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EXECUTIVE SUMMARY

Overview

The City of Laguna Beach has a Downtown Specific Plan (DSP) that includes regulations for the
types and mix of retail and service tenants in the City’s downtown area. These regulations are
implemented under a Conditional Use Permit (CUP) process, which has provided guidance to
the growth and development of the Downtown area for several years, and has transformed
Laguna Beach into an internationally recognized arts and beach community.

However, given the changing nature of retail market forces, both regionally and sub-regionally,
some concern has been expressed by key stakeholders, including residents and local property
and business owners, that the DSP and the CUP have limited their ability to respond quickly and
effectively to new demand challenges. Given this context, City staff was directed by City officials
to evaluate and recommend potential modifications to the existing Specific Plan Allowed Uses
and Permit Requirements.

Supporting these efforts, the current study, prepared by Stanley R. Hoffman Associates, Inc. and
Stoffel & Associates, provides a market assessment of existing retail conditions, identifies key
challenges and provides recommendations in addressing these challenges. This includes
developing an understanding of the current supply-side characteristics and market demand-
side conditions affecting Downtown businesses.

On the supply-side, the study examines the inventory of current retail, dining and service
tenants, their store sizes, types and mix of tenants, estimated sales performance, vacancy
levels, and location within subareas of the downtown area. On the demand-side, the study
assesses key categories of businesses, identifies formula-based uses, and assesses the
consumer market and viability for both. The current performance of Downtown Laguna and the
market demand-side conditions are set in the context of a trade area comprising neighboring
cities in Southern California. The analysis ends with a recommended use matrix that identifies
which retail-oriented uses should be permitted by right, conditionally approved or subjected to
more stringent filters in the application process.

Key Challenges Affecting the Downtown Specific Plan Area

The analysis and stakeholder engagement undertaken for this study seek to address core issues
affecting retail performance within the Laguna Beach DSP. In discussions with key stakeholders
several challenges were identified, summarized as follows:

e Stakeholder inputs indicate that the Conditional Use Permit (CUP) process is restrictive and
is keeping innovative and fresh businesses out. Additionally, these inputs point to delays
associated with the lengthy and uncertain CUP permitting process as a major hinderance in
the ability to plan ahead.
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Besides the CUP process, high land prices and high rents have increased the cost of doing
business, which combined with the local opposition to change, is making redevelopment
more difficult.

Stakeholders also indicate an ‘over-supply’ of the same type of stores as a major drag on
store performance, these include specialty retail, apparel, and restaurants/food.

As a corollary, stakeholders also indicate the ‘lack’ or ‘under supply’ of certain businesses
that the Downtown area is currently unable to attract including branded retail stores in
women’s clothing and cosmetics, and a greater diversity in restaurants, including casual
eating, and bars and entertainment places.

Tourism remains a critical source of demand for the Downtown area. However, nearly 95
percent of visitors are day-trippers, who typically spend lesser compared to overnight
visitors staying at hotels. The lack of a luxury hotel in the DSP is pointed out as a missed
opportunity to boost demand for retail and services.

The built environment is deteriorating with increasing vacancies, dimly-lit streets, older
infrastructure, and lower street maintenance. The increase of the transient population is
indicated as drag on Downtown’s image.

Lack of parking and parking garages for visitors, clients and Downtown workers is proving
to be a major barrier, combined with traffic congestion, while there is a need for safer
pedestrian circulation.

Downtown Current Performance Characteristics

Tenant Mix Overview

Services comprise the largest tenant category within the DSP area, accounting for 40
percent of total uses, and 40 percent of the total square footage. Most of these are
resident serving uses including financial, insurance, real estate, medical/dental and other
local-oriented services.

Specialty retailers are the next largest category within Downtown, accounting for almost
29 percent of total uses, but only 20 percent of the total square feet.

Restaurants and food uses account for almost 15 percent of total uses within the DSP area
and almost 18 percent of total square feet.

Art galleries and studios make up about 10 percent of all uses and 9 percent of total space.

Tenant Mix Comparison

Compared to South Laguna Beach, Carmel, Downtown La Jolla, Fashion Island, and Irvine
Spectrum Center, the DSP area has the:

0 Second highest number of restaurants
O Third highest number of apparel/shoe stores

0 Second highest number of jewelry/accessory stores
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0 Highest number of specialty/gift shops.

One key difference is the overall quality of stores located in the various districts and
centers. As one merchant mentioned in the business survey, “retail in Downtown has
gotten stale”.

Downtown Sales Capture

Miscellaneous retailers (art galleries, gift shops, jewelry, furnishings, etc.) capture
approximately 200 percent of resident demand. With almost $30 million in resident
demand, miscellaneous retailers had approximately $60 million in sales during 2018. A
normal capture rate for an average community would likely be in the 25 to 35% range. This
indicates substantial inflow of sales from visitors to Laguna Beach.

The next highest capture rate is for restaurants and food. With over $124 million in
resident demand, Laguna Beach restaurants and food establishments had approximately
$247 million in sales during 2018. This equates to a capture rate of 198.5 percent. This
also illustrates substantial inflow of visitor dining and shows how dependent City
restaurants are on out of town customers.

Other categories that capture much higher sales than average include food stores, used
auto sales, sporting goods, specialty retailers, and apparel/accessories.

Downtown Laguna Beach Sales as Percent of Total City

The continued performance of Downtown Laguna retailers and restaurants is critical to the
City. Retail and dining sales in the DSP area contribute over half of total City taxable sales.
45 percent of all dining sales in the City occur in Downtown.

Downtown apparel stores, while contributing only 6.5 percent of total City sales, represent
over 71 percent of total City apparel sales.

Recreation products contribute only 2 percent of total City sales and 77 percent of sales
occur in Downtown.

Miscellaneous retailers contribute only 12 percent of total City sales and 57 percent occur
in Downtown.

Taxable Sales Performance by Major Category

Other than restaurants, Downtown retailers underperform by industry standards.

Generally, stores that under-perform tend to feel that rental rates are too high, while
stores that perform well are more concerned about how they can capture higher sales
from the Downtown’s customer base. The likely cause of these stores under-performing is
a combination of over-supply and having too many marginally-positioned stores. The City’s
restrictive planning policies have been a barrier to attracting a higher quality level of
retailers.
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Restaurants and specialty food uses account for approximately 44 percent of total sales in
the DSP area. Restaurants have average sales of approximately $1.75 million per
establishment and $729 per square foot.

Other/miscellaneous/specialty retailers within the DSP area account for 14 percent of total
City sales. This equates to average sales of approximately $324,000 per establishment and
$236 per square foot. This is well below industry standards and causes friction with rental
rates. Industry standard sales would typically fall in the $350 to $400 per square foot
range.

Apparel and shoe stores within the DSP area account for only 9 percent of total City sales.
With $22.6 million in total sales, the 52 establishments equate to average sales of
approximately $435,000 per establishment and $294 per square foot. This is also below
industry standards and cannot sustain decent rental rates.

If the City is able to attract a more substantial base of quality retailers, sales performance
will gradually increase to more acceptable levels. This will take time and will cause weaker
stores to close as stronger competition within the DSP area establishes itself.

Taxable Sales — Downtown Compared to City

Restaurant sales within the City increased over 35% from 2010 through 2017. During the
same period, Downtown’s dining sales increased almost 28%. Both the City and
Downtown experienced a slight decline in 2018. Continued strong dining sales are very
important to the continued strength of Downtown. Lacking true anchor stores, restaurants
are the de facto anchors of Downtown.

Citywide miscellaneous retail stores have gradually increased sales since 2010 but sales
have leveled out in recent years. Downtown stores have been fairly constant during the
past four years of reporting. Although sales are relatively flat, miscellaneous retail sales
have the opportunity to grow with the addition of national and regional chains who have
heretofore avoided Laguna Beach due to highly restrictive approval processes.

Apparel store sales within the City peaked in 2014 at $37.8 million and have declined $6
million (15.8%) through 2018. Downtown apparel sales peaked in 2013 and declined 12%
through 2017 and saw a small increase in 2018. Downtown apparel stores’ share of total
City sales has increased during the past several years.

Given the high number of day visitors to Laguna Beach, retail and dining sales experience
seasonality similar to other coastal communities. Approximately 56 percent of total sales
occur from April through September. This ratio holds true for restaurants, miscellaneous
retail and apparel stores. More local stores such as food markets and drug stores tend to
have the same relative sales from quarter to quarter.
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Current Market Demand Conditions

Laguna Beach Local Demand Characteristics

e The City of Laguna Beach provides insufficient residential demand to fully support a
shopping/dining district of over 800,000 square feet within the Downtown Specific Plan
area. Not including service uses, the Downtown Specific Plan area includes over 500,000
square feet of retail, dining, and entertainment space.

e  Other districts within the City provide significant competition to Downtown both in
number of establishments, total square footage in significant categories, and convenience.

e Centers and districts located outside of Laguna Beach provide even greater competition for
both customer patronage and tenant attraction. If use and zoning regulations are left as is,
Laguna Beach’s Downtown will increasingly become less attractive to quality retail and
dining uses, and less attractive to its resident and visitor customer base.

e Without a substantive change, Downtown will continue to decline and will require major
repositioning and marketing in order to attract sufficient sales to sustain its retail and
dining uses.

Trade Area Demand Characteristics

e Downtown Laguna Beach requires customer patronage from a wide area in order to
achieve suitable sales. Various sources show that Downtown Laguna Beach draws
customers from a broad trade area covering most of Orange County and beyond. Most
customers, however, come from an area less than seven miles away.

e Within five miles of Downtown there are almost 113,000 residents. This more than
doubles to 273,500 residents within seven miles, and more than doubles again to
approximately 661,000 residents within ten miles.

e  Within a 14 minute drive time of Downtown there are approximately 111,700 residents.
This almost doubles to 211,500 within 16 minutes, and then almost triples to over 625,000
residents within a 20 minute drive.

e  Within the four zip codes closest to Downtown, there are over 44,226 employees working.
Beyond the closest four zip codes are an additional 190,000+ employees within convenient
drive times to Downtown. Dining is one of the largest expenditure categories for
employees.

Insights from the Downtown Business Survey

e As part of the outreach and engagement process with City stakeholders, an online business
survey was designed and implemented specifically for this study. The Downtown Business
Survey reached out to business owners and operators, property owners and operators, and
City residents. This outreach process was coordinated with City staff and the Laguna Beach
Chamber of Commerce through a combination of email outreach, and letters that were
mailed out and hand-delivered reaching more than 2,200 potential respondents.
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. Key insights obtained from this comprehensive outreach effort include the following:

(0]

Downtown businesses feel competitive pressure primarily from areas of Newport
Beach and Corona del Mar. Over one-third of merchants say that Fashion Island and
the nearby areas of Newport Beach and Corona Del Mar are the most competitive
areas for their business. Almost 11 percent of merchants said Irvine Spectrum Center
and other centers in Irvine are strong competitive shopping areas.

When asked which uses currently located in Downtown Laguna Beach appear to be
over-provided, businesses named specialty retailers and apparel stores as their top two
choices. Restaurants and art galleries/studios were also mentioned.

A large percentage of both businesses and property owners said that no uses were
over-provided, that market forces need to determine which establishments survive,
and which establishments don't.

When asked which uses currently located in Downtown are under-provided, the
highest category mentioned by both businesses and property owners was restaurants,
followed by miscellaneous specialty retail, apparel stores, and chain establishments.

The fact that apparel stores and restaurants were mentioned as being both over and
under-provided speaks more to the quality and types of establishments that are
located within the DSP area. There are numerous restaurants but not enough different
types of restaurants that would broaden the appeal of Downtown as a dining
destination. One example is fast casual, one of the fastest growing dining categories.

Implications for the Downtown Specific Plan Area

Taking all of the data and observations into account, we believe the City of Laguna
Beach needs to re-evaluate its approach on how it appeals to and interfaces with
retailers, restaurants and entertainment uses who want to locate in Downtown.

The City has been viewed unfavorably by the types of tenants it needs to attract to
Downtown.

Given the suggested changes to approvals, it will take time for market forces to re-
establish Downtown Laguna Beach as a legitimate and worthwhile shopping/dining
destination. A change in the approval process and mix of stores needs to occur sooner
rather than later.

There will likely be skepticism of the intent of changes but in the long run we believe
changes will result in a more customer-centric tenant mix that has broader appeal and
generates higher sales.

Key Recommendations for the Downtown Specific Plan

Tables 6-1a through 6-le, provided later in this report, include both current and
suggested zoning and approved uses for different sub-areas of the Downtown Specific
Plan area.
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A few current categories within the DSP area might be thought of as “saturated,”
however the City should not apply arbitrary measures based upon the number of
existing stores in any category to deny uses from entering the DSP area. To do so would
be to cause the DSP area to continue in its current outdated mix of stores and marginal
sales levels. Over time, real market forces will serve to self-adjust the overall mix of
stores.

e Categories that might be construed as saturated include art galleries, apparel stores, gift
shops, and restaurants. These are the very categories that drive the majority of sales
within Downtown. A large number of establishments in these categories is acceptable.
A large percentage of marginal businesses within these categories is problematic.
Marginal businesses eventually become vacancies which hurt Downtown’s reputation as
a nice shopping and dining district. It will be important to attract quality replacements
for vacancies. In order to do so, the City will need to lessen the barriers to entry.

e In general, the City should not put itself in a position to dictate any measure of goods or
services to be sold by any potential store or restaurant. This places an undue burden on
the staff, the Planning Commission, and City Council in areas they may lack specific
expertise on. In other words, the City should let the potential businesses do what they
do best, try to serve their customers with the types and mix of goods they know are well
received.

e Rather than have regulations drive the form of essential Downtown uses, the businesses
should be free to operate in the most productive manner they can.

e The City should let the market ultimately dictate which stores survive and which ones
fail. To place any artificial conditions on a store’s product mix or a restaurant’s menu is
ultimately non-productive and furthers the City’s reputation as being hard to deal with.

Recruitment/Attraction

The use recommendations made in this report will take time to implement and possibly longer
for the retail/dining community to understand that the City of Laguna Beach has adapted a
more business friendly demeanor.

This process can be accelerated by contracting with a dedicated broker/marketing firm to help
publicize the City’s pro-business environment as well as proactively market vacant spaces
within the DSP area. This will help compete against competitive shopping areas that have the
advantage of singular ownership, a targeted merchandising mix and a consistent marketing
outreach.

Follow-Up/Review

Once the mix of uses within Downtown has started to evolve with fewer restrictions, it will be
important for the City to review changes that have occurred, and if necessary, suggest
modifications to the allowed uses table. This would involve a comparative inventory of the DSP
area to understand which categories may have increased or decreased. Also, a periodic review
will help to identify any problem areas and allow for changes in the use matrix.
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CHAPTER 1
INTRODUCTION

1.1 Background and Purpose of Study

The City of Laguna Beach has a Downtown Specific Plan (DSP) that includes regulations for the
types and mix of retail and service tenants in the downtown area. This Specific Plan has
operated for a number of years and has guided the growth and transformation of Laguna Beach
into an internationally recognized arts and beach community with an attractive downtown
commercial area that draws its sources of demand not only from local residents, and visitors,
but from the broader Orange County market area, throughout Southern California, and from
the wider statewide, national and even international visitor base.

However, given the changing nature of retail market forces, both regionally and sub-regionally,
some concern has been expressed by residents and local property and business owners that the
DSP has limited their ability to respond quickly and effectively to changing retailing conditions,
particularly when existing tenants exit the market area and new replacement tenants are
sought. In order to remain responsive and competitive to these changing conditions, City staff
was directed by City officials to evaluate and recommend potential modifications to the existing
Specific Plan Allowed Uses and Permit Requirements.

This report study, prepared by Stanley R. Hoffman Associates, Inc. and Stoffel & Associates, is
intended to provide a market assessment of existing retail conditions to assist in this effort.
This includes developing an understanding of the inventory of current retail, dining and service
tenants, their store sizes, types and mix of tenants, estimated sales performance, vacancy
levels, and location within subareas of the downtown area. We have also assessed the key
categories of the various businesses, identified formula-based uses, and assessed the consumer
market and viability for both. The analysis ends with a recommended use matrix that
recommends which retail-oriented uses should be permitted by right, conditionally approved or
subjected to more stringent filters in the application process.

1.2 Study Objectives

The objectives of this report given the development and market context described above are as
follows:

e |dentify sources of demand for retail, dining and services in the DSP area, including
expenditures from residents of Laguna Beach and neighboring cities, tourists including
daytime visitors, and area employees;

e Establish current sales performance benchmarks for Laguna Beach by retail categories in
comparison to cities in its competitive market area;

e Estimate the aggregate performance of retail, dining and services in the DSP area as a
share capture of overall City sales;
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13

Develop sales performance per square foot measures for key business operations within
the DSP area across retail, dining and service categories using a detailed inventory of
stores by use and available aggregated sales data by these same categories within the
DSP area;

Perform an evaluation of sales by different store categories at the aggregated DSP area
level for a comparison against conventional market benchmarks for conclusions on
performance that informs the Downtown Tenant Strategy Mix.

Present results and conclusions from the custom Downtown Business Survey prepared
for this study on current issues and challenges facing the DSP area, including responses
from Downtown businesses, property owners and City residents.

Recommend the Downtown Tenant Strategy Mix that identifies store categories to be
attracted, retained or discouraged within the DSP area, based on city-wide
performance, store-level performance evaluation and the Downtown Business Survey.

Provide recommendations on the DSP permit requirements based on the store
performance evaluation, Downtown Business Survey, and the Downtown Tenant
Strategy Mix.

Approach and Methodology

The study employs a suite of analytical techniques and approaches toward fulfilling the above
study objectives, as described below:

Data analysis of retail, dining and services demand was conducted for the DSP area,
Laguna Beach and competitive market area cities. Demand conditions are drawn from
demographic and expenditure data at the household level obtained from data provider
Claritas, Inc. Mobile phone data from UberMedia.com have also been used to identify
the residential location of individuals visiting the DSP area in order to define the Primary
Trade Area for the competitive retail market analysis, and movements in the reverse
direction that identifies where Laguna Beach residents shop. Additionally, employment
data for the DSP area is obtained from the Census Longitudinal Employer-Household
Dynamics (LEHD).

Quantitative analysis of sales performance measures by retail, dining and services at the
City-level were developed from the California State Board of Equalization. Data for the
DSP area were provided by the Laguna Beach Finance Department at the aggregated
level to protect confidentiality.

The consultants developed a bespoke inventory of retail, dining, and services uses for
the DSP area and adjacent areas employing a combination of field surveys and GIS
analysis of the Orange County Assessor’s Parcel data.

Store-level performance within the DSP area was then estimated utilizing the
aggregated DSP area sales data by categories and the DSP area store inventory.
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1.4

The consultants designed the Downtown Business Survey in collaboration with City Staff
and the Laguna Beach Chamber of Commerce, who helped with the outreach to
business owners, property owners and City residents. The survey was administered
online using the Survey Monkey platform.

The DSP Tenant Strategy Mix is informed from the preceding steps drawing together
outputs derived from the data and survey analysis.

Organization of the Report

The report is organized as follow:

Chapter 2 identifies the various sources of demand for retail, dining and service
businesses within the DSP area, documenting demand segments, and defines the
competitive retail trade area.

Chapter 3 presents a detailed inventory of businesses in the DSP area and along the
coast 1.25 miles north and south from Coast Highway and Forest Ave by retail, dining
and service categories, and a survey of major retail centers in the competitive market
area.

Chapter 4 analyzes retail sales performance for the DSP area, Laguna Beach and market
area cities by detailed categories including retail and eating and drinking places.

Chapter 5 presents the observations and conclusions from the Downtown Business
Survey, including responses from businesses, property owners and residents in Laguna
Beach, on the challenges and opportunities confronting future growth in the area.

Chapter 6 concludes with the DSP Tenant Strategy Mix that identifies uses with
potential for growth in the DSP area, while also providing recommendations on the
ongoing application of Allowed Uses and Permit Requirements within the DSP area.
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CHAPTER 2
SOURCES OF RETAIL DEMAND

In this chapter we analyze the sources of demand for retail goods and services within the
Downtown Specific Plan (DSP) area and City of Laguna Beach. The demographic profiles for the
two geographies are compared against the neighboring cities in Orange County. The three main
expenditure components analyzed supporting market area demand include households, local
employees, and tourists and local visitors. These components have been assembled using a
variety of data sources, as presented below.

2.1 Local Resident Income and Expenditures Profile

Household income and expenditures profile for the local area (DSP area and Laguna Beach), and
the extended market area, defined by distance and drive-time, are based on data obtained
from data vendor Claritas, Inc., which is shown in detail in Appendix A.

e As shown in Table 2-1, Laguna Beach currently has around 24,052 residents, and is
projected to grow to approximately 25,010 residents by 2024 according to Claritas
estimates. Households in 2019 are estimated at 11,496, increasing to 11,985 in five
years.

e Focusing on the DSP area, two rings are developed from the Downtown at 1 mile and 2
miles from the intersection of Coast Highway and Forest Ave. Data shows the relative
strengths of these areas in the local market profile.

e The one-mile area represents 36 percent of the City population and 39 percent of
households, while the two-mile area makes up close to 80 percent of the City
population and households, as shown in Table 2-1,

e From the detailed appendix tables, in terms of race, approximately 88 percent of City
residents are White, followed by Asians at almost 6 percent. By ethnicity, less than 8
percent of the overall population is of Hispanic origin.

e 67 percent of Laguna Beach adults have a bachelor’s degree or higher. By comparison,
39 percent of Orange County adults have a bachelor’s degree or higher.

e Asshown in Table 2-1, the average age of the local area is about 48 years compared to
39 for Orange County, indicating a higher presence of Boomers and Seniors

e As expected, most Laguna Beach residents are very affluent. The City’s 2019 average
household income is $202,600, which is 57 percent higher than the Orange County
average of $128,941.

e Consequently, discretionary spending potential estimates (including food stores) on
GAFO (General Merchandise, Apparel, Furnishings and Other) retail and dining at
$44,800 per household on an annual basis is nearly 32 percent higher compared to
$33,700 for Orange County.
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e Within Laguna Beach, households living farther away from the Downtown had the
highest annual income and estimated discretionary spending power.

e On average, across Laguna Beach, households are estimated to spend the highest
portion of their discretionary spending (24 percent) on Restaurants and Food, followed
by Food Stores/Groceries, and General Merchandise (21 percent each). These three
categories make up two-thirds of all household spending potential.

Table 2-1
Household Income and Expenditures Profile
Downtown Laguna Beach Local Area

Laguna Laguna
Downtown Downtown Laguna Orange

1 Mile 2 Mile Beach City County
Population - 2019 8,766 18,653 24,052 3,222,381
Population - 2024 9,075 19,435 25,010 3,348,192
Households - 2019 4,493 8,772 11,496 1,062,951
Households - 2024 4,657 9,137 11,985| 1,105,004
Avg. Household Size - 2019 1.94 2.12 2.08 2.99
Average Age 48 47 48 39
Average Household Income $180,668 $205,766 $202,565 $128,941
Aggregate Household Income ($ millions) $811.7 $1,805.0 $2,328.7 [ $137,058.0
Estimated Household Expenditures $182.0 $403.1 $515.0 | $35,843.4
on GAFO and Dining ($ millions)
Aggregate GAFO/Dining Expenditures Share 22.4% 22.3% 22.1% 26.2%

of Aggregate HH Income

Average Household GAFO/Dining Expenditures $40,505 $45,953 $44,798 $33,721

Distribution of GAFO/Dinig HH Expenditures

Restaurants and Food 24.5% 24.2% 24.1% 23.3%
General Merchandise 20.9% 21.0% 21.0% 21.8%
Furniture/Home Furnishings 4.2% 4.3% 4.3% 3.9%
Sporting Goods, Specialty, etc. 2.6% 2.7% 2.7% 2.7%
Electronics/Appliances 3.2% 3.2% 3.2% 3.1%
Misc. Retail 3.7% 3.8% 3.8% 3.7%
Apparel/Accessories 8.9% 9.0% 9.0% 8.8%
Health & Personal Care 10.4% 10.4% 10.4% 10.0%
Food Stores/Grocery 21.5% 21.4% 21.5% 22.8%

100.0% 100.0% 100.0% 100.0%

Source: Stanley R. Hoffman Associates, Inc.
Stoffel Associates
Claritas, Inc.
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2.2 Extended Area Income and Expenditures Profile

Household income and expenditures profile for the extended market area defined by distance
obtained from Claritas, Inc. is organized into three concentric areas at distances of three, five
and seven miles from the DSP.

e Assummarized in Table 2-2, the data indicates that the areas surrounding Laguna Beach
have very desirable demographics from the retail potential context.

e Within three miles of Downtown Laguna Beach, there are approximately 10,500
households. This number increases to 46,000 households within 5 miles and 112,000
within seven miles.

Table 2-2
Household Income and Expenditures Profile
Extended Market Area by Distance

Laguna Laguna Laguna
Downtown Downtown Downtown Orange

3 Mile 5 Mile 7 Mile County
Population - 2019 23,794 112,747 273,531 3,222,381
Population - 2024 24,975 117,691 284,924 3,348,192
Households - 2019 10,557 46,068 112,037 1,062,951
Households - 2024 11,064 47,968 116,592 1,105,004
Avg. Household Size - 2019 1.94 2.43 2.43 2.99
Average Age 46 42 44 39
Average Household Income $207,895 $176,903 $165,631 $128,941
Aggregate Household Income ($ millions) $2,194.8 $8,149.6 $18,556.8 | $137,058.0
Estimated Household Expenditures $493.9 $1,922.3 $4,438.7 | $35,843.4
on GAFO and Dining ($ millions)
Aggregate GAFO/Dining Expenditures Share 22.5% 23.6% 23.9% 26.2%

of Aggregate HH Income

Average Household GAFO/Dining Expenditures $46,783 $41,727 $39,618 $33,721

Distribution of GAFO/Dinig HH Expenditures

Restaurants and Food 24.1% 23.9% 23.6% 23.3%
General Merchandise 21.1% 21.3% 21.4% 21.8%
Furniture/Home Furnishings 4.3% 4.2% 4.1% 3.9%
Sporting Goods, Specialty, etc. 2.7% 2.8% 2.7% 2.7%
Electronics/Appliances 3.2% 3.2% 3.2% 3.1%
Misc. Retail 3.8% 3.8% 3.8% 3.7%
Apparel/Accessories 9.0% 9.0% 8.9% 8.8%
Health & Personal Care 10.3% 10.2% 10.3% 10.0%
Food Stores/Grocery 21.4% 21.6% 21.9% 22.8%

100.0% 100.0% 100.0% 100.0%

Source: Stanley R. Hoffman Associates, Inc.
Stoffel Associates
Claritas, Inc.
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e Average household size increases steadily from 1.94 persons per household (PPH) in the
3 mile area to 2.43 PPH across the 5 mile and 7 mile rings.

e From the details in Appendix A, in terms of race, the percentage of White residents
gradually declines from 81.5 percent within three miles to 70.5 percent within ten miles.

e Education levels also decline with distance. 68 percent of adults within three miles have
a bachelor’s degree or higher. This declines to 57 percent within seven miles, though
still higher than the Orange County average of 39 percent.

e Asshown in Table 2-2, the average age of the extended market area is higher compared
to the County, indicating older more affluent individuals.

e Paralleling education level trends, household incomes decline with distance, from
$208,000 within three miles, to $176,900 within 5 miles, and $165,600 within 7 miles,
compared to only $129,000 for the County.

e Similarly, discretionary spending potential estimates (including food stores) on GAFO
retail and dining decline from $46,800 per household within the 3 mile ring to $39,600
within the 7 mile ring, which represents around 23 to 24 percent of household income.

e The spending profile of residents is similar across the retail categories with the dining,
GAFO and groceries making up the predominant share of total discretionary
expenditures.

2.3 Drive Time Demographics

e With varying population densities in Orange County, market areas defined by drive-time
measures provide a different perspective on household and income segmentation.

e Data obtained from Claritas, Inc. shows that drive-time demographic characteristics are
similar to the distance-based demographics discussed above, where income levels
decline with distance from Downtown Laguna Beach.

e As shown in Table 2-3, within a ten minute drive time of Downtown there are
approximately 10,700 households, with average household incomes of $204,000.

e The number of households more than doubles within 12 minutes, and then doubles
again within 14 minutes. By 20 minutes, this number reaches 255,927 households.

e Discretionary household spending levels at 10 minutes match those of Laguna Beach,
which declines steadily to $42,300 at 12 minutes, reaching only $37,100 at a distance of
20 minutes from Downtown Laguna Beach.

e The two retail categories most affected by the decline in household discretionary
income levels, as a percent share, from the preceding set of tables are Furniture/Home
Furnishings and Health and Personal Care stores.
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Table 2-3
Household Income and Expenditures Profile
Extended Market Area by Drive Time

Laguna Laguna Laguna Laguna
Downtown Downtown Downtown Downtown
10 Mins 12 Mins 14 Mins 20 Mins

Population - 2019 23,159 49,419 111,694 625,140
Population - 2024 24,214 51,552 117,211 653,933
Households - 2019 10,730 22,332 49,239 244,721
Households - 2024 11,220 23,281 51,506 255,927
Avg. Household Size - 2019 1.94 2.22 2.27 2.50
Average Age 46 45 44 42
Average Household Income $204,010 $187,602 $168,731 $152,930
Aggregate Household Income ($ millions) $2,189.0 $4,189.5 $8,308.2 $37,425.3
Estimated Household Expenditures $489.8 $946.1 $1,918.8 $9,090.4

on GAFO and Dining ($ millions)

Aggregate GAFO/Dining Expenditures Share 22.4% 22.6% 23.1% 24.3%
of Aggregate HH Income

Average Household GAFO/Dining Expenditures $45,651 $42,366 $38,969 $37,146

Distribution of GAFO/Dinig HH Expenditures

Restaurants and Food 24.1% 24.1% 24.1% 23.9%
General Merchandise 21.1% 21.1% 21.2% 21.4%
Furniture/Home Furnishings 4.3% 4.2% 4.2% 4.0%
Sporting Goods, Specialty, etc. 2.7% 2.7% 2.7% 2.7%
Electronics/Appliances 3.2% 3.2% 3.2% 3.2%
Misc. Retail 3.8% 3.8% 3.8% 3.7%
Apparel/Accessories 9.0% 9.0% 9.0% 9.0%
Health & Personal Care 10.4% 10.3% 10.3% 10.1%
Food Stores/Grocery 21.4% 21.5% 21.6% 22.0%

100.0% 100.0% 100.0% 100.0%

Source: Stanley R. Hoffman Associates, Inc.
Stoffel Associates
Claritas, Inc.

2.4 Local Employment Profile and Expenditures

In addition to households, potential expenditures on retail goods and services originate from
workers employed within these areas. These purchases are typically made over the journey to
and from work and during work breaks.

Restricted by the availability of good quality employment data at the small area level, we have
utilized the Census Longitudinal Employer Household Dynamics (LEHD) data for year-end 2017
at the ZIP code-level. Industry employment was obtained for Laguna Beach and neighboring
communities within the primary trade area by ZIP codes. These numbers obtained by NAICS
sectors were organized by broader office-professional, industrial, retail, health care and
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education, public administration, and leisure and hospitality groupings to estimate the overall
worker spend for the selected ZIP codes.

As shown in Table 2-4, based on information obtained from the International Council of
Shopping Centers (ICSC), an average office-professional worker is estimated to spend
approximately $103 per week on retail goods and services, including dining.

The ICSC data does not provide information on other job types, which have been
estimated here using wage differentials (benchmarks) between office-professional and
other industry groupings.

For example, applying these wage benchmarks, industrial workers spend around $79 per
week on retail goods and services, while leisure/hospitality and retail/local services
workers are estimated to spend only $S28 and $38 per week, respectively.

Applying the above estimated weekly spend numbers to employment distribution by
groupings, as shown in Table 2-5, the market area is estimated for a total worker retail
goods and services spend of $353.7 million annually.

As shown in Figure 2-3, at $33.8 million, Laguna Beach (CA 92651) represents a shade
under 10 percent of this overall worker spend potential in the primary trade area.

Table 2-4
Estimated Rates of Weekly Worker Spending on Retail Goods and Services

Wage
Benchmark to
Annual Average Office Estimated
Wage ! Professional  Weekly Spend

Office-Professional $98,656 1.00 $102
Industrial $76,746 0.78 $79
Retail and Local Services $36,565 0.37 $38
Healthcare and Education $51,860 0.53 $54
Public Administration $83,336 0.84 $86
Leisure and Hospitality $26,731 0.27 $28
Balance $56,066 0.57 $58

1. Annual average wages calculated from the Quaterly Census of Employment and Wages (QCEW).
2. Average wage by industry groupings benchmarked to office-professional.

3. Office professional weekly spend obtained from the ICSC report "Office Worker
Retail Spending in a Digital Age", 2012. Spend estimates for workers in other
industry groupings based on the wage benchmark.

Source: Stanley R. Hoffman Associates, Inc.
California Employment Development Department (EDD)
International Council of Shopping Centers
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Table 2-5
Current Employment Distribution and Worker Spending
ZIP Codes in Laguna Beach and Surrounding Areas

92677

92651 92660 92662 92625 92657 92637 Laguna TOTAL

Laguna Newport  Newport Coronadel Newport 92656 Laguna 92618 Niguel - MARKET
Employment i Beach Beach Beach Mar Coast  Aliso Viejo Hills/Woods Irvine - east 50% AREA
EMPLOYMENT
Office-Professional 2,206 38,285 94 1,026 391 11,146 1,390 50,730 2,020 107,288
Industrial 605 6,852 111 230 62 3,774 60 26,523 410 38,627
Retail and Local Services 1,817 7,490 146 936 636 2,960 675 9,147 2,232 26,039
Healthcare and Education 2,107 5,725 26 531 415 4,048 1,115 10,015 1,254 25,236
Public Administration 382 516 0 0 171 22 23 68 960 2,142
Leisure and Hospitality 4,642 8,690 195 1,158 1,022 2,241 336 4,698 1,034 24,016
Balance 618 2,902 [ 85 40 955 55 4,503 354 9,518
TOTAL 12,377 70,460 578 3,966 2,737 25,146 3,654 105,684 8,264 125,578
ESTIMATED WEEKLY WORKER SPEND ON RETAIL GOODS AND SERVICES
Office-Professional $102 $102 $102 $102 $102 $102 $102 $102 $102
Industrial $79 $79 $79 $79 $79 $79 $79 $79 $79
Retail and Local Services $38 $38 $38 $38 $38 $38 $38 $38 $38
Healthcare and Education $54 $54 $54 $54 $54 $54 $54 $54 $54
Public Administration $86 $86 $86 $86 $86 $86 $86 $86 $86
Leisure and Hospitality $28 $28 $28 $28 $28 $28 $28 $28 $28
Balance $58 $58 $58 $58 $58 $58 $58 $58 $58
ESTIMATED ANNUAL WORKER SPEND ON RETAIL GOODS AND SERVICES
Office-Professional $11,700,624 $203,063,640 $498,576 $5,441,904 $2,073,864 $59,118,384  $7,372,560 $269,071,920 $10,714,080| $569,055,552
Industrial $2,497,902  $28,270,772 $459,640 $949,813 $255,814 $15,571,659 $245,912 $109,435,673 $1,690,849| $159,378,036
Retail and Local Services $3,571,881 $14,723,933 $287,009 $1,840,000 $1,250,257 $5,818,804  $1,326,923 $17,981,284 $4,387,693 $51,187,783
Healthcare and Education $5,874,535  $15,961,895 $72,491 $1,480,483 $1,157,063 $11,286,245  $3,108,736 $27,922,861 $3,496,282 $70,360,592
Public Administration $1,711,493 $2,311,860 $0 S0 $766,139 $98,568 $103,048 $304,664 $4,301,134 $9,596,905
Leisure and Hospitality $6,671,034 $12,488,429 $280,235 $1,664,166 $1,468,720 $3,220,549 $482,867 $6,751,512  $1,485,965 $34,513,477
Balance $1,861,584 $8,747,875 $16,880 $255,606 $120,569 $2,878,582 $166,988 $13,572,439 $1,067,637 $28,688,160
TOTAL $33,889,053 $285,568,405 $1,614,830 $11,631,973 $7,092,426 $97,992,791 $12,807,034 $445,040,354 $27,143,641| $353,724,954

Source: Stanley R. Hoffman Associates, Inc.
Census Longitudinal Employee Households Dynamics (LEHD)
Census American Community Survey (ACS) Public Use Microdata Sample (PUMS)
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Figure 2-1
Distribution of Worker Spending Potential by ZIP Codes
ZIP Codes in Laguna Beach and Surrounding Areas
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Source: Stanley R. Hoffman Associates, Inc.

2.5  Tourism Spending in Laguna Beach

In addition to household and employment spending, described above, tourism represents a
major source of retail goods and services expenditures in DSP. This includes day visitors from
other parts of Orange County and Southern California, and over-night tourists residing in area
hotels, private residences and other accommodations. Besides attractive beaches and
recreational opportunities, visitors to the City also attend the Festival of Arts, the Pageant of
the Masters and the Sawdust Art Festival. The following observations are presented based on
the information obtained from Visit Laguna Beach, Visitors Bureau:

e The 6.3 million visitors to Laguna Beach spent a total of $556.6 million in 2017 to the
City economy, generating $17.2 million in tax revenues, and supporting more than 5,000
jobs.

e Day trippers dominate, making up 95 percent of all visitors to the City, while only 4
percent stayed overnight in hotels.
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e At the same time, visitors in hotels spend substantially more at $234 per persons per
day, as shown in Figure 2-2, which was about five times that of day visitors rate of $57.

e The per person daily spending by hotel visitors includes an average lodging expense
component of around $109 per day.

e As discussed later in the chapter on the Downtown Business Survey, the low levels of
overnight stays have implications for retail development in the DSP.

e As shown in Table 2-6, day visitors account for 73 percent of all visitor restaurant/dining sales,
80 percent of visitor retail purchases, and almost 54 percent of visitor grocery purchases.

$250.00

$200.00

$150.00

$100.00

$50.00

$0.00

Figure 2-2
Average Daily Spending Per Person by Visitor Class
City of Laguna Beach

$234.54
$136.94
$77.33
$56.64
Hotel Visitors Visitors at Private Day Visitors Other Paid Lodging
Residence

Source: Stanley R. Hoffman Associates, Inc.; Visit Laguna Beach, City of Laguna Beach
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Table 2-6
Percent Share of Total Category Spending across Visitor Segments

Laguna Laguna Visiting

Beach Beach Friends/
SPENDING CATEGORY Hotel Private Relatives Day
Based on Daily Spending per Person Guests Home Home Share Trippers TOTAL
Restaurants & Dining 23.9% 2.6% 0.3% 73.2% 100.0%
Shopping/Gifts/Souvenirs 17.2% 2.5% 0.3% 80.1% 100.0%
Groceries/Personal Items 38.4% 7.3% 0.8% 53.5% 100.0%
Gas, parking, Local Transport. 22.3% 2.7% 0.3% 74.7% 100.0%
Museums/Performing Arts 15.4% 2.5% 0.3% 81.8% 100.0%
Other Entertainment/Sightseeing 27.2% 3.9% 0.4% 68.5% 100.0%
Other 56.0% 0.8% 0.1% 43.1% 100.0%
Hotel/Lodging 100.0% 0.0% 0.0% 0.0% 100.0%
TOTAL 34.5% 2.4% 0.2% 62.9% 100.0%

Source: Stanley R. Hoffman Associates, Inc.
Stofel Associates
Visit Laguna Beach, City of Laguna Beach

2.6 Laguna Primary Trade Area — Mobile Data

In order to define a realistic trade area for Downtown Laguna Beach, the consultant utilized the
services of the mobile analytics firm UberMedia.com. This firm collects mobile location data
from a variety of sources and aggregates them into location intelligence information. For
Laguna Beach, the consultant created an electronic “geofence” of the Downtown Specific Plan
area. All location-enabled mobile devices that entered the geofence area were recorded and
the data was utilized to create the following maps.

The two following maps illustrate the mobile data in two ways. The first is a heat map which
illustrates the areas in which persons entering the Downtown geofence area are located during
nighttime hours, or in other words, where they live. The second map indicates census block
groups in which the same “customers” rest at night. This is also assumed to represent the
customers’ residences.

Based upon this data, we understand that the Downtown Specific Plan area draws customers
from a broad trade area covering most of Orange County. Additional analysis of the mobile
data shows that Downtown Laguna Beach draws primarily along the coast from Newport Beach
to Dana Point. Downtown also attracts a substantial percentage of customers from inland
areas including Aliso Viejo, Laguna Niguel, Irvine, Mission Viejo, and other nearby areas.

In addition to these areas, Downtown Laguna Beach attracts customers from throughout
Orange County and beyond.

These observations have been verified through similar mobile analytics platforms which also
have data for a few centers and businesses located within Laguna Beach. While many
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businesses’ core customers live in Laguna
base includes visitors who originate from al

As stated earlier, Laguna Beach draws app

Beach or nearby communities, the total customer
| over Orange County and beyond.

roximately 6.3 million visitors per year (based upon

Visit Laguna Beach’s 2016 estimate). 96 percent of visitors are US residents. These visitors
contribute substantial sales to the City in general and to the Downtown Specific Plan area
specifically. The exact percentage is unknown, but it is significant nevertheless.

Figure 2.3
DSP Area Polygon Customer Origination Heat Map
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Figure 2.4
DSP Polygon Customer Origination by Block Groups
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2.7 Projected Growth in Local Resident Population

Finally, a look at the regional growth forecasts obtained from the Orange County Council of
Governments (OCGC), as part of the Southern California Association of Government (SCAG)
Regional Transportation Plan (RTP) 2020, shows that the DSP and the City are not projected to
growth much over the 25 year projection period.

e Forecasts for the DSP area obtained at the traffic analysis zone (TAZ) level shows
population and households staying flat, while employment is shown to grow slightly
from 1,376 jobs in 2016 to 1,476 in 2050.

e The DSP’s share of the City at 13.5 percent for population, 16.9 percent for households
and 23.9 percent for employment, remains steady over the projection period.

e According to these forecasts, the City population, household and employment growth
also remains flat over this period.
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Figure 2-5
Downtown Study Plan Area Traffic Analysis Zone (TAZ 1642)

| TAZ 1627
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Source: Stanley R. Hoffman Associates, Inc.
Orange County Council of Governments

Table 2-7
OCCOG Growth Forecasts: 2016-50
Downtown and Laguna Beach

2016-2030 2016-2050
Average Average
Annual Annual
Growth Growth

2016 2020 2030 2040 2050| Increment Rate Increment Rate

DOWTOWN (TAZ 1642)

Population 3175 3,178 3,181 3,181 3,181 6 0.0% 6 0.0%
Housing Units 2,193 2,194 2,195 2,195 2,195 2 0.0% 2 0.0%
Employment (Jobs) 1376 1,387 1415 1443 1476 39 0.2% 100 0.2%

CITY OF LAGUNA BEACH

Population 23,448 23,499 23,508 23,508 23,508 60 0.0% 60 0.0%
Housing Units 12,982 12,999 13,002 13,002 13,002 20 0.0% 20 0.0%
Employment (Jobs) 5773 5818 5938 6,058 6,183 165 0.2% 410 0.2%

DOWNTOWN SHARE OF CITY

Population 13.5% 13.5% 13.5% 13.5% 13.5%
Housing Units 16.9% 16.9% 16.9% 16.9% 16.9%
Employment (Jobs) 23.8% 23.8% 23.8% 23.8% 23.9%

1. All projection data adopted by the Orange County Council of Governments provided by City of Laguna Beach staff.

Source: Stanley R. Hoffman Associates, Inc.
Orange County Council of Governments, Orange County Tier 2 Projections 2018 Dataset, Developed by
The Center for Demographic Research, Cal State Fullerton.
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CHAPTER 3
RETAIL LAND USE INVENTORY

In this chapter we assemble an inventory of existing retail, dining and service business based on
a combination of primary field surveys and land use and parcel databases. Information
assembled includes:

e Types of tenants, tenant square feet, store vacancies, and location within downtown
subareas;

e Map of tenants on a parcel basis within the Downtown Specific Plan area as to type of
tenant;

e Current construction or future development potential within the downtown specific
plan (DSP) area; and

e Current construction or future development potential outside of the DSP area that could
result in competitive pressure on the downtown area

3.1 Inventory of Downtown Specific Plan Area, with Square Feet

Based upon parcel data provided by the City, the consultants were able to estimate square
footage for individual uses using an educated “best guess” methodology. City data included
square footage for buildings and for individual spaces but did not identify each space according
to its suite number or address. In some instances, specific uses such as food were identified.
Where data was not able to be identified by use, the consultant used an average size per space
in order to populate the inventory list with the estimated square feet by use and by category.
The following section summarizes retail, dining, and service uses by category and square
footage within the DSP area:

e As shown in Table 3-1, service uses account for the largest tenant category within the
DSP area, with about 40 percent of total uses and also 40 percent of total square feet.

e Specialty retail, including apparel, shoes, gifts, etc., is the next largest category.
Specialty retailers account for almost 29 percent of all uses, but only 20 percent of total
square feet.

e Restaurants and food uses account for approximately 15 percent of total uses and
almost 18 percent of total square feet.

e Art galleries and studios make up almost 10 percent of total uses and 9 percent of total
square feet.

e “Anchor” tenants such as grocery, automotive, pharmacies, etc. only account for 4
percent of uses but 10 percent of total space.

e The sales performance of a few major categories is addressed in the following chapter.
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Table 3-1
Summary of Uses and Square Feet
Downtown Specific Plan

Category #Uses % Uses SQ. FT. % SQ. FT.

Anchors 7 1.60% 58,006 6.90%
Art Galleries/Studios 42 9.50% 75,120 8.90%
Automotive 5 1.10% 12,147 1.40%
Food - Asian 6 1.40% 10,497 1.30%
Food - Bar/Grill 12 2.70% 28,843 3.40%
Food - Café 8 1.80% 14,498 1.70%
Food - Mexican 6 1.40% 17,193 2.00%
Food - Pizza 2 0.50% 4,209 0.50%
Food - Sit Down 19 4.30% 55,733 6.60%
Food - Specialty 12 2.70% 16,473 2.00%
Market - Convenience 4 0.90% 3,561 0.40%
Pharmacy (Independent) 2 0.50% 13,332 1.60%
Service-F,l,L,G,RE 87 19.70% 228,485 27.20%
Service - Medical, Misc. 48 10.90% 57,336 6.80%
Service - Personal 43 9.70% 51,360 6.10%
Specialty - All Others 76 17.20% 97,615 11.60%
Specialty - Apparel, Shoes 50 11.30% 69,023 8.20%
Vacancies 13 2.90% 26,206 3.10%
TOTAL 442 100.00% 839,637 100.00%
Summary

Anchors, Auto, Markets, Pharmacies 18 4.10% 87,046 10.40%
Art Galleries 42 9.50% 75,120 8.90%
Food Uses 65 14.70% 147,446 17.60%
Services - All 178 40.30% 337,181 40.20%
Specialty - All 126 28.50% 166,638 19.80%
Vacancies 13 2.90% 26,206 3.10%
TOTAL 442 100.00% 839,637 100.00%
Less Services 337,181

Retail, Dining, Art 502,456

Source: Stoffel Associates.
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3.2

Inventory of all businesses located within 1.25 miles of Coast Highway and Forest

As part of this study, we inventoried all retail, dining, and service uses located within
approximately 1.25 miles of the intersection of Coast Highway and Forest Avenue. This area
includes all of North Coast Highway within the City, South Coast Highway south to
approximately Diamond Street, and most of the uses along Laguna Canyon Road extending
beyond 1.25 miles.

Conducted at street level in April, May, and June of 2019, this inventory includes approximately
950 retail, dining, and service uses as well as vacant spaces. Uses were categorized into
common retail and service categories in order to understand the mix available to Laguna Beach
residents, employees and visitors.

The total inventory area includes over 125 restaurants and food establishments, and
approximately 119 specialty retailers including apparel, jewelry, beach, and other store
types.

The Downtown Specific Plan (DSP) area includes approximately 442 retail, dining, and
service uses. This includes approximately 65 restaurant and food uses, and 71 apparel,
jewelry, beach, and other specialty retailers.

North Coast Highway, northwest of the DSP area, includes approximately 123 retail,
dining, and service uses, of which only 12 are restaurants or food, and only 6 are
apparel, jewelry, beach, and other specialty retailers.

The South Coast Highway district, south of the DSP area, is the biggest competitive area
for Downtown. South Coast Highway (and adjacent streets) includes approximately 308
retail, dining, and service uses. It includes the recently repositioned “Hip District” which
stretches from Thalia Street to Bluebird Canyon.

The South Coast Highway district includes 47 restaurants and food establishments, and
40 apparel, jewelry, beach, and other specialty retailers.

Laguna Canyon Road, north of the DSP area, includes approximately 83 retail, dining,
and service uses. Only 3 are restaurants or food, and only 2 are apparel, jewelry, beach,
and other specialty retailers.
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Figure 3-1
Business Inventory 1.25 Miles Area
Downtown Specific Plan
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Figure 3-2
Business Inventory by Uses
Downtown Specific Plan
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Figure 3-3
Parcel Data with Business Inventory
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Comparisons of Laguna Beach with Competitive Retail Centers

In order to better understand how the merchant mix of the DSP area compares to other
districts and locally competitive shopping centers, the consultants inventoried retail, dining,
and services in the City of Carmel, Downtown La Jolla, Fashion Island, and Irvine Spectrum
Center. These are compared to the DSP area and merchants located within approximately 1.25
miles of Downtown along or near South Coast Highway.

For the DSP area, the most comparable areas are the South Coast Highway district in
Laguna Beach, the City of Carmel, and Downtown La Jolla. Fashion Island and Irvine
Spectrum Center, though not directly comparable are included because they are
competitive with Downtown Laguna Beach.

Compared to the other five districts and centers, the DSP area has the second highest
number of restaurant/food uses (65). Downtown La Jolla has 88, which represents over
41 percent of their total core uses.

The DSP area has the fourth highest number of apparel and shoe stores (50), and the
second highest number of jewelry/accessories stores (19). Only Carmel has more
jewelry/accessories stores (26). Downtown La Jolla has only 6.

The DSP area has the highest number of specialty and gift stores among the six districts
and centers (42).

Carmel has the highest number of art galleries and studios (70), much higher than the
DSP area. It should be noted, however, that the entire inventory area of Laguna Beach
includes approximately 110 art galleries and studios, much higher than Carmel.

Differences in the number of local serving uses such as hair/nails/spas and fitness
between the DSP area and South Coast Highway are large. There are only a combined
16 uses in the DSP area compared to 53 in the South Coast Highway district of Laguna
Beach. By comparison, Carmel has 26 uses and La Jolla has 17. It appears as if the South
Coast Highway district has become more of a resident-serving area than Downtown.
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Table 3-2
Number of Stores by Use across Competitive Retail Centers

Laguna So. Coast Carmel Downtown Fashion Irvine
Beach DSP Hwy. Laguna by-the-Sea La Jolla Island Spectrum
Core Uses
Restaurants 53 41 48 68 31 37
Food - Specialty 12 6 14 20 11 21
Apparel, Shoes 50 21 57 41 76 59
Home Furnishings, etc. 14 11 27 15 5 3
Jewelry, Accessories 19 7 26 6 2 4
Specialty/Gifts 42 30 33 24 24 30
Galleries/Studios 42 18 70 21 2 1
Hair, Nails, Spas 14 41 18 12 4 4
Fitness 4 12 8 5 3 2
Anchor Stores 2 1 0 0 4 2
Entertainment 5 1 0 0 1 4
Sub-Total 257 189 301 212 163 167
Other Uses
Services 158 82 133 140 4 3
Convenience Markets 4 2 0 0 0 0
Local Pharmacies 2 1 2 1 0 0
Specialty - Auto 0 1 0 3 2 0
Wine Tasting 0 0] 18 0 0 0
TOTAL ABOVE 421 275 454 356 169 170
Source: Stoffel Associates.
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Table 3-3
Percent Distribution of Store Use across Competitive Retail Centers

Laguna So. Coast Carmel Downtown Fashion Irvine
BeachDSP Hwy. Laguna by-the-Sea LaJolla Island Spectrum

% Of Core Uses

Restaurants 20.6% 21.7% 15.9% 32.1% 19.0% 22.2%
Food - Specialty 4.7% 3.2% 4.7% 9.4% 6.7% 12.6%
Apparel, Shoes 19.5% 11.1% 18.9% 19.3% 46.6% 35.3%
Home 5.4% 5.8% 9.0% 7.1% 3.1% 1.8%
Jewelry 7.4% 3.7% 8.6% 2.8% 1.2% 2.4%
Specialty/Gifts 16.3% 15.9% 11.0% 11.3% 14.7% 18.0%
Galleries/Studios 16.3% 9.5% 23.3% 9.9% 1.2% 0.6%
Hair, Nails, Spas 5.4% 21.7% 6.0% 5.7% 2.5% 2.4%
Fitness 1.6% 6.3% 2.7% 2.4% 1.8% 1.2%
Anchor Stores 0.8% 0.5% 0.0% 0.0% 2.5% 1.2%
Entertainment 1.9% 0.5% 0.0% 0.0% 0.6% 2.4%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Formula Establishments: *

Restaurants/Food: 7 7 1 11 28 41
Specialty Retail: 6 2 9 19 24 63
Total Formula Uses: 13 9 10 30 52 104

* Note: Does not include grocery, financial, medical, insurance, and automotive.

Source: Stoffel Associates.

Note: Formula establishments are characterized as being required to standardize menus, food
preparation, interior and exterior design.
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CHAPTER 4
RETAIL SALES PERFORMANCE

This chapter analyzes the retail sales performance for the Downtown Specific Plan area, Laguna
Beach and market area cities by detailed categories including retail and eating and drinking
places. Comparative retail taxable sales data and trends for evaluation of Laguna Beach
compared with its neighboring communities have been assembled based on the latest State
Board of Equalization taxable sales data by major retail categories. Additionally, evaluating
retail sales performance is important in understanding how the downtown area is currently
functioning, and in identifying high, medium and low performers within this area. Data for the
DSP have been assembled in coordination with City Finance Department to obtain aggregated
sales tax performance data by major retail categories in the downtown area.

4.1 Taxable sales comparison

The Downtown Specific Plan area is located within the City of Laguna Beach and near the cities
of Newport Beach, Irvine, Aliso Viejo, and Laguna Niguel. These cities provide the majority of
sales to businesses located in Downtown Laguna Beach so it is worth looking at how they
compare to Laguna Beach and other cities in Orange County in terms of providing an effective
sales environment.

In order to understand the relative retail sales position of Laguna Beach, the five cities were
compared to other cities located within Orange County (34 cities total). The 2017 calendar year
sales data was the latest year published by the California State Board of Equalization at the time
this report was produced. This comparison provides a measure of the market area’s relative
strength in major retail categories.

The five cities’ taxable sales performance was compared based upon:
Number of establishments in each major category
Average number of residents per store
Total taxable sales within each major category
Average taxable sales per store
Average taxable sales per capita

The following table indicates the rank of each city (relative to 34 total cities) in each major retail
category, as reported by the State Board of Equalization. Numbers in red indicate a city’s
ranking in the upper one-third of Orange County cities. Numbers in blue indicate a city’s
ranking in the lower one-third of Orange County cities. As shown in the table, Laguna Beach
has a few highlights.

e Although ranked 15" in number of Apparel stores, Laguna Beach ranks 7" in per capita
sales. Among the five compared cities, only Newport Beach ranks higher (3”’). The City
also ranks 32™ in average persons per store. This indicates that visitors to the City
contribute a large share of apparel sales.
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Table 4-1
Taxable Sales Comparison of Laguna Beach to Orange County Cities

Taxable Sales Performance of Laguna Beach, Newport Beach, Irvine, Aliso Viejo, and Laguna Niguel

(Compared to 33 Other Cities

Within Orange County) Total Number Persons Total Average Average
Number of Per Category Sales Per Sales Per

of Stores Store Sales Store Capita

Retail Category / City Stores Rank Rank Rank Rank Rank

Clothing & Accessories

Laguna Beach 223 15 32 17 23

Newport Beach 515 6 30 2 6 3
Irvine 692 5 14 6 11 12
Aliso Viejo 145 19 22 24 21 19
Laguna Niguel 142 21 11 16 14 17

General Merchandise

Laguna Beach 26 22 29 30 31 31
Newport Beach 55 13 19 14 9 12
Irvine 139 6 12 2 15 20
Aliso Viejo 20 28 6 25 14 24
Laguna Niguel 33 21 11 9 1 3

Food & Beverage Stores

Laguna Beach 29 26 31 26 15 5
Newport Beach 91 10 28 6 3 1
Irvine 166 6 9 4 18 23
Aliso Viejo 24 28 5 23 8 24
Laguna Niguel 36 21 6 12 2 10
Eating & Drinking

Laguna Beach 138 20 33 17 2 1
Newport Beach 429 9 31 3 1 2
Irvine 773 3 15 2 7 12
Aliso Viejo 80 30 3 29 11 30
Laguna Niguel 135 21 6 21 14 26
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Continued .....

Taxable Sales Performance of Laguna Beach, Newport Beach, Irvine, Aliso Viejo, and Laguna Niguel
Total Number Persons Total Average Average
Number of Per Category Sales Per Sales Per
of Stores Store Sales Store Capita
Stores Rank Rank Rank Rank Rank
Home Furnishings & Appliances
Laguna Beach 86 21 33 28 29 24
Newport Beach 212 7 30 15 24 17
Irvine 517 26 1 7
Aliso Viejo 64 24 14 11 1
Laguna Niguel 112 16 23 20 23 21
Other/Specialty Retail Stores
Laguna Beach 758 12 33 25 34 10
Newport Beach 1,222 29 13 7
Irvine 2,132 4 16 9 15
Aliso Viejo 350 25 9 21 12 23
Laguna Niguel 513 19 15 22 24 27
Building Materials
Laguna Beach 23 24 32 27 26 16
Newport Beach 42 10 21 22 23 23
Irvine 90 6 7 7 17 24
Aliso Viejo 11 30 3 25 13 26
Laguna Niguel 29 16 20 14 10 12
Auto Dealers & Supplies
Laguna Beach 21 27 16 25 22 22
Newport Beach 920 10 23 1
Irvine 159 8 3 6 11
Aliso Viejo 18 28 30 30 30
Laguna Niguel 38 24 15 8 12
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Continued .....

Taxable Sales Performance of Laguna Beach, Newport Beach, Irvine, Aliso Viejo, and Laguna Niguel
Total Number Persons Total Average Average
Number of Per Category Sales Per Sales Per
of Stores Store Sales Store Capita
Stores Rank Rank Rank Rank Rank
Gas Stations
Laguna Beach 9 26 32 30 31 25
Newport Beach 18 14 12 14 13 18
Irvine 32 8 4 3 3 29
Aliso Viejo 11 22 15 23 18 20
Laguna Niguel 11 21 6 20 19 28
Retail Stores Total
Laguna Beach 1,312 18 33 27 32 9
Newport Beach 2,673 29 7 4
Irvine 4,699 4 15 15
Aliso Viejo 723 26 9 24 19 29
Laguna Niguel 1,048 19 10 17 6 17
All Other Outlets
Laguna Beach 737 18 34 24 29
Newport Beach 2,009 30 4
Irvine 4,371 2 27 2 6
Aliso Viejo 550 25 12 22 17 22
Laguna Niguel 781 17 16 26 30 30
Total - All Outlets
Laguna Beach 2,049 18 33 28 33
Newport Beach 4,681 29
Irvine 9,070 4 22 2 8 9
Aliso Viejo 1,272 27 7 25 20 29
Laguna Niguel 1,828 19 12 18 15 20
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Continued .....

Persons
Per
Store

Rank

33
29
18
11
15

Total Average
Category Sales Per
Sales Store
Rank Rank
29 33
7 18
2 12
22 11
18 7

Taxable Sales Performance of Laguna Beach, Newport Beach, Irvine, Aliso Viejo, and Laguna Niguel

Total Number
Number of
of Stores

Stores Rank
GAFO Categories *
Laguna Beach 1,093 15
Newport Beach 2,004
Irvine 3,480
Aliso Viejo 579 25
Laguna Niguel 800 19
Population (2017)
Laguna Beach 30
Newport Beach 11
Irvine 2
Aliso Viejo 21
Laguna Niguel 16
*GAFO Categories include General Merchandise, Apparel, Home Furnishings, Other/Specialty

Note: Red numbers indicate rankings in upper 33% of cities.
Blue numbers indicate rankings in lower 33% of cities.

Source: State Board of Equalization, Dept. of Finance, Stoffel & Associates.

Average
Sales Per
Capita

Rank

22
5
15
20
12

e Laguna Beach ranks 5th in Food & Beverage store sales per capita although it ranks 26th

in number of stores and 31st in number of residents per store. This also indicates that
visitors contribute a large share of sales.

e Laguna Beach ranks 1*" in per capita sales of Eating & Drinking establishments and ranks
2" in average sales per establishment. Ranked 20" in number of establishments, and
33 in number of residents per establishment, this category provides clear evidence

that the City attracts substantial sales from out of town visitor patronage.

comparison, Aliso Viejo ranks 3" in number of residents per establishment but only 30"
in per capita sales. This indicates likely sales leakage from Aliso Viejo to Laguna Beach

and nearby cities.
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4.2

Other/Specialty retailers provide a similar story. Laguna Beach ranks 12" in number of
other/specialty retailers, and 10" in per capita sales. However, this category has an
apparent over-supply relative to sales. Although the City ranks 12" in number of stores,
it ranks 25" in total sales, 33" in number of residents per store, and dead last (34”’) in
average sales per store. This indicates that the City is over-provided in other/specialty
retail stores. It also indicates that out-of-town customers are not spending
proportionate to the supply that exists within the City and therefore, average sales per
store are low.

As good as the City ranks in the above categories, Home Furnishings is a category that
underperforms on most measures. Ranked 21* in number of stores, Laguna Beach
ranks no higher than 28" in other performance measures. Irvine and Aliso Viejo rank
high in total sales, average sales per store, and average sales per capita.

Additional retail categories such as general merchandise, building materials, and auto
dealers under-perform in relation to nearby cities.

City of Laguna Beach Sales Capture

Due to the City’s reliance on visitor spending, it is no surprise that a few retail categories
achieve higher than normal capture rates when compared to demand generated only by Laguna
Beach residents. Table 4-2 shows each of the major categories with resident demand estimates
and capture rates. Grocery and drug store taxable collections have been adjusted to account
for the sales of non-taxable goods.

The two highest capture rates come from miscellaneous retail and from restaurants and
food establishments. Miscellaneous retailers include gift shops, art galleries/studios,
electronics, etc.

Miscellaneous retailers capture approximately 200 percent of resident demand. With
almost $30 million in resident demand, miscellaneous retailers had approximately $S60
million in sales during 2018. A normal capture rate for an inland city would likely be in
the 25 to 35% range. This indicates substantial inflow of sales from City visitors.

The next highest capture rate is for restaurants and food. With over $124 million in
resident demand, Laguna Beach restaurants and food establishments had approximately
$246.5 million in sales during 2018. This equates to a capture rate of 198.5 percent.
This shows how dependent City restaurants are on out of town customers.

Other categories that capture much higher sales than typical include food stores,
sporting goods, specialty retailers, and apparel/accessories.

Given higher-than-average capture rates for various uses, categories such as furniture,
drug stores, and electronics should be performing better.
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Table 4-2
City of Laguna Beach Sales Capture of Resident Demand

Resident 2018 Sales Sales Tax 2018 Sales Est. Total City Sales
Category Sales Demand * Tax Actual * Adjustment**  Tax Adjusted  Taxable Sales Capture
Misc. Retail (Incl. Electronics) $29,826,972 $598,892 100.0% $598,892 $59,889,200 200.8%
Restaurants and Food $124,141,940 $2,464,656 100.0% $2,464,656 $246,465,600 198.5%
Food Stores/Grocery (N/I Lig.) $97,175,370 $281,807 30.0% $938,417 $93,841,731 96.6%
Auto Sales - Used $15,441,628 $138,465 100.0% $138,465 $13,846,500 89.7%
Sporting Goods, Recreation $11,962,194 $99,762 100.0% $99,762 $9,976,200 83.4%
Apparel/Accessories $46,131,652 $317,550 100.0% $317,550 $31,755,000 68.8%
Auto Parts, Repairs $12,418,420 $71,830 100.0% $71,830 $7,183,000 57.8%
Furniture/Appliances $24,240,069 $82,233 100.0% $82,233 $8,223,300 33.9%
Service Stations $68,089,133 $226,147 100.0% $226,147 $22,614,700 33.2%
Building Materials (N/I Nursery) $65,684,117 $207,655 100.0% $207,655 $20,765,500 31.6%
Drug Stores $44,078,541 $72,390 65.0% $111,369 $11,136,923 25.3%
Florist/Nursery $9,830,754 $21,445 100.0% $21,445 $2,144,500 21.8%
Liquor Stores $13,327,331 $20,207 100.0% $20,207 $2,020,700 15.2%
Electronic Equipment $14,488,932 $2,015 100.0% $2,015 $201,500 1.4%
SUB-TOTAL ABOVE $576,837,053 $4,605,054 86.9% $5,300,644 $530,064,354 91.9%
Other Categories:
General Merchandise - Demand $108,355,290 $51 100.0% $51 $5,100 0.0%
Other Motor Vehicle Dealers $18,001,289 $12,941 100.0% $12,941 $1,294,100 7.2%
Non-store Retailers $111,922,140 $264,116 100.0% $264,116 $26,411,600 23.6%
Auto Sales - New $148,848,019 S0 100.0% S0 S0 0.0%
Sub-total, Other Categories $387,126,738 $277,108 100.0% $277,108 $27,710,800 7.2%
TOTALCITY $963,963,791 $4,882,162 $5,577,752 $557,775,154 57.9%
* Note: Demand figures are estimated by Claritas, Inc. Sales tax data from City.
** Note: Assumes that 30% of grocery and 65% of drug store sales are taxable.

Source: Stoffel Associates; Based on Claritas Inc.

4.3 Downtown Laguna Beach as Percent of Total City

The continued performance of Downtown Laguna retailers and restaurants is critical to the City.
As shown in Table 4-3, the sales of various retail-oriented categories is shown as a percent of
the total City sales (i.e. how important the sales are for the overall City tax base), and then in
the last column Downtown establishments as a share of total City sales within the same retail
store category (i.e. a concentration measure of Downtown sales).
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e For example, restaurant sales in the City of Laguna Beach contribute approximately 50.5
percent of total City taxable retail sales, while Downtown restaurants constitute about
44 percent of all restaurant sales within Laguna Beach (Downtown concentration).

e On the other hand, apparel stores contribute only 6.5 percent of total City sales, while
Downtown apparel shops represent over 71 percent of total City apparel sales.

e Recreation products contribute only 2 percent of total City sales, but 77 percent occur in
Downtown.

e Miscellaneous retailers only contribute 12 percent of total City sales and 57 percent are
in Downtown.

e Food markets contribute only 5.8 percent of City sales and almost half occur Downtown.

Table 4-3
Downtown Capture of Citywide Sales

Citywide Citywide Downtown
Tax - 2018 % Sales % of City
RESTAURANTS $2,464,656 50.5% 43.9%
MISCELLANEOUS RETAIL $598,892 12.3% 57.4%
APPAREL STORES $317,550 6.5% 71.3%
FOOD MARKETS $281,807 5.8% 49.3%
AUTO SALES - USED $138,465 2.8% 99.8%
BLDG.MATLS-WHSLE $139,053 2.8% 81.8%
RECREATION PRODUCTS $99,762 2.0% 77.0%
FURNITURE/APPLIANCE $82,233 1.7% 86.2%
AUTO PARTS/REPAIR $71,830 1.5% 96.5%
BLDG.MATLS-RETAIL $68,602 1.4% 86.2%
LIGHT INDUSTRY $33,088 0.7% 84.7%
BUSINESS SERVICES $50,466 1.0% 40.9%
DRUG STORES $72,390 1.5% 25.6%
FLORIST/NURSERY $21,445 0.4% 60.4%
OFFICE EQUIPMENT $13,614 0.3% 92.8%
FOOD PROCESSING EQP $11,498 0.2% 95.8%
LIQUOR STORES $20,207 0.4% 50.5%
LEASING $6,813 0.1% 99.5%
MISC. VEHICLE SALES $12,941 0.3% 50.3%
HEAVY INDUSTRY $11,722 0.2% 51.8%
HEALTH & GOVERNMENT $13,745 0.3% 38.1%
|.T. INFRASTRUCTURE $4,409 0.1% 100.0%
MISCELLANEOUS OTHER $118,694 2.4% 1.8%
SERVICE STATIONS $226,147 4.6% 0.8%
DEPARTMENT STORES $51 0.0% 86.3%
CHEMICAL PRODUCTS $26 0.0% 0.0%
ELECTRONIC EQUIPMENT $2,015 0.0% 0.0%
ENERGY SALES $41 0.0% 0.0%
AUTO SALES - NEW S0 0.0%
TOTAL $4,882,162 100.0% 50.5%

Source: Stoffel Associates; Based on City of Laguna Beach
Finance Department
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4.4

Taxable Sales Performance by Major Category

Other than restaurants, most retail categories located within the DSP area under-perform by
retail industry standards, as measured in terms of retail sales per square foot.

As shown in Table 4-4, restaurants and specialty food uses account for approximately 44
percent of total DSP area sales. With $108.2 million in total sales, the 65 establishments
account for approximately 148,500 square feet. This equates to average sales of $1.67
million per establishment and $729 per square foot.

Other/miscellaneous/specialty retailers (including art galleries and studios) account for
14 percent of total Downtown sales within the DSP area. With $34.4 million in in total
sales, the 106 stores account for approximately 145,900 square feet. This equates to
average sales of $324,000 per establishment and $236 per square foot. This is well
below industry standards.

Apparel and shoe stores account for 9 percent of total Downtown sales within the DSP
area. With $22.6 million in total sales, the 52 establishments account for approximately
77,000 square feet. This equates to average sales of $435,200 per establishment and
$294 per square foot. This also, is below industry standards.

Recreation products stores account for 3 percent of total sales in the DSP area. With
$7.6 million in total sales, the 5 establishments account for approximately 12,800
square feet. This equates to average sales of $1.5 million per establishment and $602
per square foot. This is above industry standards.

Table 4-4
Performance of Major Retail Categories within Downtown

% of Total Total  #of
Total Tax Downtown Taxable Establish- Est.Sqg.Ft. Avg.SalesPer  Avg. Sales
Category Downtown Sales Sales ments Total Cat. Establishment  PerSaq. Ft.

RESTAURANTS $1,081,916 43.9% $108,191,600 62 148,463 $1,745,026 $729
MISCELLANEOUS RETAIL  $343,829 13.9% $34,382,900 106 145,913 $324,367 $236
APPAREL STORES $226,281 9.2% $22,628,100 52 77,016 $435,156 $294

RECREATION PRODUCTS $76,855 3.1% $7,685,500 5 12,770 $1,537,100 $602

Source: Stoffel Associates; Based on City of Laguna Beach Finance Department
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4.5 Taxable Sales — Downtown Compared to City — Major Categories Since 2010

The following charts illustrate the relative ratio of Downtown sales to Citywide sales in seven
major categories from 2010 through 2018, based on information provided by the City Finance
Department. These include Restaurants, Miscellaneous Retail, Apparel Stores, Grocery Stores,
Drug Stores, Furniture/Appliance Stores and Recreation/Sporting Goods Stores.

Figures 4-1 through 4-7 illustrate a few trends for the City in general and for Downtown in
particular.

e Restaurant sales within the City increased over 35% from 2010 through 2017. During
the same period, Downtown’s dining sales increased almost 28%. Both the City and
Downtown experienced a slight decline in 2018.

e Citywide miscellaneous retail stores have gradually increased sales since 2010, but sales
have leveled out in recent years. Downtown stores have been fairly constant during the
past four years of reporting.

e Apparel store sales within the City peaked in 2014 at $37.8 million and have declined $6
million (15.8%) through 2018. Downtown apparel sales peaked in 2013 and declined
12% through 2017, but saw a small increase in 2018. Downtown apparel stores’ share
of total City sales has increased during the past several years.

e Citywide grocery stores have seen a 7% decline since the peak in 2015. Downtown
grocery sales have been fairly constant since 2015.

e Drug store sales in the City have been fairly constant since 2019, with gradual increases
in sales. Downtown drug store sales saw a big increase in 2018.

e Citywide furniture and appliance stores have declined approximately 29% since 2016.
Downtown sales have gradually increased since 2011. In addition, Downtown’s share of
City sales rose to its highest level in 2018.
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Figure 4-1
Annual Restaurant Sales: 2010-18
Laguna Beach and Downtown
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Figure 4-2
Annual Miscellaneous Retail Sales: 2010-18
Laguna Beach and Downtown
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Figure 4-3
Annual Grocery Sales: 2010-18
Laguna Beach and Downtown
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Figure 4-4
Annual Apparel Sales: 2010-18
Laguna Beach and Downtown
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Figure 4-5
Annual Furniture and Appliance Sales : 2010-18
Laguna Beach and Downtown
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Figure 4-6
Annual Drug Store Sales : 2010-18
Laguna Beach and Downtown
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Figure 4-7
Annual Recreation Product Store Sales : 2010-18
Laguna Beach and Downtown
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CHAPTER 5
DOWNTOWN BUSINESS SURVEY

5.1 Overview

As part of our efforts to collect detailed first-hand information on retail conditions in
Downtown Laguna Beach, SRHA and Stoffel Associates worked with the City and Chamber of
Commerce to design and administer an online survey focused on business owners/operators
and property owners and managers. During the planning of the survey, we learned that the
Chamber of Commerce email list also included several residents of Laguna Beach and other
nearby cities. Because of this a few additional questions were added for these respondents.
This was viewed as an opportunity to solicit additional feedback regarding Downtown Laguna
Beach. The main purposes of this business survey were as follows:

e To ascertain the current retail/services mix and performance of businesses in the
Downtown;

e To generate a customer profile of these businesses;

e To understand the competitive context and growth opportunities and challenges
confronting Downtown businesses;

e To examine factors intervening in the attraction of new retail and service operations
within the Downtown, based on additional inputs from property owners and managers;
and,

e To identify supply gaps in the Downtown, in its ability to capture and retain local
demand for goods and services, based on additional inputs from City residents on their
shopping preferences.

The survey was broadly divided into a set of common classification questions to all survey
respondents, followed by more specific questions for each group. The City of Laguna Beach and
the Laguna Beach Chamber of Commerce played vital roles in the survey implementation
process by reaching out at scale to members of the above three groups in an unbiased manner.

The online survey was held over a period of two weeks in November 2019, over which time, a
total of 184 responses were received with a completion rate of 75 percent and an average of 8
minutes completion time. Efforts were made to reach out to a broad base of stakeholders, and
in some cases there was an overlap between at least two of the three group identifications.
Respondents were asked to self-identify with stakeholder groups (business owners/operators,
property owners/operators, or residents) most applicable to them. Of the total responses, close
to 60 percent of the respondents self-identified as ‘Business Owners’ as their primary identity,
16 percent as “Property Owners”, and 18 percent as ‘Residents’.
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5.2 Methodology

The survey was implemented online on the Survey Monkey platform, which allows for a fairly
rapid collection and analysis of responses. The website link and a QR Code to the online survey
were shared with the three stakeholder groups through a combination of email outreach, and
letters that were mailed out and hand-delivered.

The Laguna Beach Chamber of Commerce conducted an email outreach to its base of over
2,000 members, which included stakeholders across all three groups. The Chamber additionally
carried out an in-person outreach of all Downtown businesses by hand-delivering letters to
responsible on-site personnel. The City of Laguna Beach similarly conducted an outreach
focused on property owners through letters that were mailed out to over 200 stakeholders in
the Downtown area inviting them to participate in the online survey.

A profile of challenges and opportunities for the Downtown is presented next based on a
combination responses from business owners/operators and property owners.

5.3 Common Issues Facing the Downtown

e According to the responses, the primary reason why customers visit Downtown include
dining, beach and recreation, shopping, and visiting art galleries. The Festival of Arts,
Pageant of the Masters, and Sawdust Art Festival has a spillover impact on the
Downtown.

e The top challenges identified by respondents for the overall Downtown context include
the following:

0 High land prices and high rents have increased the cost of doing business,
combined with local opposition to change, and is making redevelopment more
difficult.

O The built environment is deteriorating with increasing vacancies, dimly-lit
streets, older infrastructure, and lower street maintenance. The increase of the
transient population is indicated as drag on Downtown’s image.

O Besides cost, the Conditional Use Permit (CUP) process is restrictive and is
keeping innovative and fresh businesses out. A variety of respondents point to
the lengthy and uncertain CUP permitting process.

0 Lack of parking and parking garages for visitors, clients and Downtown workers is
proving to be a major barrier, combined with traffic congestion, while there is a
need for safer pedestrian circulation.
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Issues Confronting Business Owners

Based on responses from the business owners group, retail product and services in the
Downtown area have a heavy tilt toward visitors and tourists, in addition to Laguna
Beach residents. Responses also indicate attracting other Orange County residents.

Retail and services in the Downtown are oriented toward the typical Gen X and younger
Boomer customer (Age 39 to 54 years), with lower attraction of Millennials (Age 21 to
38 years) or older individuals. This profile provides a disconnect from actual age groups
of Laguna Beach residents. 61 percent of businesses say the age group from 39 to 54
years is their typical core customer, yet only 22 percent of Laguna Beach residents are
within this age group.

According to the survey, shopping and dining centers and districts viewed as most
competitive by businesses are heavily skewed to the north. Fashion Island, South Coast
Plaza, Corona Del Mar, Irvine Spectrum and areas near these centers account for
approximately 55 percent of all responses.

Specifically, competitive centers identified include Fashion Island, Balboa Island, Irvine
Spectrum, South Coast Plaza and Lido Marina Village. More broadly respondents also
identified, the Disney Resort area, hotels along the Orange County coast, and the
Orange County Fair.

In terms of specific businesses, respondents single out Amazon and other online
retailers as the biggest threat to their operations. Additionally, the current saturation of
the Downtown with too many similar businesses is identified as an ongoing drag on
sales.

A majority of the respondents think that the business climate in the City has worsened
in the past few years. Reasons provided include:

0 Deteriorating built environment that is turning away high end tourists, higher
numbers of day visitors and lower overnight stays, beach visitors are less likely to
buy apparel and accessories and visit galleries.

0 Restrictive City policies, red-tape and permitting process is making
redevelopment and remodeling more difficult, which is dissuading property
investment, and projects are becoming less feasible.

0 Lower pedestrian flow and higher traffic congestion, parking problems, while
downtown closures are contributing to lowering inflow of traffic and customers.
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5.5

O Restrictions on tourist lodging opportunities within the City, including the ban on
short-term vacation rentals such as AirBnB is seen to have dissuaded tourists
with money to spend locally, and has impacted sales.

Respondents indicate an over-supply of the same type of stores as major drag on
performance. When asked what types of businesses appear to be over-provided in
Downtown, the combined 125 responses from businesses and property owners show
three categories most mentioned. These include specialty retail (19%), apparel (17%),
and restaurants/food (15%).

Almost one fifth of respondents said no categories were over-provided and several
added that customers would ultimately decide how which uses succeed and which uses
fail. This sentiment was offered by several respondents.

When asked what types of businesses in Downtown Laguna Beach are missing or under-
provided and should be encouraged, the responses were very interesting.

O Restaurants were the top response. Almost 30 percent of all responses
mentioned restaurants of some kind. The top category was quick casual
restaurants.

0 A variety of specialty retail was the second most mentioned category with 16
percent of all responses mentioning various types of specialty retail.

0 Women’s apparel received 9 percent of mentions and chain stores received 7
percent.

0 Other key mentions included “better stores of all kinds” (6%), movies, and night
life/music.

0 Additional businesses that are missing according to the respondents include
branded retail stores in women’s clothing and cosmetics, luxury boutiques,
electronics, high-end and greater variety of restaurants, sports bars, wine-
tasting, and kids activities.

Issues Confronting Property Owners

Of the total 29 responses from property owners, 19 owned premises that were oriented
toward tourism functions — apparel and accessories, fast casual or fast food, specialty
retail and gifts, art gallery or studio, and other retail.

Property owners identified several issues and market forces as barriers to entry for
businesses considering location in Laguna Beach, including:
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0 High rents combined with regulation on approved retail uses under the CUP
process. It is suggested that existing businesses support the CUP process in order
to thwart new entrants.

0 Lengthy and complicated approval and permitting process makes development
costly and time consuming. The local economy is seasonal, but restrictions on
vacation rentals are causing businesses to not be able to leverage potential
demand.

0 Traffic congestion and parking are again identified as a major drag on economic
activities.

e Property owners also identified changes to the business climate that have affected real
estate development, including:

0 The brick and mortar retail is facing a stiff challenge from online sales, especially
Amazon. Business is down for retail and restaurant activities.

e Some property owners also identified practices where other property owners hike rents
after the expiry of leases forcing businesses to relocate. The area is experiencing a high
retail tenant turnover.

e Many respondents mentioned that the CUP process is making it harder to find new
tenants to fill vacancies, as there is no certainty of approval even after a lengthy
process.

e A majority of respondents also indicate that businesses in the Downtown area may not
necessarily be characterized as ‘over-provided’. It is suggested that this term is often
used by existing businesses to thwart new entrants and competition.

e However, property owners also indicate the need to attract new businesses in retail
categories including branded apparel, high-end restaurants, and sports stores. Resident
targeted specialty markets, wine stores and convenience stores for daily needs. Other
potential uses include a theatre and high-end boutique hotels.

5.6 Observations from Residents

e The Chamber on-line survey included a total of 33 responses from Laguna Beach
residents, who indicated that over a period of three months they visited on average 26
times in the Downtown area for retail and services essentials like groceries, pharmacies,
salons and other services.
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e This is contrasted, for the same three month period, to only 8 times visited on average
for discretionary goods such as apparel and accessories, and around 16 times for dining.

e The most popular areas outside Downtown where residents indicate either shopping or
dining include the South and North Coast Highway in Laguna Beach. Outside the City,
popular spots include Crystal Cove Promenade, Fashion Island, South Coast Plaza, the
Irvine Spectrum, Aliso Viejo Town Center, Shops at Mission Viejo, and Corona Del Mar.

e City residents identify several positives for the Downtown area, including the casual and
pretty ambience, convenience, walkability, and a sense of community. The Laguna
Beach trolley is a unique feature to the City.

e Factors residents find unfavorable include crowding during summer, lack of retail
variety, and high cost of goods and services. Retail is tourist-oriented and has too many
of the same stores.

e Some also suggest that the Downtown is not exciting and too quiet and dull, especially
in the late evenings. Poor parking availability and traffic congestion are highlighted as
unattractive.

e Retail stores and services that residents expressed a greater desire to see include more
variety of high-end dining experience, restaurants with patio and outside seating, and
family restaurants, and branded flagship and high-end clothing stores. Also indicated
was more orientation toward the younger adult population.

e Resident-oriented uses are also desired including grocery stores like Trader Joes, delis
and fish markets, wine and liquor stores, and convenience stores.

5.7 Solutions Highlighted by Respondents

Top solutions identified by respondents for the overall Downtown context include the
following, as organized by groups:

e Business owners suggest improvements and initiatives that could improve the
Downtown’s retail ambience and performance, including:

0 Business supportive environment with a speedier review process that allows for
new development, while expanding permitted uses in the Downtown currently
restricted under the CUP. Rent control could be explored to retain businesses.

O Built-environment improvements including signage over a larger area,
coordinated street fronts, and better street lighting.
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0 Attracting high spending tourists remains critical for Downtown’s continuing
growth. This will require improvements to the current parking situation,
including garages and lower requirements for new businesses, and institute
appropriate fees for controlling congestion and improve parking for Downtown
employees.

0 Opening a luxury hotel in the Downtown area that attracts higher income
tourists will help. Another look at vacation rentals including safeguards for
residents.

0 There is great potential for more Downtown social and networking events, which
can link beach recreational and sports activities to retail, dining and arts
experiences.

e Property owners’ suggestions to improve the development context in the Downtown
include:

0 Easing up of the CUP process, and regulation and codes to encourage developer
interest and spur new development. Also, streamline the application process.
There is also a need for greater clarity and uniformity on what is permitted and
restricted.

0 Parking requirements should be eased for new development, and be decoupled
from use as not to act as barrier for new investment.

O Vacation rental restrictions need to be relaxed that could benefit both property
owners and retailers.

0 The City needs to be more proactive about recruiting new businesses in a formal
way, in collaboration with the Chamber.
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CHAPTER 6
TENANT STRATEGY FRAMEWORK MATRIX

This chapter concludes with the Downtown Specific Plan (DSP) Tenant Strategy Mix that
identifies uses with potential for growth in the DSP area, while also providing recommendations
on the ongoing use of Table 6-1: Allowed Uses and Permit Requirements in the DSP area. We
have taken into account major observations from our preceding set of analyses, that inform the
tenant strategy mix, including the current draw of retail into the DSP area, the overall
performance of the DSP area and Laguna Beach, and insights on store-level performance by
detailed retail goods and services store categories.

6.1 Tenant Use Strategy for the Downtown Specific Plan Area

e The following tables (Tables 6-1a through 6-1e) are based upon the proposed use table
in the draft Specific Plan. Original permitting guidance is identified as “Orig.”
Recommended changes or additions to uses within the table are shown in yellow and
identified as “Rec.”.

e The tables include the same sub-area definitions as in the original table.

e Major areas of recommended changes include eating and drinking establishments and
office use (Table 6-1a), retail uses (Table 6-1b and 6-1c), and service uses (Table 6-1d).

e As shown in Table 6-1a, the suggested approach to eating and drinking establishments
attempts to provide some differentiation by type of business. Instead of having only
three categories (bars and lounges, full-service restaurants, and non-full service
restaurants), the matrix makes a distinction by types of alcohol served and the hours in
which they are served. The table differentiates between alcohol service ending before
or after 10:00 p.m., but this could realistically be changed to 11:00 p.m. if desired by the
City.

e Eating and drinking categories are further expanded to include take-out service, fast
casual restaurants, deli/lunch restaurants, and desserts.

e |n addition, Table 6-1a includes another new category “Incidental food, beverages
within retail establishments.” This category is intended to accommodate a growing
trend in which better retailers include very limited drinks and snacks within their stores
with the intention of keeping customers to spend more time shopping. Actual space
within a store would be limited to no more than three percent of total leasable area.
We recommend that this area should not be calculated differently with regards to
parking requirements.

e Retail categories have been expanded to include more specific reference to major
categories that are present or encouraged in the DSP area, as shown in Tables 6-1b and
6-1c.
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e Service uses are expanded to include fitness uses according to size and hair salons, nail
salons and spas, as shown in Table 6-1d.

ALLOWED USES AND PERMIT REQUIREMENTS
Recommended Changes and Additions Shown in Yellow.
Table 6-1a

Land Use

Eating and Drinking Establishments
With Wine and Beer Service Ending at or before 10:00 p.m.

With Wine and Beer Service Ending after 10:00 p.m.
With Full Alcoholic Beverage Service Ending at or before 10:00 p.m.

With Full Alcoholic Beverage Service Ending after 10:00 p.m.

With Live Entertainment and/or Dancing Ending at or before 10:00 p.m.

With Live Entertainment and/or Dancing Ending after 10:00 p.m.
With Take-out Service

Fast Casual Restaurants (No alcohol, no waiter service)

Deli - Lunch, Sandwiches, Casual (No alcohol)

Ice Cream, Confectioner, Dessert, Coffee

Incidental Food, Beverages Within Retail, Service Establishments

Office Uses

Business, Professional

Medical, Dental, Clinics

Located on Second Floor

Rec. [a] Subject to approval by Director of Community Development

Table 6-1a
Tenant Use Matrix Part 1: Dining and Office Uses
Laguna Beach Downtown Specific Plan Area

Original CBD-1  CBD-2 CBDVC CBDOffice CBDMFR CBDPP  Arts  CBDCB
DSP or Resident Downtown Visitor Multi- Public Arts Central
Rec. Serving Comm'l Comm'l Office Family Parks District Bluffs

Rec. [ P [ Pl@ [ P [cupp) | - -
Rec. [ cup(b) ] cup(b) Jcupo) | cupp) | - - CUP (b)
Rec. [ P@ [ P@ [ P@ [cuem) ]| - -
Rec. [cup(b) ] cup(b) Jcup(b)| cupib) | - - [ cup(b)
Rec. [ P@@ [ Pla [ P@ [cupp) ]| - -
Rec. [cup(b)| cup(b) Jcup(b) [ cup(b) | - -
w (P T 7 To T 5] - - ol o]
Ree. | P | P | P Jcwpw) ] - -
Ree. [ P | P [ P Jowwm | - -
orig. _ Cup cup cup - - - cup cup

Rec. [cup(ba] P(bo [Pbo | - - -
Rec. [ P(d) [ P) [ Pd) [cupie) ]| - -
Orig. _ Ccup cup - P - - cup -

Rec. [P-2ndFI] P-2ndFl [P-2ndFI] P - -
Orig. CcupP cup -- -- -- -- --

Ree. [P | cup cup P - - [ ] cur

Orig. P P P P - - cup P

Rec. [b] CUP specific only to hours of operation, and other operational issues, not menu.
Rec. [c] Limit of 15 total combined ice cream, confectioners, dessert, coffee establishments within DSP.
Rec. [d] ] Incidental food, beverages within apparel stores, jewelry, stores, gart galleries, hair/nail salons,

aimed at existing in-store customers, not to exceed 3% of total GLA.

Source: Stoffel Associates
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Table 6-1b
Tenant Use Matrix Part 2: Recreation, Residential and Retail Uses
Laguna Beach Downtown Specific Plan Area

ALLOWED USES AND PERMIT REQUIREMENTS
Recommended Changes and Additions Shown in Yellow.

Table 6-1b Original CBD-1 CBD-2 CBDVC CBD Office CBDMFR CBD PP Arts CBDCB
DSP or Resident Downtown Visitor Multi- Public Arts Central
Land Use Rec. Serving Comm'l Comm!'l Office Family Parks District Bluffs

Recreation, Education and Public Assembly Uses

Convalescent Facilities Orig. - -- - CUP CUP - - -
Cultural Institutions Orig. -- Ccup CcupP cup -- -- CcupP CcupP
Municipally Owned or Operated Buildings Orig. CupP -- - CuP -- P(1) CupP --
Commercial or Community Recreation and Entert. Orig. Cup - Cup Cup - - CupP Cup
Schools, Public and Private Orig. - - - CcupP - - cup -

Movie Theaters, with or without dine-in service and alcoholic beverages  Rec. P P P CUP - -

Residential Uses

Residential (2) Orig. P P CupP P P - Cup Cup
Artists' Work/Live Orig. -- -- -- cup -- -- CcupP CcupP
Guest Houses, Guest Rooms Orig. - -- - - P - -- -
Retail Uses
Art Galleries (3) Orig. - cuP cupP -- - - cuP cuP
e (7 T » T »p Tan] -~ - [pT ¢}
Food, Retail - Pre-pack/takeout off-site consumption (4) Orig. CUP CUP CUP CuUP - - CUP CUP
e Lo T e T o] ar - - ol r]
Market, Grocery Stores, Health Food Stores (5) Orig. CUP CUP - CupP - - CUP --
OtherRetail{s) Odg.  cup cup cup cup = = cup cup
Retail Supply Stores (7) Orig. CuUP Ccup -- cup -- -- CUP --

e o T¢I 7] ar - - [Ce T 7]

[1] Park buildings and facilities, owned or operated by a governmental agency, whose function enhances the public’s enjoyment of the public park.
[2] Excluding timeshares and subject to standards outlined in Chapter 5 of the Downtown Specific Plan.

[3] A substantial portion of the merchandise shall be original or numbered, limited edition artwork.

[4] Pre-packaged and/or takeout for off-site consumption only with no on-site seating. May include the sale of alcohol for off-site consumption only;
however, shall not be allowed within 200 yards of Main Beach.

[5] The sale or dispensing of alcoholic beverages for off-premises consumption in establishments 5,000 square feet or less in size

or sell alcoholic beverages as its principal business shall be prohibited within 200 yards of Main Beach.

6l Re esm A de-the eo oholfore e-consumption-onhv-howeve h not-be-allowed-within200vards-of-Ma

[7] Including but not limited to yardage, hardware, auto parts, plumbing, appliances, paint and glass, garden supplies, art supplies,
office supplies, etc., with no open storage of materials or equipment.

Source: Stoffel Associates
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Table 6-1c
Tenant Use Matrix Part 3: Retail Uses (cont.)
Laguna Beach Downtown Specific Plan Area

ALLOWED USES AND PERMIT REQUIREMENTS
Recommended Changes and Additions Shown in Yellow.
Table 6-1c

Land Use

Retail Uses (cont.)
Apparel, Shoes (Not including stores with 35%+ of SKU's in t-shirts)

Electronics/Computers/etc.

Home Furnishings and Accessories

Jewelry and Accessories

Optics Stores (prescription glasses, sunglasses, etc.)
Specialty Retail (No sale of alcohol or cannabis-related items)
Recreation, Sporting Goods

Specialty Wine & Spirits

T-Shirt Stores (35%+ of SKU's devoted to t-shirts, related novelty items)
Temporary "Pop Up" Stores

Thrift, Consignment, Pawn Stores

Wine Tasting Shops

Visitor-Oriented Gifts, Souvenirs

Branded Stores in Any of the Above Categories

Original CBD-1 CBD-2 CBDVC CBD Office CBD MFR
DSP or Resident Downtown Visitor

Rec. Serving Comm' Comm!l  Office
Rec. p | p T P T cuo |
Rec. P | p T P T cor |
Rec. p | p T P T cor |
Rec. p | p | P T cuo |
Rec. p | p T P T cor |
Rec. [ P(e) | Ple) [ Ple) | cuple] |
Rec. p | p T P | cuo |
Rec. p | p T P T cor |
Rec. | cop | cop | cop | cupr |
Ree. [ P(H [ P | P(H | cup |
Rec. | cop | cop [ cop [ cup |
Rec. P | p ] cop | cor |
Rec. ~ [ cor T °» T = ]
Rec. [ Pie) | P [ P [ cure |

Multi-
Family

CBD PP
Public
Parks

Arts
Arts
District

P (f)

g
o

EEEEEEREREEEE

Rec. [e] Including but not limited to books/magazines, collectibles, florists, hobbies, luggage and leather goods, musical instruments, stationery, toys/games.

Rec. [f] Temporary “Pop Up” stores allowed for up to 90 days. Uses may be replaced by a different “Pop Up” store with a different operator.

Rec. [g] Merchandise mix must be comparable to most of the applicant's other stores. Store design and architecture must reflect the unique character of Lagu

Limit of 20 total combined branded retail stores within DSP.

Source: Stoffel Associates
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ALLOWED USES AND PERMIT REQUIREMENTS
Recommended Changes and Additions Shown in Yellow.
Table 6-1d

Land Use

Service Uses
Animal Grooming

Artists' Studios (8)

Child Care
Dry Cleaning, Laundry Facilities
Family Day Care, Large

Financial Institutions

Massage Establishments

Music Studios (9)

Packaging and Postal Services

Pharmacies

Printing, Duplicating Services

Fitness (<2,000 sf) (Yoga, Pilates, Boxing, Barre, Spin, etc.)
Fitness (2,000 - 4,000 sf) (Yoga, Pilates, Boxing, Barre, Spin, etc.)
Hair Salons, Barbers, Nail/Skin Care Salons, Spas

Personal Services - Not listed above (10)

Table 6-1d
Tenant Use Matrix Part 4: Service Uses
Laguna Beach Downtown Specific Plan Area

Original CBD-1 CBD-2 CBDVC CBD Office CBDMFR CBD PP Arts CBDCB
DSP or Resident Downtown Visitor Multi- Public Arts Central
Rec. Serving Comm'l Comm'l Office Family Parks District Bluffs
Orig. Ccup CcupP - - - - - -
Orig. CupP CuUpP Cup CupP - - CuUP CupP
Rec. [P P P P
Orig. -- -- -- -- P -- - -
Orig. Cup CupP - Ccup - - - -
Orig. - - - - AUP - - -
Orig. CupP CupP -- CUP - - - -
Rec. P P Ccup P -- -- CUP CUP
Orig. ~ CUP cupP - cup - - - cup
Orig. __ CUP cup -- -- - - cup -
e 2 T ¢ T ° Tap] -~ -
Orig. CUP CUP - P - - - -
Orig. Cup CUP - - - - - -
Rec. [ P [ P ] cup cup - - cup
Orig. P CuUpP - P - - - -
Rec. P cup - P - - -
e [P 7 T [ 5] - - [F 17
Ree. Loop [ P [T e [ » ]| - ~ [P T cuwp
e [P 5 T 7 T 5] - - [7 5]
Orig. _ CUP cup -- cup - - - cup
ree o [ Tap ] o ] - - [ap] » |

[8] Including, but not limited to, the manufacturing, assembling, compounding or treating of ceramics, jewelry, wood, bone, canvas, cloth, felt,

glass, leather, paper, plastics, textiles and yarn.
[9] Including sales and supplies.

Rec. [10] Including tailoring, shoe repair, electronics repair, optometry, interior design, financial services, locksmith. All others require CUP.

Source: Stoffel Associates

Stanley R. Hoffman Associates, Inc.
February 6, 2020
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Table 6-1e
Tenant Use Matrix Part 5: Other Uses
Laguna Beach Downtown Specific Plan Area

ALLOWED USES AND PERMIT REQUIREMENTS
Recommended Changes and Additions Shown in Yellow.

Table 6-1e Original CBD-1 CBD-2 CBDVC CBD Office CBDMFR CBD PP Arts CBDCB
DSP or Resident Downtown Visitor Multi- Public Arts Central
Land Use Rec. Serving Comm'l Comm!'l Office Family Parks District Bluffs

Special Events
Temporary Uses (11) Orig. TUP TUP TUP TUP - TUP TUP TUP
Rec.

Transportation and Communication Uses
Parking Facilities Orig. CupP CupP - CupP -- - CupP CuUP

Wireless Communications Facilities Orig. AUP/CUP AUP/CUP AUP/CUP AUP/CUP AUP/CUP AUP/CUP AUP/CUP AUP/CUP

Visiitor Accommodations

Orig. - - - cup cup - - cup
Hotels and Motels Orig. -- - cupP - - - cup cup
Short-Term Lodging Units (13) Orig. AUP AUP AUP AUP -- -- -- AUP
Other Uses
Commercial Home Occupations Orig. -- -- - P - - - -

Rec. cup Ccup cup P - -- cup -
Home Occupations Orig. P P P P P - P P
Dedicated Public Facility (14) Orig. P P P P P p p p
Mixed Use: Commercial/Residential on Second Fl. Orig. cup cup cup P -- -- CcupP CcupP
Planned Integrated Developments Orig. - - - - - - cup cup
Other Uses No More Obnoxious Orig. Ccup cupP cup Ccup - - Ccup CupP

[11] One-time, seasonal, or short duration uses.

[12] Provided inn is located in a structure on the City’s Historic Register.

[13] Units committed to senior, special needs and/or affordable housing are not eligible for short-term housing.
[14] Parks, walkways, trails, parklets.

Note: Any use determined to be unique to Downtown Specific Plan Area in categories listed above shall be permitted, subject to allowable uses.

Source: Stoffel Associates
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DEMOGRAPHIC COMPARISON - LAGUNABEACH DOWNTOWN

Population - 2024
Population - 2019

Households - 2024
Households - 2019

Avg. Household Size
Average Age

Ethnicity %

% White Alone

% Black or African American Alone
% American Indian Alone

% Asian Alone

% Native Hawaiian/Other P.I. Alone
% Some Other Race Alone

% Two or More Races

% Not Hispanic
% Hispanic

Education - Adults 25+
% Less Than High School Diploma
% Bachelor's Degree or Higher

Income

Average Household Income
Median Household Income
Per Capita Income

# Households $50,000 and more
% of HH $50,000 and more

# Households $75,000 and more
% of HH $75,000 and more

# Households $100,000 and more
% of HH $100,000 and more

Aggregate Total Income (000's)

Occupation Classification

Laguna
Downtown
1 Mile

9,075
8,766

4,657
4,493

1.94

48.1

89.7
0.9
0.4
3.9
0.1
15
35

93.0
7.0

29
67.6

$180,668
$97,601
$93,047

3,453
76.9

2,780
61.9

2,199
49.0

$811,742,852

Laguna
Downtown
2 Mile

19,435
18,653

9,137
8,772

212

47.0

84.7
0.9
0.3
8.4
0.1
16
4.0

934
6.7

2.3
68.7

$205,766
$121,39
$97,277

7,032
80.2

5,916
67.5

5,007
57.1

$1,804,977,071

APPENDIX A
DETAILED DEMOGRAPHIC AND INCOME PROFILES

Laguna
Downtown
3 Mile

24,975
23,794

11,064
10,557

220

45.5

815
1.0
0.2

11.0
0.1
17
46

92.8
72

23
67.9

$207,895
$126,951
$94,018

8,464
80.2

7,218
68.4

6,206
58.8

$2,194,750,365

Table A-1
Distance-Based Market Profiles

Laguna
Downtown
4 Mile

62,074
59,235

25,551
24,445

240

41.6

74.6
14
0.3

14.4
0.1
29
6.1

89.2
10.9

23
63.9

$185,730
$125,243
$77,627

20,320
83.1

17,485
7.5

14,666
60.0

$4,540,157,628

Laguna Laguna

Downtown Downtown

5 Mile 6 Mile

117,691 192,753

112,747 185,244

47,968 80,425

46,068 77,435

243 2.38
423 44.1

746 74.6

16 14

0.3 0.3

137 13.1

0.1 0.1

3.8 4.9

5.8 55

87.6 85.9
124 14.1

24 35

62.2 58.7
$176,903 $165,014
$120,877 $110,067
$72,830 $69,427
37,782 60,321
82.0 779
32,195 50,234
69.9 64.9
26,915 41,744
58.4 53.9

$8,149,552,202 $12,777,893,161

Laguna
Downtown
7 Mile

284,924
273,531

116,592
112,037

243

44.4

74.3
14
03

134
0.1
56
53

84.5
15.5

4.7
57.3

$165,631
$111,000
$68,329

87,088
e

72,961
65.1

60,815
54.3

$18,556,758,893

Laguna
Downtown
8 Mile

411,909
394,782

161,659
155,081

2.50

42.9

71.8
14
04

14.5
0.1
6.5
52

82.1
17.9

5.7
56.1

$160,367
$107,593
$64,298

118,223
76.2

98,777
63.7

82,132
53.0

$24,869,941,412

Laguna
Downtown
9 Mile

555,135
531,483

213,107
204,331

255

42.2

70.7
14
0.4

16.0
0.1
6.0
54

82.9
171

5.4
56.4

$160,592
$110,532
$62,928

157,415
771

132,604
64.9

110,787
54.2

$32,813,991,381

Laguna
Downtown
10 Mile

690,204
660,870

267,592
256,452

253

42.0

70.5
15
0.4

16.4
0.2
5.7
5.4

83.3
16.7

5.1
56.4

$157,892
$110,086
$62,303

198,148
773

167,064
65.1

138,917
54.2

$40,491,844,845

% White Collar 82.0 84.5 84.4 83.6 83.2 815 79.5 774 78.0 78.5
% Blue Collar 4.7 5.0 55 6.4 6.9 79 8.2 8.8 8.6 8.5
% Service and Farming 13.3 10.5 10.1 10.0 9.9 10.6 12.3 13.8 134 13.0
% Owner Occupied Housing Units 47.7 58.9 61.9 63.4 65.3 67.3 67.6 64.4 64.3 62.7
Source: Claritas, Inc.
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DEMOGRAPHIC COMPARISON - LAGUNABEACH DOWNTOWN

Population - 2024
Population - 2019

Households - 2024
Households - 2019

Avg. Household Size
Average Age

Ethnicity %

% White Alone

% Black or African American Alone
% American Indian Alone

% Asian Alone

% Native Hawaiian/Other P.I. Alone
% Some Other Race Alone

% Two or More Races

% Not Hispanic
% Hispanic

Education - Adults 25+
% Less Than High School Diploma
% Bachelor's Degree or Higher

Income

Average Household Income
Median Household Income
Per Capita Income

# Households $50,000 and more
% of HH $50,000 and more

# Households $75,000 and more
% of HH $75,000 and more

# Households $100,000 and more
% of HH $100,000 and more

Aggregate Total Income (000's)

Occupation Classification

Laguna
Downtown
12.5 Mile

1,064,491
1,017,689

402,476
385,023

2.60

40.7

80.6
19.4

6.5
54.6

$152,506
$107,724
$58,586

297,563
773

249,721
64.9

205,414
53.4

$58,718,413,894

Laguna
Downtown
15 Mile

1,511,535
1,450,211

537,900
515,903

278

39.7

11.0
48.9

$145,746
$102,909
$52,499

393,345
76.3

325417
63.1

264,624
51.3

$75,190,587,118

Laguna
Downtown
17.5 Mile

1,918,881
1,845,321

656,862
631,085

2.89

39.3

68.6
314

13.8
44.5

$139,421
$97,578
$48,368

471,572
74.7

384,314
60.9

308,682
48.9

$87,986,571,204

Laguna
Downtown
20 Mile

2,281,342
2,194,933

764,813
735,162

293

39.2

68.0
32.0

15.0
42.0

$134,607
$94,257
$45,857

541,275
736

437,391
59.5

348,325
474

$98,957,627,863

Laguna
Downtown
25 Mile

3,263,744
3,140,081

1,074,444
1,033,276

2.99

39.1

65.5
34.5

15.3
39.2

$129,248
$91,499
$43,184

753,907
73.0

603,213
58.4

475,576
46.0

$133,549,083,769

City of
Laguna
Beach

25,010
24,052

11,985
11,496

2.08

47.8

25
67.0

$202,565
$124,770
$97,235

9,111
79.2

7814
68.0

6,687
58.2

Orange
County

3,348,192
3,222,381

1,105,004
1,062,951

2.99

39.2

65.5
34.6

156.3
39.4

$128,941
$91,094
$43,132

774,542
729

618,498
58.2

487,241
45.9

$2,328,687,240 $137,057,964,891

6 County
SoCal
Region

23,179,998
22,348,532

7,588,479
7,319,230

3.00

38.2

55.0
45.0

191
313

$103,674
$71,889
$34,587

4,681,154
64.0

3,530,596
48.2

2,631,721
36.0

$758,814,509,751

% White Collar 76.9 721 68.8 67.1 65.6 84.5 65.7 60.5
% Blue Collar 9.2 12.0 14.0 15.1 16.4 5.7 16.3 19.8
% Service and Farming 13.9 15.9 17.2 17.8 18.0 9.8 18.0 19.8
% Owner Occupied Housing Units 59.4 59.4 58.6 58.0 59.3 60.0 58.8 54.3
Source: Claritas, Inc.
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Table A-2
Time-Based Market Profiles

DEMOGRAPHIC COMPARISON - LAGUNABEACH DOWNTOWN

Population - 2024
Population - 2019

Households - 2024
Households - 2019

Avg. Household Size
Average Age

Ethnicity %

% White Alone

% Black or African American Alone
% American Indian Alone

% Asian Alone

% Native Hawaiian/Other P.1. Alone
% Some Other Race Alone

% Two or More Races

% Not Hispanic
% Hispanic

Education - Adults 25+
% Less Than High School Diploma
% Bachelor's Degree or Higher

Income

Average Household Income
Median Household Income
Per Capita Income

# Households $50,000 and more
% of HH $50,000 and more

# Households $75,000 and more
% of HH $75,000 and more

# Households $100,000 and more
% of HH $100,000 and more

Aggregate Total Income (000's)

Occupation Classification

Laguna
Downtown
8 Minute

16,623
15,934

8,004
7,672

2.07

47.0

24
68.6

$198,206
$115,227
$95,849

6,068
791

5,045
65.8

4,235
55.2

$1,520,639,654

Laguna Laguna
Downtown Downtown
10 Minute 12 Minute

24,214 51,552

23,159 49,419

11,220 23,281

10,730 22,332

215 222

46.5 454

834 79.5

1.0 14

0.3 0.3

9.3 11.0

0.1 0.1

1.7 3.0

42 4.7

92.7 89.6

7.3 10.4

24 26

68.2 63.9
$204,010 $187,602
$124,907 $120,061
$94,928 $84,979

8,623 17,936

80.4 80.3

7,323 15,124

68.3 67.7

6,244 12,795

58.2 57.3

$2,189,032,343  $4,189,530,767

Laguna Laguna

Downtown Downtown

14 Minute 16 Minute

117,211 221,903

111,694 211,511

51,506 95,705

49,239 91,445

227 2.30

443 44.7

74.0 723

15 15

0.3 0.3

14.2 16.5

0.2 0.1

4.6 41

5.2 52

86.2 87.3

13.8 12.8

3.1 36

61.6 60.6
$168,731 $165,011
$112,465 $109,752
$74,492 $71,779

38,883 70,510
79.0 771

32,524 59,252

66.1 64.8

27,067 49,252

55.0 53.9

$8,308,163,435  $15,089,445,526

Laguna Laguna
Downtown Downtown
18 Minute 20 Minute

405,145 653,933

386,654 625,140

164,866 255,927

157,451 244,721

240 2.50

42.7 M7

67.4 64.9

1.6 16

0.3 0.4

205 216

0.1 0.2

4.6 58

54 54

85.9 83.5

14.1 16.5

44 54

60.3 57.9
$157,789 $152,930
$106,943 $106,654
$65,806 $60,961

119,466 187,443

75.9 76.6

100,266 157,413

63.7 64.3

83,143 129,352

52.8 52.9

$24,844,090,947  $37,425,270,630

Laguna Laguna
Downtown Downtown
25 Minute 30 Minute

1,301,833 2,230,476

1,247,076 2,145,626

472,544 745,039

452,733 715,929

2.7 2.95

39.9 39.1

62.3 58.4

1.6 16

0.5 0.6

191 19.8

0.2 0.3

11.1 14.6

5.2 4.8

731 66.1

26.9 33.9

10.2 155

49.7 41.2
$142,300 $132,048
$99,893 $92,787
$52,418 $44,776
340,666 524,488
75.3 733
280,063 421,631
61.9 58.9
226,149 334,156
50.0 46.7

$64,423,887,791 $94,536,784,973

% White Collar 84.3 85.0 84.2 83.3 824 80.9 79.2 727 66.4
% Blue Collar 5.0 54 6.6 7.0 6.9 7.3 8.0 11.6 15.4
% Service and Farming 10.7 9.6 9.2 97 10.7 11.8 12.8 15.7 18.2
% Owner Occupied Housing Units 54.9 60.6 60.9 61.1 62.3 58.9 58.9 56.9 57.5
Source: Claritas, Inc.
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APPENDIX B
DOWNTOWN BUSINESS SURVEY INSTRUMENT

Stanley R. Hoffman Associates, Inc. Draft Downtown Specific Plan Area Retail Market
February 6, 2020 56 Evaluation - City of Laguna Beach



To facilitate the Laguna Beach Downtown Specific Plan update, the City of Laguna Beach and the Laguna
Beach Chamber of Commerce desire to better understand and address the changing retail environment.
As part of this effort, the consultant team of Stanley R. Hoffman Associates and Stoffel & Associates has
prepared the following survey to solicit feedback from stakeholders and business owners within the

Downtown area.

Thank you for taking a few minutes to complete this survey. We appreciate your time and value your
comments and opinions. All responses will be considered confidential. If unsure on any question please
use your best guess. The results of this survey will be made available to the City of Laguna Beach and

LAGUNA BEACH BUSINESS SURVEY — ON-LINE SURVEY

the Laguna Beach Chamber of Commerce.

Name of business (Required):
Address (Required):
How long has your business been located in Laguna Beach?

Number of employees (if applicable):

1. Which of the following categories best describes your business?

[ ] Sit-down restaurant

[ ] Fast casual or fast food

[ ] Specialty retail, gifts, novelties

[ ] Apparel and accessories

[ 1 Artgallery or studio

[
[

]
]

Other retail store

Personal service

Financial, Insurance, Real Estate or Other Service

Other retail or service business (please specify)

Land/building owner and/or property manager (SKIP TO Q. 13)
No business — | am a Laguna Beach resident (SKIPTO Q. 21)

No business — | live outside Laguna Beach (SKIP TO Q. 21)



LAGUNA BEACH BUSINESS SURVEY — ON-LINE SURVEY

2. What two customer groups make up the largest percentage of your total in-store sales?

[ ] Laguna Beach residents

[ ] Orange County residents (outside of Laguna Beach)

[ ] Southern California residents (outside of Orange County)

[ ] Visitors and tourists from outside of the Southern California area
[ ] Local employees

[ ] Area/Regional employees

[ ] Other (please specify)

[ 1 Do not know/not applicable

3. What age range represents your typical core customer?

[ 1 Under 21

[ ] Age21to38

[ ] Age39to54

[ ] Age55to70

[ 1 Age 71 orolder

[ 1 Do not know/not applicable

4. Using your best guess, what are the primary reasons your core customers visit Downtown
Laguna Beach? (Please check at least two primary reasons)
[ ] Dining
[ 1 Shopping
[ ] Art Galleries and Studios
[ ] Services
[ ] Beach/Recreation
[ ] Other (please specify)
[

] Do not know



10.

11.

12.

LAGUNA BEACH BUSINESS SURVEY — ON-LINE SURVEY

What other shopping/dining areas or centers in Orange County or beyond are most
competitive for your business? (Examples include areas and centers such as Corona Del Mar,
Fashion Island, Irvine Spectrum Center, Del Mar, La Jolla, etc.)

What or who do you see as your business’s primary competition?

How has the business climate in Laguna Beach changed for you in the past few years (if at all)?

What types of businesses in Downtown Laguna Beach appear to be over-provided? This may
include uses similar to yours or other categories you are aware of.

What types of businesses in Downtown Laguna Beach are missing or under-provided and
should be encouraged? Or, what do you want to see more of?

What are the biggest issues facing businesses in Downtown Laguna Beach?

What can the City of Laguna Beach and/or the Laguna Beach Chamber of Commerce do to
help your business?

Is there anything else that you would like to share?

Thank you for your time.

(End of survey for Retailers, Restaurants, Service Businesses)



LAGUNA BEACH BUSINESS SURVEY — ON-LINE SURVEY

Questions for Land/Building Owners and/or Property Managers — Skipped from Q. 1:

13.

14.

15.

16.

17.

18.

19.

20.

What types of retail and/or dining uses have been most difficult for you to attract?

What specific issues or market factors are seen as barriers to entry for businesses considering
a location in Laguna Beach?

How has the business climate in Laguna Beach changed for you in the past few years (if at all)?

What types of businesses in Downtown Laguna Beach appear to be over-provided? This may
include uses similar to yours or other categories you are aware of.

What types of businesses in Downtown Laguna Beach are missing or under-provided and
should be encouraged? Or, what do you want to see more of?

What are the biggest issues facing businesses in Downtown Laguna Beach?

What can the City of Laguna Beach and/or the Laguna Beach Chamber of Commerce do to
help you as a land owner, building owner, or property manager?

Is there anything else that you would like to share?

Thank you for your time.

(End of survey for Land/Building Owners and/or Property Managers)



LAGUNA BEACH BUSINESS SURVEY — ON-LINE SURVEY

Questions for Residents or Non-Business Persons Receiving Questionnaire — Skipped from Q. 1:

21. Not including visits to grocery stores, pharmacies, salons, and other services, how many times
have you shopped in Downtown Laguna Beach during the past three months?

22. How many times have you shopped at grocery stores, pharmacies, salons, and other services
in Downtown Laguna Beach during the past three months?

23. How many times have you dined in Downtown Laguna Beach during the past three months?

24. Other than Downtown Laguna Beach, which of the following centers and districts have you
shopped or dined during the past three months?
] South Coast Highway — Laguna Beach
] North Coast Highway — Laguna Beach
] Aliso Viejo Town Center
] Crystal Cove Promenade

] Fashion Island

] South Coast Plaza

[
[
[
[
[ ] Corona Del Mar/Corona Del Mar Plaza
[
[
[ 1 Irvine Spectrum Center

[

] Shops at Mission Viejo

25. What do you like best about shopping or dining in Downtown Laguna Beach?

26. What do you like least about shopping or dining in Downtown Laguna Beach?

27. What can the City of Laguna Beach do to make shopping or dining in Downtown a better
overall experience for you?

28. What stores or types of businesses would you like to see added to Downtown Laguna Beach?

Thank you for your time.
(End of survey for Residents or Non-Business Persons)
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