
CITY OF PALM DESERT 
STAFF REPORT 

MEETING DATE: November 17, 2022 

PREPARED BY: Eric Ceja, Director of Economic Development 
Veronica Chavez, Director of Finance 

REQUEST: APPROVE A SECOND AMENDMENT TO THE DISPOSITION AND 
DEVELOPMENT AGREEMENT (DDA) BETWEEN THE CITY OF PALM 
DESERT AND DESERT WAVE VENTURES, LLC, AND TAKING CERTAIN 
OTHER NECESSARY RELATED ACTIONS 

RECOMMENDATION: 
1. Approve the Second Amendment to the DDA between the City of Palm Desert and Desert

Wave Ventures, LLC.
2. Approve a Transient Occupancy Tax (TOT) Agreement (Attachment 8) as-to-form with Desert

Wave Ventures, LLC, in an amount not to exceed $20M for the operation of a 137-room
upscale hotel on parcel B within the Desert Willow Golf Resort.

3. Approve a Loan Agreement (Attachment 11) as-to-form with Desert Wave Ventures, LLC and
appropriate funds to cover certain developer impact fees (DIF) in an amount not to exceed
$6M from monies available in the Golf Course Capital Fund.

4. Authorize the City Manager to make non-substantive changes to the DDA, TOT, and Loan
Agreement as needed prior to execution by the Mayor.

5. Authorize the City Manager to draft, negotiate, and execute all other supporting agreements
that may be required by the DDA, including an Acquisition Agreement (Attachment 7) as to
form.

6. Authorize the Mayor to execute said Agreements.

BACKGROUND/ANALYSIS: 
On January 27, 2022, the City Council approved modifications to the DSRT Surf Specific Plan, 
Precise Plan, and DDA, for the development of a 5.5-acre surf lagoon and resort hotel and villa 
project at Desert Willow Golf Resort. Since the approval in January, the applicant has: 

- Received Architectural Review Commission (ARC) approval to modify the hotel design to
increase the room-count of the hotel project from 92-room to 137-rooms,

- Determined project phasing, and
- Secured a portion of project financing.

With the ability to obtain some project financing, the applicant approached City staff with a request 
to modify the DDA to include additional City participation. The request is made based on the 
developer’s discussions with potential hoteliers’ operational needs, rising interest rates, and 
increased construction costs. Below is a summary of the proposed amendment to the DDA that 
includes additional City participation associated with the project: 

City Participation Adopted DDA (Jan 2022) Proposed DD (Nov 2022) 
Bond Proceeds – Public 
Improvements 

20,000,000 20,000,000 
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TOT Rebate 16,100,000 20,000,000 
City Land Transfer 455,000 455,000 
City Loan – DIF's* 0 6,000,000 
Total City Participation 36,555,000 46,455,000 

*Note: To be paid back in $1M annual increments plus interest.  
 
Discussion 
Changes to the DDA were initiated by the developer and the City has negotiated the following:  
 

1. Developer to show proof of 100% financing for the project costs prior to permit issuance. 
 

2. Developer agrees to a “Supplemental Surf Lagoon Water Use Assurance” agreement that 
requires remediation of excessive water use beyond the lagoon’s anticipated water use 
approved by the Water Supply Assessment (WSA). The supplemental agreement requires 
annual reporting of water use to the City and requires to the developer to cure excessive 
water use within 90-days by conserving water elsewhere within the project.  

 
3. The Developer also agrees to include a Performance Deed of Trust and Security Agreement 

(Attachment 10) which includes a reversion clause that requires the developer to quit claim 
the land back to the City if construction fails to begin by June 1, 2023. 

 
Generally, the developer has requested an additional $10M in City contributions to the project. The 
new terms of the DDA provide the City new protections to redeem ownership of the land in the event 
of Developer default, provides greater assurances to limit excessive water use, and anticipates an 
increased return on investment to the City for additional support through a loan and TOT 
reimbursement agreement.  
 
FINANCIAL IMPACT: 
In addition to the various economic and community benefits related to this project, the anticipated 
net revenue generated for the General Fund by the City’s investment of $26.45M is conservatively 
expected to be $26.9M over 20 years, plus direct repayment of the $6M loan from the Golf Course 
Capital Fund in the first 6 years of operation. 
 
REVIEWED BY: 

Department Director: Eric Ceja 
City Attorney: Carlos Campos for Robert Hargreaves 
Finance Director: Veronica Chavez 
Assistant City Manager: Chris Escobedo 
City Manager:  

 
ATTACHMENTS: 

1.  Second Revised and Restated Disposition and Development Agreement and Attachments 
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