fishermen 

14 key stakeholder groups have been identified that need to be engaged. These groups will help 
verify the Port Master Plan Update process includes the variety of uses proposed. These enhanced 
fishing uses would allow future aspirational options for Tuna Harbor and Driscoll’s Wharf to be 
considered without an Amendment to the Port Master Plan.  
o Commercial Fishermen 
o Processing 
o Sustainable Seafood 
o Scripps and NOOA (SIO) 
o Tug Boats 
o Sport Fishing 
o Legacy Tuna Fishermen 

o NOAA 
o Aquaculture 
o Ferries and Taxis 
o Blue Tech 
o Whale Watching 
o Other Tourist Serving Excursions 
o The Navy  

 

Concurrently, with the efforts above and the response to the Port items, 1HWY1 has been refining and 
defining the development program components of the Project. These include: 

is developing through a detailed multi-step process. Nationwide benchmarking 
visits have been conducted and workshops on programing and operations have been scheduled. 
Further refinement is scheduled with site visits and workshops with BIG Architecture followed 
by an intensive program and design development process with the design, operations, and 
ownership teams. Additionally, we have retained an aquarium consultant to assist in the 
program development and technical design of the aquarium. We are working with these 
partners to refine programmatic and operational strategies. Once these strategies are set, 
conceptual design, cost estimating and operational feasibility studies will be completed. 
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 Program development has made progress with discussions 
with SIO as the operator. The round table discussions with the Port, partners and State Lands 
have further refined and defined the Marine Institute program. We are continuing to work with 
these partners to refine the program and operational strategies. Once these strategies are set, 
conceptual design, cost estimating and operational feasibility studies will be completed.  

 Program development has made progress with discussions with key partners. Further 
round table discussions with programming partners are commencing to define the vision of the 
Spire and refine programmatic and operational strategies. Once these strategies are set, 
conceptual design, cost estimating and operational feasibility studies will be completed.  

The components of the project’s development are making progress through 
discussions with partners and the retention of Demand and Feasibility consultants. With the 
results of the Demand and Feasibility studies, Due Diligence technical studies, Urban Branding 
and partner direction, we will further solidify the program. We are working with these entities 
to refine programmatic and operational strategies. Once these strategies are set, conceptual 
design, cost estimating and operational feasibility studies will be completed.  

The  components of the project’s development are making progress through discussions 
with partners and the retention of Demand and Feasibility consultants. With the results of the 
Demand and Feasibility studies, Due Diligence technical studies, Urban Branding and partner 
direction, we will further solidify the program. We are working with these entities to refine 
programmatic and operational strategies. Once these strategies are set, conceptual design, cost 
estimating and operational feasibility studies will be completed.  

The  component of the project’s development is making progress through discussions 
with partners and the retention of Demand and Feasibility consultants. With the results of the 
Demand and Feasibility studies, Due Diligence technical studies, Urban Branding and partner 
direction we will further solidify the program. We are working with these entities to refine 
programmatic and operational strategies. Once these strategies are set, conceptual design, cost 
estimating and operational feasibility studies will be completed.  

. We are working with Moffatt & Nicol to further define the different 
waterside elements:  
1. Commercial Fishing Harbor (Tuna Harbor)  
2. Recreational Marina 
3. Water’s edge amenities  

a.Beaches 
b.Water quality 

The 1HYW1 partners’ vision for the Seaport Project is to be a catalyst for Economic Development of 
historically underutilized groups. We are developing an initiative with definitive goals to hire small 
business, veterans, minorities, and women for the project. We are in the process of formalizing the goals 
and objectives of the initiative and conducting informal meetings with other organizations to study their 
approach and results. This will be an owner-driven model that will allow the flexibility to produce 
optimal results over customary approaches.
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The response to the Port’s comments follows the the numbering of the items from the Board 
“Resolution Memorizing Due Diligence and Information Gathering Efforts” issued on November 8th, 
2016. 

1HWY1 previously submitted a letter of support from CBRE documenting the viability of the 
retail component of the project. During this Due Diligence Phase, 1HWY1 has met with the 
California State Lands Commissioner, Betty Yee, to discuss uses on State Tidelands. As this is an 
ongoing conversation and process, so too will the anticipated retail tenant mix at Seaport San 
Diego. 

1HWY1 has reached out to numerous local and international consulting firms for market, 
feasibility and program proposals. The consultants have been evaluated based upon their scope 
of work, competence and reputation. At this time, 1HWY1 has short listed the core group of 
consultants and anticipates to make a final selection within the coming weeks. The market and 
feasibility studies will start immediately after that and will last 10-12 weeks.  

We have and will continue to meet regularly with representatives of the existing Seaport Village 
tenant group to facilitate their retention in the project.  

We have met with State Lands on other more pressing issues and address this one in the future.  

On Friday March 3rd, 1HWY1 applied for a notice of non-hazard in alignment with FAA 
regulations. We have received  and responded to follow-up questions. Given the design of the 
spire is under 500 ft, the expectation remains that this will not be an issue. We are awaiting final 
response from the FAA, but as of March 9th, our application was “in progress/under review”. 

The Seaport SkySpire will not be replicated. Within 1HWY1’s operating agreement, and ancillary 
documents there is to be a commitment from ThrillCorp regarding the same.  
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In January of 2017, 1HWY1 approached the San Diego Foundation and the board members of 
the Ruocco Fund for initial approval of conceptual design. On March 13th, 2017, the San Diego 
Foundation responded with a letter of support . 

On February 17th, 2017 representatives of 1HWY1, Scripps Institute of Oceanography and the 
Port met with representatives of the State Lands Commission to discuss the vision for an 
Maritime education institute to determine if this was consistent with the Public Trust Doctrine. 
Although the details need further development, there appeared to be consensus that the vision 
was aligned with the doctrine. 

1HWY1 has reached out to numerous local and international consulting firms for a market, 
feasibility, and shared parking proposals. During the analysis of the proposals, 1HW1 decided 
that ACE Parking is the optimal partner for long term operations due to their track record and 
familiarity with other District projects. Negotiations with ACE Parking are currently taking place. 
PWD anticipates ACE Parking will assist in the current analysis

1HWY1 has reviewed the City of San Diego’s, SANDAG’s, and Civic San Diego’s proposed mobility 
plans. On January 25th, 2017, 1HWY1 met with Gary Gallegos of SANDAG, Paul Jablonski of MTS, 
and Supervisor, Ron Roberts, to discuss the proposed extension of the proposed 6th Avenue 
suspended cable-way system. SANDAG agreed to further study the Harbor Drive/PCH/Airport 
option discussed in our original proposal. We will begin to frame a mobility plan once the Due 
Diligence phase is complete. We will also continue to engage the PMPU team to review the 
mobility options. 

We are committed to maintaining Tuna Harbor as a working waterfront. 1HWY1, Gafcon, 
Moffatt & Nichol, Allegis Development, ABBA PM, and AVRP have engaged the commercial 
fishermen that berth their vessels in the harbor, and use the G Street Mole for parking, loading 
and offloading. As stated in our introductory letter, we have helped to form a steering 
committee to shape this vision early. If the Port is willing, 1HWY1 would like to assume control 
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of Tuna Harbor to implement the necessary upgrades to make this a first-class commercial 
fishing marina.  

We understand that proposed dock and dine facilities as a public amenity will be considered a 
term of the future real estate agreement between the District and the Port. 

The 1HWY1 team met with Hornblower on February 21st and Flagship on January 30th in order to 
explore increasing ferry landings and provide a streamlined water mobility plan to visitors of 
Seaport. We will continue these conversations. The conceptual plan will be completed during 
the due diligence phase of work.  

On March 14th, 1HWY1 convened a workshop under the leadership of a specialized consultant, 
(CARS, Community Arts Resources, Inc.), to continue to define what Seaport San Diego’s public 
spaces will look like, and how they will work. Please refer to  (CARS PowerPoint) 

Changes to the layout may occur as a result of Due Diligence findings, but 1HWY1 remains 
committed to keeping this close (over 70%) to what was shown in the proposal. 

We reviewed the audio and PowerPoint presentation of the January Board meeting. We 
continue to have bi-weekly meetings with the Port to ensure we are aligned with the Master 
Plan Update.  

RCI, as a valued member of our team, continues to bring their experience and expertise to bear 
on all aspects of the development process.  

The 1HWY1 teaming agreement outlines the 1HWY1, LLC members and percentage of 
ownership. The role of each member was identified in the supplemental information package 
submitted on September 13, 2016. As of March 17, 2017, these roles have not changed, and the 
additional financial commitments of the respective members will be documented and submitted 
as part of the ultimate operating agreement. 
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Protea Waterfront Development (“PWD”) has formed a Limited Liability Company with Yehudi 
“Gaf” Gaffen as the CEO. The LLC was formed on May 12, 2015, evidence of which was 
previously submitted to the Port. 

PWD has prepared a detailed term sheet outlining the terms and provisions of the 1HWY1 
operating agreement and presented the same to all 1HWY1 members. These term sheets are 
presently being revised and clarified among the members. Once all term sheets have been 
signed, the operating agreement will be negotiated and finalized between the members and 
presented to the Port.

1HWY1 continues to work with potential equity sources for the project. 

PWD has reached out to numerous local and international consulting firms for market, 
feasibility, and demand proposals. The consultants have been evaluated based upon their scope 
of work, competence, and reputation. At this time, PWD has shortlisted the core group of 
consultants and anticipates to make a final selection within the coming weeks. The market and 
feasibility studies will start immediately after and will last 10-12 weeks.  

PWD has finished the initial RFP model and is now working on further debt and equity scenarios 
to analyze variations of the capital stack, including but not limited to, private capital, 
institutional capital, EB-5, and L-1. This will be an ongoing process throughout the entirety of the 
life cycle of the project. PWD’s next steps will be to transition the financial analysis into a 
monthly model in the Argus software platform. 

Nothing further at this time. 

Concept under development. 
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1HWY1 met with Jennifer Luchessi on February 17, 2017, and presented the intended uses 
proposed for the project.  

 

Exhibit A: Ruocco letter 
Exhibit B: CARS PowerPoint 
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Memo 
To:  Lucy Contreras 

From:  Yehudi Gaffen 

Date:   April 6, 2017  

RE:   Seaport San Diego Project Update 

 

EXECUTIVE SUMMARY 
1HWY1 has made significant strides on the Seaport San Diego project. The attached document is an 
update on our current efforts as of April 6, 2017, and includes updates to the District’s 26 additional 
information requests that were issued on November 8, 2016. During the time between November 8, 
2016 and April 6, 2017, the 1HWY1 team has moved forward on  a number of initiatives, many included 
in  the District’s  requested items. There have been 56 separate individuals working on the project. This 
equates to over five full-time equivalents (FTEs), equaling approximately 3,900 hours to date. The 
Seaport team continues to meet every two weeks with the Port’s real estate team to update them on 
various topics including due diligence, communications, and the Port Master Plan Update. In addition to 
the significant investment made in the completion process, the 1HWY1 partners are scheduled to invest 
over  $4 million during  the course of the in process  “initial Due Diligence Phase”, which started in 
November 2016, and in currently scheduled to continue through September 2017. 

SUMMARY OF ONGOING WORK EFFORTS  

1. Filling Out the Team 
Since the November 8 Board Meeting, where the Commissioners voted unanimously to select the 
Seaport San Diego team and conclude the RFP process, 1HWY1 has been formalizing the team that will 
complete the Due Diligence tasks and  other key efforts.  These currently include the following:

▪ Allegis Development Services, Kip 
Howard 
Design Manager & Owner’s 
Representative 

▪ Gafcon 
Program / Project Management 

▪ Gensler Architects 
Urban Branding 

▪ Ninyo & Moore 
Geotechnical Engineering 

▪ Project Design Consultants 
Civil Engineering 

▪ Katz & Associates, Sara Katz & Irene 
McCormack 
Community Outreach & Public Relations 

▪ Offices of Julie Dubick 
Community Outreach 

▪ Collaborative Land Solutions, Allison 
Rolfe 
Community Outreach 

▪ Hall Aquatic, Eric Hall 
Aquarium Technical Assistance 

▪ BIG Architecture 
Aquarium Design 

▪ Studio Fink, Peter Fink 
Lighting Designer 
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▪ Glotman – Simpson 
Structural Engineer 

▪ Moffatt & Nichol 
Marine Engineering 

▪ AVRP 
Architect 

▪ Teel Roeper 
Legal Services 

▪ CARS 
Public Space Activation

1HWY1 will continue to build the team and is looking for consultants to perform additional legal 
services, technical studies and demand/feasibility studies. 

Please refer to Exhibit A 

Gafcon and the 1HWY1 partners have reached out to 10 General Contractors to help validate the 
schedule, budget, and design. We are finishing the RFP process, will commence interviews in late April, 
and will make an official selection over the summer. The teams we have reached out to are as follows: 
 

Our  Master Schedule provides   additional clarity to our process. Please refer to Exhibit E 

2. Physical Due Diligence  
 
1HWY1 is committed to a “Best in Class” team. We have and will continue to find firms and companies 
that demonstrate relevant experience with award-winning results. From our Geotechnical and Civil 
Engineers, down to their sub-consultants, 1HWY1 and their ownership representatives, Allegis 
Development and Gafcon, have laid the foundation for the creation of  a world-class project.  
 

▪ Geotechnical Analysis of the existing Seaport site, both land and water 
o Through an RFP process, we shortlisted and interviewed the top firms. After performing 

a Cost Analysis, and a review with our on-call engineer, we selected Ninyo & Moore. 
Ninyo & Moore, Geotechnical and Environmental Sciences Consultants, is an 
ENR Top 500 Design Firm. Since the firm’s inception, they have provided 
geotechnical, environmental, and materials testing and inspection services on 
more than 350 projects for the Port of San Diego, more than 700 projects for 
the City of San Diego, and on 60 projects for Civic San Diego.  

o Additionally, 1HWY1 has retained two Geotechnical/ Seismic experts to assist and advise 
on potential  impacts of the report.  

Dr. Thomas Rockwell is a nationally - and internationally - renowned paleo 
seismologist and structural geologist. He has served as Geology Group Leader 
for the Southern California Earthquake Center, and is recognized as an expert in 
tectonics and earthquake hazards of Southern California and Baja California. Dr. 
Rockwell conducted extensive trenching programs to date earthquakes on faults 
in the western U.S., South and Central America, the Middle East and Asia, and 
routinely uses soil stratigraphy and geomorphology combined with various 
radiometric dating techniques to assess rates of fault activity, determine 
recency of faulting, and date past earthquakes. 
Walter F. Crampton is the founding Principal of TerraCosta Consulting Group. He 
has been an engineer of record for hundreds of coastal projects, and has specific 
expertise in the approval of coastal development projects in Southern California.  
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o As part of the investigation, Ninyo & Moore is in the process of drilling eight borings and 
over 120 Cone Penetration Tests (CPT’s). 

o Ninyo & Moore will provide an impact assessment to the proposed project. We expect 
to have this assessment by late May 2017.  
 

▪ Civil Engineering Analysis of the existing Seaport site, both land and water 
o Through an RFP process we selected Project Design Consultants (PDC) as our Civil 

Engineer 
o PDC has extensive experience working with the Port of San Diego, Civic San Diego, and 

the City of San Diego. Their recent project experience includes: 
Old Police Station Headquarters Retail Center 
Manchester Grand Hyatt Hotel 
North Embarcadero Visionary Plan Phase 1 
Manchester Pacific Gateway 
San Diego Convention Center Expansion 
Broadway Pier Cruise Ship Terminal 
 Seaport Village ALTA Survey and Due Diligence 
Multiple Port of San Diego As-Needed Survey Contracts 
Lane Field Hotels and Park 
5th Avenue Landing Hotel 

o PDC will perform: 
Aerial Topographic Mapping 
Boundary Survey 
Encumbrance Title Review 
Wet Utility Research 
Dry Utility Research 
Base/Master Drawing 
Document Review and Conceptual Design Review 
Water and Sewer Review 
Dry Utility Evaluation 
An as-built survey of existing Street Improvements 

o PDC will provide an overall impact assessment for the proposed project. 
o PDC will also provide a site constraints map at the end of April. 

 
▪ Multiple Access Agreements to obtain access to the site to perform Geotechnical Testing 

o To perform this investigation, Gafcon had to facilitate a complicated Right of Entry 
agreement between Ninyo & Moore, Terramar, and the Port of San Diego. After 3 weeks 
of negotiations including Allegis Development, Gafcon’s Sr. Project Manager, Teel & 
Roeper, Port Staff, the Port Attorney, Ninyo & Moore, and their respective insurers 
these access agreements were signed on March 17th.  The work is expected to be 
completed on April 30th.  
 

▪ Permitting to obtain approval to perform Geotechnical Testing 
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3. Urban Branding  
 
1HWY1 retained Gensler for this process. Gensler is widely recognized as one of the world’s leading 
Architectural  firms.  
 
The goal of this Urban Branding effort is to identify and evolve the fundamental experience and brand 
narrative of Seaport San Diego. This unique point of view will facilitate the creation of distinctive and 
unifying platforms that bring strategic clarity to Seaport’s brand positioning and messaging, visual 
identity systems and physical environments. The intent is to bring the ideas articulated in the 
competition proposal to life, to invigorate the brand, and help to articulate and actualize the design 
vision so it can be used as a framework and roadmap by the design team for further development of the 
plan. 
 
We have been conducting interviews with the managing partners, key stakeholders, researching  
surrounding current and future  demographics and user types,  as well as  collecting data from an online 
survey. The initial workshops and precedent workshops have been completed, as well as some 
preliminary visitor experience studies and overall visions. We are completing the final workshops and 
expect to have the draft Strategy Documentation and Report complete in April. 
 
We are planning on sharing  our  draft document around  June 2017.  

4. Community Engagement 
 
In January, 1HWY1 formed a community engagement team to communicate with the variety of 
businesses, government agencies, associations, groups, and environmental organizations that have a 
direct or indirect interest in this project. 

The team has identified 35 early stakeholders that require varying levels of communication and 
engagement. These include: 

San Diego Port Tenants Association 
Seaport Village Tenants 
San Diego City Council 
Downtown Residents Groups 
Downtown Planning Groups 
Working Waterfront Group 
Coronado City Council/Mayor 
The Navy 
Mayor Kevin Faulkner and his staff 
Downtown San Diego Partnership 
San Diego Regional Chamber of 
Commerce 
San Diego Board of Supervisors 
San Diego Convention Center Board 

San Diego Tourism Authority 
Coastal Commission and Staff 
Sierra Club 
Sustainable Food Coalition 
USS Midway Museum 
San Diego Coastkeeper 
State Lands Commission 
The Hyatt, Hilton, and Marriott 
The San Diego County Taxpayers 
Association 
Downtown East Village Planning Group 
Barrio Logan Community Group 
Commercial Fishermen
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5. Commercial Fishing 
 
From the date of award, November 8, the 1HWY1 team has continued  working  with the Commercial 
Fishing stakeholders. A Steering Committee was formed to define a consensus vision for Tuna Harbor 
and Driscoll’s  Wharf, with the  goal of having this vision incorporated into the integrated Port Master 
Plan Update that is currently underway. A District representative has attended each meeting.  
 
As of April 6th, this steering committee has met eleven times to work to provide options for Tuna Harbor. 
Key areas of focus: 

o Offloading and Processing 
Considerations 

o Truck Access 
o Parking 
o Wave Attenuation 
o Economic Viability 
o Cranes, Pumps, Ice 

o Pier Realignment 
o Inclusion of the existing Dockside 

Market 
o Aquaculture 
o Secondary uses compatible to 

commercial fishermen 

▪ Fourteen (14) key user  groups have been identified that need to be engaged.  These groups will 
help verify the integrated Port Master Plan Update process that includes the variety of uses 
proposed. These enhanced fishing uses would allow future aspirational options for Tuna Harbor and 
Driscoll’s Wharf to be considered without a subsequent Port Master Plan Amendment after the 
integrated PMPU.  

o Commercial Fishermen 
Longliners 
Smaller Vessels 

o Processing 
o Sustainable Seafood 
o Scripps and NOAA (SIO) 
o Tug Boats 
o Sport Fishing 

o Legacy Tuna Fishermen 
o NOAA 
o Aquaculture 
o Ferries and Taxis 
o Blue Tech 
o Whale Watching 
o Other Tourist Serving Excursions 
o The Navy  

 
Integrating these groups into the project represents the value of developing this historically significant 
site. The partners want Tuna Harbor to embrace the past of the legacy of the Tuna Fishermen, maintain 
and increase the viability of the present commercial fisheries, and provide a window into the future with 
Blue Tech and Aquaculture. The Seaport team has met with all the groups mentioned above, created a 
dynamic and evolving plan that incorporates these aspects. We presented 4 options in an open house 
forum to the commercial fishermen, processors, Scripps and NOAA, the sports fishermen, Blue Tech 
representatives from The Maritime Alliance, and aquaculture representatives. The consensus was a 
modified version of option 4 (Exhibit D). The partners will commission an update to the 2010 Lisa Wise 
Consulting report, “Commercial Fisheries Revitalization” by June to help validate our design. The RFP for 
this report will go out in May. 
 
The 1HWY1 partners continue to work with Moffatt & Nichol in these efforts. Moffatt & Nichol is a 
global infrastructure advisory firm of approximately 650 employees in 34 offices and seven 
countries. They provide practical solutions to clients in the marine terminal, transportation, energy, 
environmental, federal, and urban development markets around the world. Moffatt & Nichol is a 
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multidiscipline professional services firm with specialized expertise in structural, coastal, and civil 
engineering; environmental sciences; economics analysis; inspection & rehabilitation; and program 
management solutions. In 2016, this team was awarded the Project of the Year in two separate 
categories from the American Society of Civil Engineers (ASCE). Since November and 1HWY1’s official 
selection, Moffatt & Nichol has contributed significant time and effort. 
 
For more information regarding our comprehensive commercial fishing plan and process please refer to 
Exhibit D. 

6. Development Program Component Refinement  
 
Concurrently, with the efforts above and the response to the Port items, 1HWY1 has been refining and 
defining the development program components of the Project. These include: 

A. The Aquarium The project is developing through a detailed multi-step process that has included 
six Nationwide benchmarking visits, and workshops on programing and operations. Further 
refinement is scheduled with visioning workshops, the potential for additional team members, 
and site visits with BIG Architecture followed by an intensive program and design development 
process with the design, operations, and ownership teams. Additionally, we have retained an 
aquarium consultant, Hall Aquatic, to assist in the program development and technical design of 
the aquarium. We are working with these partners to refine programmatic and operational 
strategies. Once these strategies are set, conceptual design, cost estimating, and operational 
feasibility studies will be completed.  In conjunction with our Partner, Odysea, we are in   
discussions with San Diego Zoo Global and Scripps Birch Aquarium to explore opportunities for 
collaboration.  

B. The Maritime Educational Institute Program development has made progress with discussions 
with Scripps Institution of Oceanography  as the operator. The round table discussions with the 
Port, partners and State Lands Commission staff have been further refined and define the 
Marine Institute program. We are continuing to work with these partners to refine the program 
and operational strategies. Once these strategies are set, conceptual design, cost estimating and 
operational feasibility studies will be completed.  

C. The Spire remains as originally proposed awaiting the results of the  Geotechnical Engineering 
analysis in order to confirm location.  

D. The Hospitality, the Retail, and the Parking components of the project’s development are 
making progress through discussions with partners and the retention of Demand and Feasibility 
consultants. With the results of the Demand and Feasibility studies, Due Diligence technical 
studies, Urban Branding and partner direction, we will further refine the program. We are 
working with these entities to refine programmatic and operational strategies. Once these 
strategies are set, conceptual design, cost estimating and operational feasibility studies will be 
completed.  

E. Waterside Improvements. We are working with Moffatt & Nicol to further define the different 
waterside elements:  
1. Commercial Fishing Harbor (Tuna Harbor)  
2. Recreational Marina 
3. Water’s edge amenities  
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a.Beaches 
b.Water quality 

The specific programmatic elements for these waterside improvements can be extrapolated from the 
Master Schedule (Exhibit E). 

7. Inclusion and Diversity Program 
 
The 1HYW1 partners’ vision for the Seaport Project is to be a catalyst for economic development for 
historically underrepresented  groups. We are developing an initiative with definitive goals to hire small 
businesses, veterans, and minorities for the project. We are in the process of formalizing the goals and 
objectives of the initiative and conducting informal meetings with other organizations to study their 
approach, results, and adopt their best practices. This will be an owner-driven model that will allow the 
flexibility to produce optimal results over customary approaches. 
 

8. Responses to Port Questions  
 
The response to the Port’s comments follows the request of the Port to respond to the items in three 
separate categories: (1) Ongoing, (2) To Be Updated by March 17 and (3) Deferred. The numbering of 
the response corresponds to the item in the Board “Resolution Memorializing  Due Diligence and 
Information Gathering Efforts” issued on November 8, 2016. This memo is updated through April 6, 
2017 in order to show the detailed levels of effort by the partners.  

1. Provide a written update on the status of 1HWY1’s anticipated retail tenant mix. 
1HWY1 previously submitted a letter of support from CBRE (Exhibit F) documenting the viability 
of the retail component of the project. During this Due Diligence Phase, 1HWY1 has met with 
the California State Lands Commissioner Betty Yee to discuss uses on State Tidelands. As this is 
an ongoing conversation and process, so too will the anticipated retail tenant mix at Seaport San 
Diego.  

2. Completion of a market and feasibility study to demonstrate support for the 
proposed programmatic components. 
1HWY1 has reached out to numerous local and international consulting firms for market, 
feasibility and program proposals. The consultants have been evaluated based upon their scope 
of work, competence and reputation. At this time, 1HWY1 has short listed the core group of 
consultants and anticipates making  a final selection within the coming weeks. The market and 
feasibility studies will start immediately after that and will last ten to twelve weeks. The master 
schedule will help clarify our process. 

3. Provide a written update on the status of on-going discussions and/or meetings 
with the Seaport Village tenants. 
We have and will continue to meet regularly with representatives of the existing Seaport Village 
tenant group to facilitate their retention in the project. In our meetings with Gensler’s urban 
branding team and CARS, the Seaport team is planning dynamic interim activation for the 
current Seaport Village tenants, and have kept them appraised of our work. In order to provide 
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a smooth transition with the Seaport Village tenants, we would like to request that 1HWY1 take 
over the lease for Seaport Village in September 2018.  

4. Provide clarity and anticipated “marine-related” office tenant mix, including 
targeted uses, to ensure consistency with the Public Trust. 
1HWY1 met with Jennifer Luchessi on February 17, 2017, and presented the intended uses 
proposed for the project. We have taken the information from the meeting with State Lands and 
will incorporate this into our programming of the site.  

5. Due to the proposed height and location of the SkySpire, obtain:  
•   Determination of no hazard from the Federal Aviation Administration, 
•   Consistency determination from the San Diego Regional Airport Authority, 
•   Determination from the U.S. Navy to ensure feasibility. 
On Friday March 3rd, Allegis Development applied for a notice of non-hazard in alignment with 
FAA regulations. We have received and responded to follow-up questions. Given the design of 
the spire is under 500 ft, the expectation remains that this will not be an issue. We are awaiting 
final response from the FAA, but as of April 6, our application was “in progress/under review”.  

6. A written guarantee that the Seaport SkySpire will not be replicated.  
The Seaport SkySpire will not be replicated. Within 1HWY1’s operating agreement, and ancillary 
documents there is to be a commitment from ThrillCorp regarding the same.  

7. Research the San Diego Foundation obligations related to Ruocco Park. 
In January of 2017, 1HWY1 approached the San Diego Foundation and the board members of 
the Ruocco Fund for initial approval of conceptual design. On March 13th, 2017, the San Diego 
Foundation responded with a letter of support (Exhibit C). 

8. Refine the program for the marine-focused charter school to ensure consistency 
with the Public Trust. 
On February 17th, 2017 representatives of 1HWY1, Scripps Institute of Oceanography and the 
Port met with representatives of the State Lands Commission to discuss the vision for a 
Maritime education institute to determine if this was consistent with the Public Trust Doctrine. 
Although the details need further development, there appeared to be consensus that the vision 
was aligned with the doctrine. We have four upcoming workshops with local educators and 
schools. The schedule for the Marine Institute program development is further defined in the 
Master Schedule. 

9. Completion of a parking study to demonstrate whether adequate parking has been 
proposed. As stated, in task no. 10 on page 2, the mobility plan will be completed in 
parallel with the parking study. 
1HWY1 has reached out to numerous local and international consulting firms for a market, 
feasibility, and shared parking proposals. During the analysis of the proposals, 1HWY1 worked 
with  ACE Parking  for parking  operations strategy. Negotiations to formalize this relationship 
are in process.  
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10. Review existing mobility plans in the area, including, but not limited to: City of San 
Diego, Civic San Diego and San Diego Association of Governments to identify 
potential mobility strategies that could help alleviate any potential parking demand 
resulting from the proposed use. The mobility plan will be developed after the May 
Board meeting on a parallel track to the parking study as part of the project 
description and shall be consistent with the future Port Master Plan Update(PMPU).  
1HWY1 has reviewed the City of San Diego’s, SANDAG’s, and Civic San Diego’s proposed mobility 
plans. On January 25, 2017, 1HWY1 met with Gary Gallegos of SANDAG, Paul Jablonski of MTS, 
and Supervisor Ron Roberts to discuss the proposed 6th Avenue suspended cable-way system. 
SANDAG agreed to further study the Harbor Drive/PCH/Airport option discussed in our original 
proposal. We will begin to frame a mobility plan once the Due Diligence phase is complete in 
October. We will also continue to engage the PMPU team to review the mobility options.  

11. Provide a written update on 1HWY1's progress on its plans for addressing the 
commercial fishing tenants of the G Street Mole during construction and after 
completion. 
We are committed to maintaining Tuna Harbor as a working waterfront. 1HWY1, Gafcon, 
Moffatt & Nichol, Allegis Development, ABBA PM, and AVRP have engaged the commercial 
fishermen that berth their vessels in the harbor, and use the G Street Mole for parking, loading 
and offloading. As stated in Section 5, we have helped to form a steering committee to shape 
this vision early. Please Refer Exhibit D.  

If the Port is willing, 1HWY1 would like to assume control of Tuna Harbor to implement the 
necessary upgrades to make this a first-class commercial fishing marina.  

Once the PMPU goes through its environmental review, we would like to engage the Port 
District in discussions to make this a reality.  

12. Analyze current space allocations and potential locations for Dock and Dine 
facilities. 
We understand that proposed dock and dine facilities as a public amenity will be considered a 
term of the future real estate agreement between the District and the Port.   

13. Refine the proposed water mobility plan to meet site specific objectives and ensure 
alignment with the PMPU. 
The 1HWY1 team met with Hornblower on February 21 and Flagship on January 30 in order to 
explore increasing ferry landings and provide a streamlined water mobility plan to visitors of 
Seaport. We will continue these conversations. The conceptual plan incorporating a third ferry 
landing location will be completed during the Due Diligence Phase of work.  

14. Provide clarity on the proposed programming of public spaces and a list of spaces 
and proposed activities. 
On March 14th, 1HWY1 convened a workshop under the leadership of a specialized consultant, 
(CARS, Community Arts Resources, Inc.), to continue to define what Seaport San Diego’s public 
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spaces will look like, and how they will work. Based in Los Angeles, CARS’ work is centered on 
urban planning, event planning and production, public engagement and marketing. They partner 
with neighborhoods, nonprofits, foundations, cities, cultural institutions, developers and 
designers to create public programs and events that highlight the unique character and 
untapped potential of a particular place. With more than a quarter of a century of experience in 
activating the urban realm, CARS creates unique experiences where arts, culture, community 
and civic life collide. 

CARS founders Katie Bergin and Aaron Paley  created, produced and promoted some of Los 
Angeles’ most innovative cultural programs and events in public spaces, including CicLAvia, 
Chinatown Summer Nights, the Santa Monica Festival, Pop-Up Broadway, GLOW and the Getty 
Museum Family Festivals. CARS has also been instrumental in planning, designing and 
programming some of Los Angeles’ most popular cultural and community spaces, including 
Grand Park, California Plaza, Greystone Mansion and La Plaza de Cultura y Artes. CARS calls 
upon their years of experience as event producers to develop plans that are flexible and 
attractive to a varied audience. Please refer to Exhibit B (CARS PowerPoint) 

15. Provide map identifying the percentage of land proposed to be committed to parks 
and open space. 
Changes to the layout may occur as a result of Due Diligence findings, but 1HWY1 remains 
committed to keeping this close (over 70%) to what was shown in the proposal.  

Currently 30.07 acres is dedicated to public space, or 75.8% of land acreage. Changes may occur 
as a result of Due Diligence findings, but 1HWY1 remains committed to keeping this promise 
with the public. 

16. Attend January Board meeting regarding the PMPU and attend briefing with the 
PMPU team as needed. 
We reviewed the audio and PowerPoint presentation of the January Board meeting. We 
continue to have bi-weekly meetings with the Port to ensure we are aligned with the Master 
Plan Update. In addition, he Seaport team attended the PMPU March 9 workshop, and the 
Port’s PMPU open house attend all future workshops including the April 27 workshop. The 
1HWY1 partners recognize the importance of this process especially as it relates to our own 
project.  

17. Provide a written update on clarification of RCI’s role and level of commitment. 
RCI is not the only member of 1HWY1 with ground up development experience. On September 
13, 2016, we provided the Port with responses to supplemental questions where we 
documented 16 “ground up” developments within the past 10 years, performed by 7 different 
partners. (Question 76) 

RCI is a valued member of our team, and they plan to bring their experience and expertise to 
bear on all aspects of the development process. They are a founding member of the 1HWY1 
entity, a contributor to the equity requirements, and are committed to be a part of the long-
term management of the project. RCI is one of the largest marina operators on the East Coast, 
and they will bring their experience and network to Seaport San Diego. This will be the premier 
waterfront destination on the West Coast. 
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18. Form the 1HWY1, LLC and identify each of the member’s roles and level of financial 
commitment. 
The formation of the 1HWY1  Operating Agreement  is in process (Detailed Term Sheet has been  
prepared  and is   under final negotiation)  and should be in place in near future. 

19. Form Protea Waterfront Development (PWD), LLC. 
Protea Waterfront Development (“PWD”) has formed a Limited Liability Company which has 
been provided to the Port 

20. Provide a copy of the operating agreement for the 1HWY1, LLC, including terms and 
conditions upon which a member could exit the LLC. 
See #18 above  

21. Provide a written update on 1HWY1’s progress in obtaining additional commitment 
letters from potential debt and equity providers. 
1HWY1 continues to vet and confer with potential equity sources for the project. 1HWY1 will 
work with the District to produce confidential Letters of Interest from potential equity partners 
in Seaport San Diego when requested during the pre-development phase. The Letters of Interest 
will correspond to the progress of the project at time in which the Letters of Interest are 
requested. Letters of Interest are non-binding and subject to change. 

22. Completion of market and feasibility study to validate demand and revenue and 
expense assumptions. 
1HWY1 has reached out to numerous local and international consulting firms for market, 
feasibility, and demand proposals. The consultants have been evaluated based upon their scope 
of work, competence, and reputation. At this time, PWD has shortlisted the core group of 
consultants and anticipates to make a final selection within the coming weeks. The market and 
feasibility studies will start immediately after and will last 10-12 weeks. 

Please Refer to the Master Schedule in Exhibit E. 

23. Provide a written update on the refined financial model to include, at a minimum: 
•   An allocation or public improvement costs at the programmatic level, 
•   A sources and uses projection at the programmatic component level, and 
•   Inclusion of additional costs and revenue sources. 
1HWY1 has finished the initial RFP model and is now working on further debt and equity 
scenarios to analyze variations of the capital stack, including but not limited to, private capital, 
institutional capital, EB-5, and L-1. This will be an ongoing process throughout the entirety of the 
life cycle of the project. PWD’s next steps will be to transition the financial analysis into a 
monthly model in the Argus software platform. The assumptions will be updated with the 
results of the feasibility studies. 
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24. Provide a written update on 1HWY1’s proposed percentage rents (excluding hotels) 
and provide an update on whether 1HWY1 will be requesting rent concessions. 

At this time, under the scope of the original proposed public infrastructure 
improvements and barring no unforeseen critical changes to the infrastructure plan, 
1HWY1 intends to conform to the percentage rents of the District, with the exception of 
ticket sales for the proposed Aquarium and Spire attractions as there are no clear 
District standards for these types of attractions. As such, 1HWY1 has modeled and 
presented a ticket sale percentage rent based upon the rent that SeaWorld San Diego 
pays to the City of San Diego, as that is the most relevant local comparable rent. The 
percentage rents will be further modeled after the completion of the market and 
feasibility studies and refinement of the financial model (see number 2 and 23). 

25. Provide a written update on 1HWY1’s evaluation of potential returns associated 
with the proposed charter school. 

1HWY1 has met with  met with Jennifer Luchessi on February 17, 2017, and presented the 
intended uses to discuss uses on State Tidelands. Per the discussions, a marine institute fits 
with the Tidelands Trust Act. As this is an ongoing conversation and process, so too will the 
evaluation of rent for the school or marine institute uses at Seaport San Diego.  

The 1HWY1 partners remain steadfast and devoted to bringing  a word-class waterfront project  for all 
San Diegans!  

Attachments:  
Exhibit A: Organizational Chart 
Exhibit B: CARS PowerPoint 
Exhibit C: Ruocco letter 
Exhibit D: Comprehensive Commercial Fishing Plan and Process for Tuna Harbor 
Exhibit E: Master Schedule 
Exhibit F: Letter of Support from CBRE 
Exhibit G: Bi-Weekly Port Agendas and Meeting Minutes 
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Sport Fishing Info Collection 

Attendees: Mike Conroy, William Morrison, Alex Buggy, Drew Card 

 

1. Needs 
a. Minimum: Shore Power and Fresh water 
b. Basic: Small ticket office/ tackle shop 
c. To make it relevant: Storage and Freezer Units 
d. No special dock requirements for offload.  Need to account for distribution of catch 

upon return to Port.  Over at the big 3 (Fishermen’s Landing, Point Loma Sportfishing 
and H&M Landing) there is a sidewalk which provides space and opportunity for boat 
crews to hand out their client’s fish.  If you get a chance – it would be beneficial to see 
how it is done at either of those places.  We can help arrange that 

e. Parking and drop off issues very similar to Comm Fishermen 
 

2. Expectations 
a. We can probably bring in 10 regular boats, ranging in size from small 6 Pax boats (40 

feet) to state of the art long range sportfishing vessels- 130 feet)  
b. The largest boat only draws 9 FT, so these boats can be docked at flexible locations 
c. Additionally, 5 -10 transient boats might come down to run trips during the summer 

season.  This would typically coincide with departure of albacore fleet (early to mid 
June) 

d. Different trip lengths 
i. Longest: 15-18 day trips (Parking for clients and Fishermen needs to be a 

consideration) 
ii. Mid: 3- 5 day trips 

iii. Short: Full day, ½ day, and ¾ day trips 
iv. Ecotourism trips possible (bird watching/whale watching/etc) 

e. 200 days of fishing is a good year 
 

3. Ideas 
a. Make the end of an outer finger a Fuel dock 

i. This could be very profitable (might be able to attract Hornblower in addition to 
Comm and Sport Fishermen).  Very foreseeable that private vessels will 
patronize this as well. 

ii. Suggestion: between 2-4 pumps 
iii. Environmental Impact? Port Master Plan?  
iv. Depending on desired market – capacity could be an issue.  Underwater storage 

v above ground storage of holding tanks. 
v. Ancillary services could include sewage pumps, used oil disposal, etc. 

b. Manned Gate vs. metered parking. 
c. Self-Governance of the sportfishing operation out of Tuna Harbor  

i. This would be a huge draw, and the best reason for the Sport Fishermen to 
leave their current locations 
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ii. As of now, no apparent issues between Sport Fishing and Commercial Fishing 
would block a formation of an entity to govern these docks.  While this is true – 
and both user groups should have a presence on the Board governing Tuna 
Harbor – I would recommend/suggest there be two distinct subcommittees 
(Commercial and Sport) which are charged with decision-making or providing 
recommendations to the larger Board.  While no issues now; we cant assume 
that to always be the case – for example, if management measures were 
adopted by fishery managers which call for allocations amongst commercial and 
recreation fishermen.   

d. Different fingers for Comm Fishermen and Sport.  The docks at the big 3 have gates on 
them – which were required after 9/11.  You will notice the docks at Tuna Harbor are 
already equipped with similar set-ups. 

e. Ancillary services – rentals for watercraft.  For example, stand-up paddleboards, sea 
doos, something akin to the Freedom Boat Club that operates nationally. 
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San Diego Open Ocean Farm Shore Base Facilities Requirements 
 
Office 

General office 
Fish health laboratory 
Sensitive Repair area for Electronic, sensors, robotics camera, computer and 
fine tools 

 
Maintenance Shop 

Large door for forklift access 
Reinforced concrete floor for forklift access 
Adequate power for machinery 
Minor inventory storage (Indoor) 

o Climate controlled (AC) 
o Large access door for forklift 
o Reinforced floor for forklift and shelving 

 
Dive center 

Indoor 
o Climate controlled 
o Dive maintenance and repair area 
o Adequate power for dive compressors (x2) 

Outdoor (adjacent to indoor space) 
o Secure area, well ventilated, under roof for wet dive gear and tank 

storage 
 
Major Inventory/Waste Material storage 

Materials Storage 
o Secure, fenced area 
o Reinforced concrete or gravel floor for forklift 
o Ideally under covered roof 
o Lighting 
o Ropes, anchors, chains, bins, etc. 
o Hydrogen peroxide, and other chemical considerations 

Waste storage 
o Solid waste/trash 
o Mortality freezer or ensiling system 
o Blood water from harvest 
o Motor oil 
o Used ropes and nets 

 
Feed storage building 

Large warehouse, minimum 7500 sf 
Dry and well ventilated 
Reinforced floor to install racks 
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Large door access and ramp for forklifts 
Basic power for lighting and ventilation fans 

 
Open dock space 

Reinforced concrete for truck, forklift and crane movements 
Minimum space TBD 
Fresh water, power and lighting  
Fuel storage (>5,000 gallons of diesel) 

 
Ice Plant and Ice Storage 

o Indoor or outdoor 
o Significant power requirements 
o Water filtration systems 
o Ice storage in silos or in bins? 
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Sustainable Seafood and SIO’s info collection for Tuna Harbor 

Attendees: Cindy Quinonez, Alex Buggy 

 

1. Most of the requirements and needs have been pushed alongside the Fisherman’s input 
2. The biggest need is a storage structure the size of the current Chesapeake building 

a. G street mole is an acceptable location 
b. 2 level structure with the second deck for the UCSD internship program 

3. Ancillary need: Signage for the past, present, and future of Tuna Harbor, Commercial Fishing, 
and Sustainable Seafood (labeling) 

Below is an email from Cindy: 

Part of the work the food system folks are doing to help the fishermen falls under "capacity building."  it 
includes a focus beyond physical elements needed, specifically: 

 

Business structure for joint holdings and operations 

Sources of investment / other funding 

New / ancillary revenue streams 

Regulatory changes 

Marketing / public awareness  

 

The attached is one example of ideas we are exploring with them, a bit out of the box.  I thought it might 
be helpful for you to see before our meeting.   

 

We expect requested grant funding will soon be forthcoming for the fishermen to hire expert staff / 
secure professional services enabling them to move ahead with the above.   

Below is a document that details a larger vision: 

San Diego fishermen have tasked themselves to identify key features and infrastructure needed in and 
along G-Street Pier/Tuna Harbor and Driscoll’s Wharf, to support their industry for the foreseeable future 
(~60 years).  In this effort consideration has been given to the likely need for a joint business structure of 
some kind, perhaps one of the following: 
 

Joint venture (multiple fishing business entities interconnected by legal agreement) 
Non-profit 501c3, or other legal entity with a 501c3 designated to act as its fiscal agent 
New or existing fishermen’s association or cooperative  
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As consideration continues, there may be an additional business structure worth some thought:  a Real 
Estate Investment Trust (REIT).   I have only general knowledge and it's dated, from when I was working 
with parking operators who were exploring REITs for their business purposes (~2002 at the tail-end of my 
banking career, before heading into the kitchen).    As far as I know, a REIT can be either a public or private 
company, is owned by shareholders who collectively want to buy, sell and/or operate one or more 
properties. I think of it like a mutual fund, but one that provides for shared ownership of real estate 
investments. My understanding is that 75% of gross income must come from real estate-related assets, 
75% of assets must be real estate-related and there must typically be over 100 shareholders, and no fewer 
than 5 shareholders may own more than 50% of the company. 
 
The idea of a fishermen’s REIT came to mind in thinking about the current lack of a seafood storage facility 
(a parking garage of sorts) for loads of fish, during the limited time between offloading and sale to 
whoever, when the seafood heads to the buyer’s facility (processing plant, restaurant, market, etc.).   
 
I'm thinking such a seafood storage facility could be a profit center, with revenue that includes:  
 

Fishermen paying fees for as much or as little storage space as needed until their catch is sold, 
and offloading/other service fees (if the crane, ice machine, etc., are extensions of the facility) 
Processors leasing or renting square-footage within or adjoining the facility  
Retailers (e.g., fish market, restaurant) leasing square-footage within or adjoining the facility 
Tourists paying fees to tour the facility 
UCSD paying fees to offer apprenticeship instruction within or over the facility (on a 2nd floor) 

 
Just like sports facilities such as Petco Park, Qualcomm Stadium, etc., perhaps the seafood storage facility 
could also generate revenue from the sale of naming rights.  The selling of naming rights could provide 
the early influx of capital needed to build the facility, beyond amounts invested by the fishermen.   
 
A profitable seafood storage facility held by a fishermen’s REIT, would allow the fishermen to raise money 
from investors using a combination of debt and equity to acquire or expand the facility, plus operate and 
improve it over time, and maybe even sell it at some point.   
 
With fishermen as the primary REIT holders, they’d collectively own the facility (together with other 
investors) and retain the revenue it generates.  An individual fisherman’s earnings would be in proportion 
to his shares in the REIT.  
 
By distributing 90% of taxable income as dividends, the REIT would pay no corporate income taxes.  It 
would also never save up a huge amount of cash on its balance sheet; thus it would fund any needed or 
desired expansion of operations by raising more debt and equity and/or selling its property. 
 
For us to pursue this idea, someone will need to figure out a development cost for the facility and any 
related infrastructure, to include:    
 

Hard Costs -- building of walls, floors, ceilings, doors, and so on. 
Soft Costs – legal advice, help from architects, other professional services. 
Land Acquisition – in this case, securing rights from the Port? 
Furniture, Fixtures & Equipment (FF&E) 
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Tenant Improvements (i.e., things required by processors, retailers, educators, others wanting to 
operate within or adjacent to the facility) 
 

Any of this cost beyond the fishermen’s means (plus any naming rights income?) would need to come 
from 3rd parties as either debit or equity (other investors contributing to get a percentage of the facility).  
The total investment would need to cover not only the above development costs but capitalized interest 
pus any expected operating deficit (i.e. how much the facility might lose before starting to turn a profit).   
 
To calculating the operating deficit, someone will need to estimate the time required for different phases: 
 

Pre-Construction Phase -- when you'd need money enough to acquire rights and pay soft costs 
such as legal fees, permits, etc., due before construction (e.g., for REIT set-up). 
Construction Phase --  when you'd need money enough to pay the hard costs of facility 
development (including some FF&E and TIs toward the end), plus soft costs for REIT management  
Post-Construction Phase -- when additional ongoing FF&E and TI expenses would come in, as well 
as soft costs for on-going REIT management and operation of the facility 
 

Beyond a rough sketch of these costs over time (detailed by month), someone will need to estimate 
monthly income and expense:  

Revenue such as average rate for storage space X average occupancy, plus add-on service fees 
(loading, chilling, etc.) 
Facility operating expenses such as maintenance, insurance, utilities, etc., REIT management 
expenses/overhead, plus any property tax and/or depreciation expense 
 

These numbers are needed to estimate Net Operating Income (NOI - similar to EBITDA for normal 
companies), and then the Capitalization Rate, also known as Cap Rate: Cap Rate = NOI / Property Value.  I 
believe cap rates between 5% and 10% are pretty typical. The lower the cap rate, the better.  Example: 
for a facility generating $6 million in annual net operating income, with a value is expected to reach $100 
million, the cap rate will be 6%.  The higher the cap rate, the lower the property value.  A 10% cap rate 
corresponds to a 10x multiple, but a 5% cap rate corresponds to a 20x multiple. 
 
Big banks typically can help with REITs through their corporate and investment banking groups, for 
example Bank of America Merrill Lynch (BAML).  There are also companies like Sovereign Capital 
Management Group here in San Diego.  If this idea seems at all worth pursuing, we’ll need to get help 
from an expert source – again, my knowledge is far too limited, and likely outdated. 
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Meeting Notes for November 28 Commercial Fishing Steering Group meeting 
 
Attendees: 

CFSG Members: 
David Haworth – Seine, longline, trap Fisherman, Tuna Harbor  
Phil Harris – Groundfish Fisherman, Driscolls 
Peter Halmay – Tuna Harbor and the dockside market 
Norm Abell – Mariculture 
Greg Murphy – The Maritime Alliance 
Jason Dunn – Seine/Bait Fisherman, Tuna Harbor 
Marcus Dunn – Seine/Bait Fisherman, Tuna Harbor 
Shevis Shima – Santa Monica Seafoods/Chesapeake 
Dave Rudie – Catalina Offshore 
Dave Stephens – Swordfish, lobster Fisherman, Driscolls  
Mike Conroy – West Coast Fisheries Consultants – Chair 
Theresa Talley – California Sea Grant 

Public: 
Paula Sylvia – Port of San Diego 
Cynthia Quinonez – San Diego Food Systems Alliance 
Fritz Ahern – F/V Saratoga 
Fritz Ahern Jr – F/V Saratoga 
Joey Principato – Santa Monica Seafoods/Chesapeake 
John Gibbs – Longline Fisherman, Driscolls 
Elly Brown – San Diego Food Systems Alliance 
Reynaldo Ochoa – Processor/Buyer 
Jesse Gipe – San Diego EDC 
Jack Webster – AAFA/Tuna Harbor Fisherman 
Alex Buggy – Gafcon/ABBA 
William Morrison – Gafcon 
Kip Howard – Allegis Development 
Matt Sanford – San Diego EDC 
Randy Robbins – AVRP Skyport Studios 

 
I. Welcome, brief introductions 

 
II. Follow-up from last meeting – Port’s Commercial Fisheries Revitalization Plan 

Henry Pontarelli from Lisa Wise Consulting (LWC) participated via conference line.   
Much discussion was had centered upon the initial Seaport San Diego, Commercial Fishing and 
the Working Waterfront Strategic Plan Draft Understanding, Approach and Table of Content 
prepared by Henry on behalf of LWC.  Hard copies of this were available at the meeting. 
Is there any thought that the findings/results of this Plan update will be utilized by the Port in 
reviewing the Port Master Plan?  Is there a plan in place to amend the Port Master Plan with this 
redevelopment project. 
Driscolls has to be made a part of the conversation and its inclusion in this Plan update is 
necessary. 
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There is a tight timeline attached to this project therefore LWC recommended breaking this 
down into a number of phases.  Initial deliverables expected to be completed within 4 months. 
Phase 1 of this project will involve the following elements: 
1. A narrative which tells the story 

Some questioned the need for a narrative; but the overall feeling was that so long as the 
narrative supported the goals of the update (internally to the Group and externally) it 
would prove beneficial.  It will be incumbent upon Group members and the SD fishing 
community to be active participants in this.   

2. Outreach  
To this Group; to individual fishermen; to buyers; to seafood consumers; to restaurateurs; if 

time permits – fuel docks; mechanics; and other supporting businesses.  Leveraging 
members of the CFSG could speed this process and reduce redundancies. 

3. Demand 
Expand upon the statement that demand is not the issue; but rather a lack of supply 

4. Supply 
The one item on this list which we (the CFSG) have no direct control over.  Regulatory 

measures, seasonal closures, etc all have an impact on supply.  Lack of adequate 
infrastructure also hampers supply (long line vessels unable to unload in SD due to 
inadequate water depth, etc). 

5. Economics 
What economic benefit is derived from commercial fishing in the SD area? 
It will be relatively easy to come up with a dollar value for the items requested/deemed 

necessary by the CFSG (the cost side); but we need to project/estimate a revenue 
number (the benefit side). 

It was suggested we create a “clean” version of this document to circulate amongst the CFSG 
and meeting attendees.  This suggestion was delayed pending delivery of an updated Draft 
document from LWC.   
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Needs identified by scientists and food system representatives for the Central Embarcadero 
Region of San Diego Bay. December 2016-January 2017.

Compiled by: 

Reponses:

SCIENTISTS 
On the docks/in the harbor

Adjacent land

o

o

o

o

o

o

o

o
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FOOD SYSTEM
On the docks/in the harbor

o
o
o

o
o
o
o

o
o
o

o
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Fig. 1  Diagram of Tuna Harbor showing infrastructure needed for a working, fishing 
harbor as identified by fisherman in Sept. 2016.

Table 1. List of features needed for a working, fishing harbor identified by local fishermen 
in early 2016.
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Agenda for Commercial Fishing Steering Group meeting 
 
Meeting Date:  December 12, 2016 
Meeting time: 4PM 
Location – Harbour House Café in Seaport Village  
 

I. Welcome, brief introductions 
II. Developer’s update – if any.   

a. I added this simply as a placeholder for future Agendas.  I envision this will provide Gaf, 
etc an opportunity to update us on any activities which could impact the Group.  For 
example – any updates on Driscolls, etc.   

III. Brief discussion on the role of this Group 
IV. Follow-up from last meeting – Port’s Commercial Fisheries Revitalization Plan 

a. Re the proposal to update the Plan – (1) What are the goals? (2) Who will be the client?  
b. See attached Draft Scope of Work prepared by Lisa Wise Consulting 

V. Open Forum 
a. Future Agenda Items 
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Carrie Bobb
Lic #01382015 Lic #00409987
Vice President 4365 Executive Drive, Suite 900
Brokerage Services San Diego, CA  92121-2127
Retail Properties

T  858 404.7210
F  858 546 4630

carrie.bobb@cbre.com
www.cbre.com

August 5, 2016

Mr. Yehudi Gaffen
PROTEA WATERFRONT DEVELOPMENT
5960 Cornerstone Court West, Suite 100
San Diego, CA  92121

RE: SEAPORT RETAIL

Dear Gaf:

Per your request, we have studied the Protea Waterfront Development plan, 
compared it to other like-kind waterfront developments across the country, and are
using local market data to support our retail economic positions. 

Below is a breakdown of retail categories based on percentage of GLA. The rate 
ranges shown beside each category vary based on specific retailers, size of tenant 
and location within the project. These rates are based on an assumption of $12 
NNN charges. This also does not take into account percentage rent – typically 6% 
over a natural sales breakpoint.

Full Service Restaurants: 18% ($42-$65)
Fast Casual Restaurants: 22% ($48-$66)
Specialty Retail: 18% ($48-$60)
General Retail: 20% ($48-$60)
Service: 12% ($48-$50)
Market/Food Hall: 5% ($24-$30)
Entertainment: 5% ($36)

Based upon our analysis of other high quality waterfront developments, both 
national and international, as well as the demand for a concentration of quality 
retail in downtown San Diego, we believe the redevelopment of Seaport Village 
could support 250,000 sf of retail or more if the uses were broader allowing for a true 
urban mixed use experience. 

Retail comps in the heart of the Gaslamp are ranging in 2,000-12,000 sf are $42-$60
NNN. In a similar mixed-use waterfront development in Boston, restaurants were 

Page 139 of 140 F
Page 253 of 255B



Mr. Yehudi Gaffen
August 5, 2016
Page 2

©2016 CBRE, Inc. The information above has been obtained from sources believed reliable. While we do not doubt its accuracy, we have not verified it and make no 
guarantee, warranty or representation about it. It is your responsibility to independently confirm its accuracy and completeness. Any projections, opinions, assumptions 
or estimates used are for example only and do not represent the current or future performance of the property. The value of this transaction to you depends on tax 
and other factors which should be evaluated by your tax, financial and legal advisors. You and your advisors should conduct a careful, independent investigation of 
the property to determine to your satisfaction the suitability of the property for your needs.   
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paying $65-$75 psf NNN. The landlord contribution towards tenant improvements
were $100-$150 psf.

Additionally, there are a collection of contemporary retail brands that you will want 
to consider to be part of the project. Some tenants in this category have landed in 
the UTC market and may consider a second location. Others are still looking for 
their first to market location. They are looking for a curated tenant mix, waterfront
spaces, urban environments and a unique sense of place. These types of tenants 
are only in specialty retail or urban-influenced projects in the county and we have 
supporting comps in the $60-$75 psf NNN range.

These proposed rates should be attainable for the majority of the existing retailers at 
Seaport Village. A healthy occupancy cost, or base rent as a percentage of sales, 
is 9-12%. It would be helpful to understand the sales volumes of the existing tenants 
and better understand those retailers who are healthy. 

You and your team have put together a compelling plan. Should you have any 
questions, I am happy to meet in person and discuss in more detail.

Sincerely,

CBRE, Inc.

Carrie Bobb
Vice President
858.404.7210
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