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REPORT from

OFFICE OF THE CITY ADMINISTRATIVE OFFICER

Date: February 25, 2021 0150-11801-0000CAO File No.
Council File No. 13-0274, 05-0896 
Council District: 15

The MayorTo:

Richard H. Llewellyn, Jr., City Administrative Officer

Correspondence from the Harbor Department dated November 5, 2020; referred by 
the Mayor for report November 17, 2020

From:

Reference:

PROPOSED NINTH AMENDMENT TO PERMIT NO. 520 WITH LA SKY 
HARBOR, LLC

Subject:

RECOMMENDATIONS

Approve Harbor Department (Port) Resolution No. 20-9270 authorizing a proposed Ninth 
Amendment to Permit No. 520 with LA Sky Harbor, LLC to allow for up to a 12-month minimum 
rent deferral and repayment terms; and, return the document to the Port for further processing, 
including Council consideration.

SUMMARY

The Harbor Department (Port) Board of Harbor Commissioners (Board) requests approval of 
Resolution No. 20-9270 authorizing a proposed Ninth Amendment (Amendment) to Permit No. 520 
(Permit) with LA Sky Harbor, LLC (LASH), to allow for up to a 12-month deferral of minimum rent 
obligations, from July 1, 2020 through June 30, 2021, and to add terms for repayment over a 
subsequent 12-month period. Under the proposed Amendment, LASH will still be required to submit 
a monthly percentage rent. The Port estimates that approval of the proposed Amendment will result 
in a total rent deferral amount of $60,000 to $180,000 from July 1,2020 through June 30, 2022. All 
other terms and conditions of the Permit shall remain the same. The Permit is currently valid for a 
50-year period, through November 26, 2046.

BACKGROUND

LASH, doing business as (dba) Doubletree by Hilton Hotel San Pedro (Doubletree SP), operates a 
226-room hotel and restaurant, with related amenities and commercial banquet facilities, at 
2800 Via Cabrillo Marina, San Pedro, on POLA property. LASH owns and maintains all 
improvements at its sole expense. A significant portion of LASH’s revenue comes from block room 
contracts for Air China staff, cruise ship travelers, and local and Catalina Island tourism. The 
Coronavirus Disease 2019 (Covid-19) pandemic and related restrictions on travel have severely
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impacted Doubletree SP occupancy and operations, and resulting cash flow, since February 2020. 
Gross sales for the eight-month period from January to August 2020 were down 32.7 percent 
compared to the same period in 2019, and occupancy dropped as low as 13 percent in May, 
whereas in 2019 occupancy generally ranged from 75 to 95 percent. LASH submitted a request for 
rent deferral on June 1, 2020, and expects occupancy and cash flow to remain impacted through 
a significant portion of 2021.

The Port has developed criteria for evaluating potential rent relief requests from waterfront/ 
commercial tenants who have been financially impacted by the Covid-19 pandemic, including 
considering a tenant’s history and time left on the permit term, the pandemic impact on business 
and jobs, proof of business lost, and expected return to normal business operations. LASH meets 
these requirements. LASH was a Tenant in Good Standing prior to the pandemic, passing a POLA 
Financial Management Division audit in 2019, and currently has 26 years left on its permit. 
Additionally, LASH signed a term sheet with the Port in 2019 in consideration of a new 50-year 
permit. LASH’s business has been impacted by the pandemic and related government directives 
that are ongoing, including no-sail cruise orders and international travel restrictions. LASH applied 
for and received a Paycheck Protection Program loan from the federal Small Business 
Administration for approximately $1 million, but 2020 gross sales through August 2020 were down 
more than $2.5 million, and LASH reduced staffing levels to approximately 40 active employees 
from a regular level of 90-100 employees.

Under the current Permit, LASH pays a fixed minimum monthly rent, which was $19,080 in 2020 
and increased to $19,696 per month in 2021. LASH additionally pays a percentage of rent on 
various gross receipts that exceed the monthly minimum, including two percent from room rentals 
and food and beverage sales, which increases depending on annual sale thresholds, up to a 
maximum of 3.5 percent on annual sales of $9 million and above. The Port reports that the hotel 
generated approximately $12.6 million in gross revenues in 2019 and paid approximately $338,290 
in total rent, or approximately 2.68 percent of gross revenue. The proposed Amendment would 
allow LASH to defer the fixed minimum monthly payment for up to 12 months, beginning 
July 1, 2020, while still paying the monthly percentage of gross receipts rent at the existing rates. 
Any amount up to the minimum rent due that is not paid at the time may be deferred. The Port will 
calculate the total amount deferred after June 30, 2021, and LASH must repay the deferred amount 
in 12 equal monthly installments beginning July 2021, with full repayment concluding Jun 30, 2022. 
Rent deferred shall not incur late fees or other finance charges. Once the repayment period begins, 
Delinquent Rent Payments (Section 4(g)) and Default and Right to Terminate (Section 6(a)) 
provisions of the Permit will apply. These provisions state that rental payments due that are not 
paid within 30 days shall be subject to a two percent service charge per month; and, if the tenant 
defaults on payment, the Port may give the tenant a 10-day notice to pay, after which time the 
Permit agreement and the tenant’s rights under the agreement would be forfeited. The Port reports 
that, due to a high degree of uncertainty in LASH’s business prospects through June 30, 2021, 
monthly deferral amounts may range from $5,000 to $15,000 over the one-year period, ultimately 
resulting in a deferral range of $60,000 to $180,000.

The Port reports that the Permit and the property opened as a DoubleTree in September 1989 
under California Coast Development Group, Inc. and experienced economic difficulties from the
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outset. The hotel was ultimately foreclosed on by the construction lender and lost its DoubleTree 
flag on two occasions, under different permit holders, due to market conditions and prior permit 
holders’ inability to make the required capital upgrades. The Port assigned the Permit to LASH in 
April 2013 under the Permit’s Eighth Amendment (C.F. 13-0274). The Port reports that LASH has 
been the most successful operator of the hotel property since the Permit’s inception in 1989, 
primarily due to its capital investments into the property and negotiation of block room contracts 
with Air China for flight crew stays. In total, the property has transferred ownership five times, 
culminating in LASH’s purchase in 2013. Report Attachment “Permit No. 520 Approved 
Amendments” summarizes changes made to the Permit by the previously approved amendments.

The City Attorney has approved the proposed Amendment as to form and legality. The proposed 
Amendment and Permit comply with all applicable provisions of City Ordinances and permit 
requirements. In accordance with Charter Section 606, the Amendment requires Council approval 
because the term exceeds five years. The Port states that the proposed action is the amendment 
of a permit to allow for minimum rent deferral, which is an administrative activity and is therefore 
administratively exempt from the requirements of the California Environmental Quality Act (CEQA) 
in accordance with Article II Section 2(f) of the Los Angeles CEQA Guidelines.

FISCAL IMPACT STATEMENT

The proposed Ninth Amendment to Harbor Department (Port) Permit No. 520 with LA Sky Harbor, 
LLC will allow for up to a 12-month deferral of minimum rent obligations estimated at up to 
$180,000, from July 1, 2020 through June 30, 2021, and will add terms for repayment over a 
subsequent 12-month period. All receipts will be deposited in the Harbor Revenue Fund. There is 
no impact on the City General Fund.
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