
STAFF REPORT 
City of Lancaster 

 
 
 
 

Date: May 8, 2018 
 

To: Mayor Parris and City Council Members 
 
From: Chenin Dow, Economic Development Manager 
 
Subject: Operating Covenant Agreement with BLVD Renual, LP 
 
 
Recommendation: 
Adopt Resolution No. 18-15, approving an Operating Covenant Agreement with BLVD Renual, 
LP; and authorize the City Manager or his designee to execute all related documents. 
 
Fiscal Impact: 
The proposed hotel will generate an estimated $5.4 million in total property taxes, of which the 
City’s share is 6%, and $13.1 million in transient occupancy taxes (TOT) during its first 25 years 
of operation.  In exchange for the Operating Covenant Agreement, 50% of the TOT generated 
during the hotel’s first 10 years of operation will be rebated to BLVD Renual, LP. 
 
Background: 
In 2010, the City of Lancaster completed construction on “The BLVD Transformation Project,” 
a comprehensive initiative to revitalize the City’s downtown core.  Since then, more than 60 new 
businesses have chosen to call the downtown district home.  The BLVD has drawn well over 
$150 million in private investment, and more than 200,000 square feet of commercial space has 
been constructed or rehabilitated. 
 
Today, the BLVD continues to evolve and adapt to residents’ wishes and needs.  Recent 
additions include a Regency Theatres, which has purchased and renovated BLVD Cinemas; Don 
Sal, an upscale Mexican cantina; Buckle & Boots, a country western bar; and more. 
 
Each of these uses is in keeping with the City’s target tenant mix, which envisions the downtown 
area as an increasingly vibrant, thriving urban core rich in entertainment and dining options.  A 
key component of this long-term vision is the addition of an upscale hotel. 
 
Now, the City has the opportunity to attract such a hotel.  BLVD Renual, long-standing partners 
in the effort to revitalize and continuously refresh the BLVD, are working to bring a 105-room 
Marriott Residence Inn to the heart of the downtown area. 
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The Marriott will join the existing Homewood Suites and Springhill Suites as one of three hotels 
in Lancaster classified as “upscale” by Smith Travel Reports (STR), long recognized as a beacon 
in the industry.  The proposed hotel will also provide the highest level of density of any hotel in 
the Antelope Valley.  Recent analyses by independent fiscal resiliency firm Urban 3 have 
illustrated that high-density development, particularly in the urban core, yields significantly 
greater value to the community over the long term.  In addition, travelers attracted by the hotel 
will further contribute to Lancaster’s economy via spending at restaurants and other local 
businesses. 
 
Under the proposed agreement, BLVD Renual will agree to construct the proposed hotel and 
operate it for a minimum of 10 years.  The City will also receive up to 15 free room nights per 
month at the Marriott for official City business, including five nights that can be booked up to 30 
days in advance on Friday through Sunday nights; five that can be booked up to 24 hours in 
advance any day of the week; and five that can be booked the same day, any day of the week.  In 
exchange, BLVD Renual will receive a rebate of 50% of the total TOT collected during the term 
of the operating covenant, and development impact fees will be waived. 
 
This agreement will enable the construction of a high-quality, high-density hotel which will 
bring millions of dollars in property and transient occupancy tax revenue to the City of Lancaster 
during its operation, in addition to new jobs for local residents.  As the rebate will come from 
new tax revenues that the City would not receive but for construction of the hotel, these benefits 
come at no hard cost to the taxpayer. 
 
CD 
 
Attachments:   
Resolution No. 18-15 
Operating Covenant Agreement with BLVD Renual, LP 
Economic Impact Report 
 



RESOLUTION NO. 18-15 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF 
LANCASTER APPROVING AN OPERATING COVENANT 
AGREEMENT WITH BLVD RENUAL, LP 

WHEREAS, the City of Lancaster (“City”) is a municipal corporation and charter city 
organized and operating under its city charter and the laws of the State of California; and 

WHEREAS, BLVD Renual, LP, a limited partnership (“Hotel Entity”), has proposed to 
the City an agreement entitled “Operating Covenant Agreement” substantially in the form 
submitted herewith (the “Agreement”); and 

WHEREAS, a copy of the Agreement, together with a report describing the proposed 
transaction, has been on file with the City Clerk as a public record; and 

WHEREAS, notice of a public hearing to consider the Agreement, and which specifically 
referenced Government Code Section 53083, was published in a newspaper of general 
circulation serving the City and its inhabitants; and 

WHEREAS, under the Agreement, the City would be obligated to make certain payments 
to Hotel Entity based upon a percentage (50%) of transient occupancy tax received by the City 
from operations undertaken by Hotel Entity, provided that such payments would only become 
due in the event the Hotel Entity opens on certain property designated as APN 3133-003-009 
(the “Site”) and continuously operates a AAA Three Diamond Hotel, all as more particularly set 
forth in the Agreement; and 

WHEREAS, the generation of transient occupancy tax revenue from a AAA Three 
Diamond Hotel would not occur but for the Agreement; and 

WHEREAS, the Agreement is consistent with and implements the provisions of the Hotel 
Stimulus Program established by the City under Ordinance No. and  

WHEREAS, particularly in light of the elimination of redevelopment agencies as effected 
by enactments of the California Legislature in 2011 and 2012, including the former Lancaster 
Redevelopment Agency, the generation of tax revenues available to the City is important in 
preserving the ability of the City to provide an acceptable level of core municipal services to its 
inhabitants; and  

WHEREAS, the financial participation by the City under the Agreement is in 
consideration of the activities that will be undertaken by Hotel Entity under the Agreement; and 

WHEREAS, the Agreement may constitute an economic subsidy agreement within the 
meaning of Section 53083 of the California Government Code, and 
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WHEREAS, notice was published in accordance with Section 53083 of the California 
Government Code and a public meeting of the City Council on the proposed Agreement was 
duly noticed; and 

WHEREAS, the proposed Agreement, and a staff report have been available for public 
inspection prior to the public meeting; and 

WHEREAS, all actions required by all applicable law with respect to the proposed 
Agreement have been taken in an appropriate and timely manner; and 

WHEREAS, the City Council has duly considered all of the terms and conditions of the 
proposed Agreement and believes that the Agreement is important to make available to the City 
for the benefit of its inhabitants an additional source of transient occupancy tax revenues and 
other revenues and is in the best interests of the City and the health, safety, and welfare of its 
residents, and in accord with the public purposes and provisions of applicable state and local 
laws and requirements. 

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF LANCASTER DOES 
RESOLVE AS FOLLOWS: 

Section 1. The City Council hereby finds and determines that, by generating 
additional revenues to the City, the Agreement will benefit the City and its inhabitants. 

Section 2. The City Council hereby approves the Agreement in substantially the form 
presented to the City Council, subject to such revisions as may be made by the City Manager or 
his designee.  The City Manager is hereby authorized to execute the Agreement (including 
without limitation all attachments thereto) on behalf of the City.  A copy of the Agreement when 
executed by the City shall be placed on file in the office of the City Clerk. 

Section 3. The City Manager is hereby authorized, on behalf of the City, to make 
revisions to the Agreement which do not increase any amounts to be paid by the City or 
materially or substantially increase the City’s obligations thereunder, to sign all documents, to 
make all approvals and take all actions necessary or appropriate to carry out and implement the 
Agreement and to administer the City’s obligations, responsibilities and duties to be performed 
under the Agreement and related documents. 
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PASSED, APPROVED and ADOPTED this 8th day of May, 2018, by the following vote: 
 
AYES: 
 
 
NOES: 
 
ABSTAIN: 
 
ABSENT: 
 
 
ATTEST:  APPROVED: 
 
 
 

 ______________________________  ______________________________ 
BRITT AVRIT, MMC  R. REX PARRIS 
City Clerk  Mayor 
City of Lancaster  City of Lancaster 
 
 
STATE OF CALIFORNIA ) 
COUNTY OF LOS ANGELES ) ss 
CITY OF LANCASTER ) 
 

 
CERTIFICATION OF RESOLUTION 

CITY COUNCIL 
 

I, _____________________________, _________________________ City of Lancaster, 
California, do hereby certify that this is a true and correct copy of the original Resolution    
No.18-15, for which the original is on file in my office. 
 
WITNESS MY HAND AND THE SEAL OF THE CITY OF LANCASTER, on this 
____________ day of _____________________, _________. 
 
(seal) 
 
__________________________________ 
 
 

 



































































































 

 

ECONOMIC IMPACT REPORT 
City of Lancaster 

 
 

Date: May 8, 2018 
 

Subject: Operating Covenant Agreement with BLVD Renual, LP 
 

BACKGROUND 
 
BLVD Renual, LP (“BLVD Renual”) owns a property at 843 West Lancaster Boulevard (the 
“Site”), which is currently underutilized.  The principals of BLVD Renual (“Developer”) have 
approached City staff with a proposal for the development of a Marriott Residence Inn 
(“Marriott”), which will be designed as an Upscale or above hotel under the Chain Scales 
published by Smith Travel Reports (“STR”) that will also open as a AAA Three Diamond Hotel 
as such designation is published from time to time by the American Automobile Association 
(“AAA”); under the City’s Hotel Stimulus Program (as referenced below), a hotel that meets 
both criteria as of the opening of the hotel constitutes a “Qualifying Hotel” under the Hotel 
Stimulus Program as established under Title 3, Chapter 3.37 of the City of Lancaster Municipal 
Code.   
 
The proposed development would be a 105-room, four stories over podium parking, 
approximately 83,420-square-foot hotel on a 1.27-acre parcel, of which 0.45 acres is currently 
developed and 0.82 acres will serve for the Marriott.  The hotel will consist of 75,330 square feet 
of guest room areas; a 16,740-square-foot podium parking structure; 1,200 square feet of retail; a 
pool; a fitness center; a breakfast area; meeting space; and supporting services such as back of 
house and mechanical areas, to total a program of 83,420 square feet. 
 
Staff has reviewed materials submitted by the Developer and, based upon such preliminary 
review, it appears that Developer will meet the qualifications for a developer of a hotel that will 
open as a Qualifying Hotel and will thereafter operate as a AAA Three Diamond Hotel.  BLVD 
Renual has been a longtime partner of the City of Lancaster in its efforts to revitalize downtown 
Lancaster, and has successfully redeveloped such properties as the three-story BLVD Cinemas 
facility; Don Sal/Buckle & Boots complex; several multi-family housing complexes; and much 
more.  BLVD Renual has proposed to the City an Operating Covenant Agreement in the form 
submitted herewith (the “Agreement”) wherein BLVD Renual will commit to operate on the 
Site, following its completion, a AAA Three Diamond Hotel.  Under the proposed Agreement, 
which is substantially in the form prescribed under the Hotel Stimulus Program, assuming the 
continuous conforming operation of a AAA Three Diamond Hotel by Developer, City would 
remit to Developer annually payments equal to 50% of Transient Occupancy Tax received by the 
City for the preceding year.  Additional provisions governing the relationship between the 
Developer and the City are set forth in the Agreement. 
 
Prior to the consideration of this item, a notice of public hearing was published concerning the 
proposed Agreement; that notice alludes to Government Code Section 53083, as more fully 
described below.  A copy of the Agreement and this report have been on display as public 
records with the City Clerk. 



 

 

 
 
ANALYSIS 
 
In light of the elimination of redevelopment agencies as affected by enactments of the California 
Legislature in 2011 and 2012, including the former Lancaster Redevelopment Agency, the 
generation of tax revenues available to the City is important in preserving the ability of the City’s 
ability to provide an acceptable level of core municipal services to its residents.  The foregoing is 
an important public purpose associated with the Agreement.  

The City is a chartered city; in that capacity, the City would enter into the proposed Agreement 
in consideration of the activities that will be undertaken by BLVD Renual in the City.  BLVD 
Renual has executed the Agreement which, upon approval by the City Council and execution by 
the City Manager on behalf of the City, would immediately go into effect. 

Staff estimates that, upon review of data provided by BLVD Renual, BLVD Renual will generate 
approximately $360,000 of annual transient occupancy tax, as well as $147,000 of annual 
property tax.  Assuming a 3% escalator for inflation, this equates to $5.4 million in property tax, 
of which the City receives a share of 6%, and $13.1 million in transient occupancy tax over the 
Marriott’s first 25 years in operation.  Under the agreement, it is estimated that BLVD Renual 
would be entitled to annual economic Stimulus estimated at $180,000, with the City retaining an 
estimated $180,000 annually as transient occupancy tax and approximately $10,451 in property 
tax; such figures for annual tax revenues are only estimates: the actual figures will be a function 
of such activity as is actually consummated by BLVD Renual from time to time. 

Approval of this resolution will authorize the City Manager to execute the Agreement (including 
without limitation all attachments thereto) on behalf of the City. The City Manager is also 
authorized, on behalf of the City, to make revisions to the Agreement which do not increase any 
amounts to be paid by the City or materially or substantially increase the City’s obligations 
thereunder, to sign all documents, to make all approvals and take all actions necessary or 
appropriate to carry out and implement the Agreement and to administer the City’s obligations, 
responsibilities and duties to be performed under the Agreement and related documents. 

Government Code Section 53083 is a codification of Assembly Bill 562 from 2013, and which 
became effective as of January 1, 2014.  Section 53083 provides, in pertinent part, as follows: 

53083. (a) On and after January 1, 2014, each local agency shall, before approving any economic 
development subsidy within its jurisdiction, provide all of the following information in written 
form available to the public, and through its Internet Web site, if applicable: 

(1) The name and address of all corporations or any other business entities, except 
for sole proprietorships, that are the beneficiary of the economic development subsidy, if 
applicable. 



 

 

(2) The start and end dates and schedule, if applicable, for the economic 
development subsidy. 

(3) A description of the economic development subsidy, including the estimated 
total amount of the expenditure of public funds by, or of revenue lost to, the local agency 
as a result of the economic development subsidy. 

(4) A statement of the public purposes for the economic development subsidy. 

(5) Projected tax revenue to the local agency as a result of the economic 
development subsidy. 

(6) Estimated number of jobs created by the economic development subsidy, 
broken down by full-time, part-time, and temporary positions. 

(b) Before granting an economic development subsidy, each local agency shall provide public 
notice and a hearing regarding the economic development subsidy. A public hearing and notice 
under this subdivision is not required if a hearing and notice regarding the economic 
development subsidy is otherwise required by law. 

The elements enumerated within Section 53083 as set forth above are included within this report, 
particularly under the heading “ANALYSIS.” 

This report will remain posted on the City Internet Web site with a link leading to it under the 
economic development page.  

ENVIRONMENTAL 
 
This agreement is not considered a project per section 15378(b)(4) of the California 
Environmental Quality Act in that 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 physical impact on the environment. 
 
FINANCIAL IMPACT 
 
The Agreement will make available to the City an additional source of tax revenues, primarily 
consisting of transient occupancy tax but also including property tax and sales tax, and is in the 
best interests of the City and the health, safety, and welfare of its residents, and in accord with 
the public purposes and provisions of applicable state and local laws and requirements. 

It is estimated that there will be between fifteen and twenty full-time positions created in the City 
with the resultant economic stimulus. There will also be a direct impact of an additional 
estimated $11.4 million from all tax revenue streams as combined brought to and retained by the 
City over the hotel’s first 25 years of operation. 
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