
 
 
 

CITY COUNCIL STAFF REPORT 
 

 
DATE: March 10, 2022   BUSINESS 
 
SUBJECT: DISCUSSION AND DIRECTION REGARDING PACASO AND SIMILAR 

OPERATIONS WITHIN THE CITY OF PALM SPRINGS 
 
FROM: Justin Clifton, City Manager 
 
BY:  Jeffrey S. Ballinger, City Attorney 
  
 
 
RECOMMENDATION: 
 
1. Discuss and provide direction to City Staff regarding Pacaso, and other similar 

operations, within the City of Palm Springs.  
 
SUMMARY: 
   
This agenda item provides the City Council an opportunity to discuss a relatively new 
business model that has begun operating within the City of Palm Springs. Specifically, a 
company named Pacaso, which purchases residential properties, then sells those 
properties to a limited liability company (“LLC”), which LLC is owned by up to eight (8) 
owners. The owners of the LLC are thereby entitled to use and occupancy of the 
residence for short periods of time. Pacaso also provide property management services 
to the LLC owners. 
 
The City Council is requested to discuss this operation and provide direction to City Staff 
and the City Attorney as to what, if any, different approach the City Council would like to 
take with regard to this business model. 
 
It should be noted that this agenda item is not intended to be a discussion of vacation 
rentals. The City intends to make vacation rentals the focus of a separate City Council 
workshop in April. This agenda item is solely focused on the business model that Pacaso1 
is currently operating under.   
 
  

 
1 Although this staff report and discussion references Pacaso, it is entirely conceivable that any number of 
similar companies might model themselves after Pacaso, just as what happened with other emergent 
technologies, such as Uber (for vehicle transportation) or Limebikes (for electric scooters/bicycles). 
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FACTUAL BACKGROUND: 
 
Pacaso is a relatively new company that holds itself out as a new way to own a second 
home.  According to Pacaso’s website (https://www.pacaso.com/learn), accessed in 
2021, Pacaso operates as follows: 

“Co-ownership with Pacaso is the best way to buy and own a great second 
home.  From buying to closing here’s how Pacaso works.  First, tell us a 
little about yourself and what you are looking for in a second home.  Then, 
start shopping.  If a listing currently on Pacaso is not a fit, find one you love 
on any real estate site and share it with us.  If the home is a match for 
Pacaso, we will partner with you to purchase up to half of the property in a 
private and professionally managed LLC uniquely designed for co-
ownership.  This LLC is referred to as the Pacaso Home LLC.  On behalf of 
Pacaso, we line up financing for the LLC and close quickly.  In parallel 
Pacaso remarkets remaining ownerships shares in the home to interested 
buyers.  Buyers can purchase their desired amount of ownership from one-
eighth to one-half of the whole home.  We enable qualified buyers to access 
funds in the LLC and finance up to half of their purchase.  The financing 
relationship is directly between the LLC and the buyer.  Pacaso signs 
closing paperwork on behalf of the LLC.  In parallel buyer signs the LLC 
owner operating agreement to complete their purchase.  Ownership is 
recorded in the owner’s schedule section of the owner operating agreement.  
Following closing the collective owners own 100% ownership interest in the 
LLC.  We transform the home with modern interior design and address any 
necessary repairs.  Owners use the mobile app to book stays 2 days to 24 
months in advance.  Scheduling is easy and equitable based on the number 
of shares owned.  From there we take care of everything, overseeing local 
property management, bill pay and platform technology, all from the mobile 
app.  Owners simply show up, relax and enjoy their Pacaso.” 

The maximum length of a stay is based on shares owned. Owners of one share can enjoy 
a stay anywhere from 2 to 14 nights. A stay with a duration of 2-7 nights counts as one 
general stay, while a stay with a duration of 8-14 nights counts as 2 general stays.  
Owners of two shares have the option to book stays up to 28 nights.  

Pacaso asserts that it is not a timeshare.2 According to Pacaso, a Pacaso home is no 
different from any other single family residence. Pacaso further asserts that Pacaso co-
owners agree to several restrictions to help ensure that their use promotes the public 
interest, safety and comfort. For example, Pacaso states that there is a maximum of eight 
co-owners for any home, with only one family using the property at a time; co-owners are 

 
2 Attachment 2 to this Staff Report is Pacaso’s January 21, 2022 response to the City Attorney’s December 
6, 2021 letter (Attachment 1).  
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prohibited from having large events or parties that exceed the maximum occupancy of 
the home; co-owners must adhere to a 9pm to 7am quiet hour policy; co-owners are 
prohibited from renting the home; and Pacaso encouraged homeowners to avoid parking 
on the street unless absolutely necessary. Pacaso does not provide any documentation 
or explanation of how these rules are enforced.  Owner compliance with these rules is 
monitored not only by other co-owners, but also by Pacaso as the property manager.  
Also, each owner can book the property to use themselves, or may allow guests to use 
the residence, whether or not the co-owner is present. 

According to Pacaso, as of September of 2021, one residence within Palm Springs has 
been fully sold, and Pacaso was marketing four others in the City. 

Finally, Pacaso has sued the City of St. Helena, California, and has been extremely 
aggressive in other communities that have asserted a right to regulate Pacaso, including 
alleging those communities are discriminating against a variety of minority classes. 

REGULATORY FRAMEWORK: 

The City of Palm Springs regulates where timeshares can be located within the City and 
taxes occupancy of timeshares. Specifically, under the City’s zoning ordinance, a 
timeshare project is allowed only in zones where a hotel use would be permitted (i.e., R-
3, R-4, R-4VP, C-B-D, C-1, C-1AA and C-2 zones, and G-R-5 and R-2 zones when 
fronting on a major or secondary thoroughfare). So, timeshares are not permitted in 
single-family zones. 

The City’s Zoning Ordinance defines a “timeshare” as follows:  

“…a “time-share project” is one in which time-share rights or entitlement to 
use or occupy any real property or portion thereof has been divided as 
defined in Section 3.24.020(7) of the Palm Springs Municipal Code into 
twelve (12) or more time periods of such rights or entitlement.” (PSMC 
93.23.11(A).) 

Section 3.24.020(7), in turn, defines a timeshare, as  
 

“occupancy related to the situation wherein a purchaser receives the right 
or entitlement in perpetuity, for life, or for a term of years or other extended 
term, to the recurrent, exclusive use or occupancy of a lot, parcel, unit, 
room(s), hotel or portion thereof, or segment of real property, annually or on 
some other seasonable or periodic basis, for a period of time that has been 
or will be allotted from the use or occupancy periods into which the time-
share project which is involved has been divided.  The said right or 
entitlement to occupancy may attach in advance to a specific lot, parcel, 
unit, room(s), or portion of a hotel, or segment of real property, or may 
involve designation or selection of the same at a future time or times.”  
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Despite Pacaso’s assertions to the contrary, the City Attorney believes that Pacaso’s 
business model meets the City’s definition of a “timeshare”.  The City’s definition is broad.  
But, broken down, it appears to apply to Pacaso. 

 
Specifically, Pacaso’s business model fits the following, streamlined, definition: “wherein 
a purchaser receives the right in perpetuity… or other extended term, to the recurrent, 
exclusive use or occupancy of a lot … annually or on some other … periodic basis, for a 
period of time that has been or will be allotted from the use or occupancy periods into 
which the time-share project which is involved has been divided.” 

 
Here, purchasers of a Pacaso LLC receive the right, in perpetuity or some other period 
defined in the LLC agreement, to the recurrent and exclusive use of the lot on which the 
residence is located.  The right to such use is on some periodic basis, for a period of time 
that is allotted under the LLC agreement.  

 
While a single family residence, owned under an LLC, by up to eight owners may not be 
the type of time-share development that one often thinks of when they hear the term “time-
share” (i.e., a Hyatt Residence Club or Hilton Grand Vacation Club), by its terms, the 
City’s ordinance applies to Pacaso’s business model.  
 
Notably, because the properties are occupied by the owners of the LLC that owns the 
property, the City Attorney believes that the occupants would not qualify as “renters” and 
therefore the City’s vacation rental ordinance would not apply.  This means that the strict 
regulations adopted by the City for vacation rentals (such as special noise regulations, 
limits on numbers of stays, significant fines for violations, etc.) do not currently apply to 
occupants of Pacaso properties. 
 
In addition to regulating where time-shares can be located within the City, the Palm 
Springs Municipal Code (PSMC) also taxes the use of time-shares, although in a manner 
slightly differently than hotels and vacation rentals. Specifically, the City has both a 
Transient Occupancy Tax (“TOT”) (PSMC Chapter 3.24) as well as a Time-Share 
Occupancy Tax (PSMC Chapter 3.28). The City’s TOT, imposed on short term hotel and 
vacation rentals, is set at 11½% of the nightly rent. (PSMC 3.24.030(a).)  The City’s Time-
Share Occupancy Tax is set at Four Dollars ($4.00) per night of occupancy. 
 
OPTIONS: 
 
City Staff is seeking policy direction from the City Council as to how the City Council would 
like to address business models such as proposed by Pacaso.  Some options include: 
 

• Maintain the City’s current prohibition on time-shares in single-family residential 
zones. 

• Maintain the City’s current prohibition on time-shares in single-family residential 
zones, but update the City’s ordinances. 

• Allow operations such as Pacaso’s, but subject them to a strict regulatory regime, 
similar to the City’s vacation rental ordinance. 
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Option 1:   Maintain the City’s current prohibition on time-shares  
 
As discussed in the City’s December 6, 2022 letter to Pacaso, there are several policy 
reasons why the City Council might want to continue prohibiting business models such 
as Pacaso’s in single-family residential zones.  Namely, Pacaso’s business model of 
purchasing properties, not as a primary residence, but instead exclusively for secondary, 
vacation occupancy, limits the number of homes that would be available for use primarily 
as a residence. 
 
Given the aggressive, litigious approach taken by Pacaso in St. Helena, as between this 
Option and Option 2, below, the City Attorney and City staff would recommend Option 2. 
 
Option 2:  Maintain the City’s current prohibition on time-shares, but update the 
City’s ordinances 
 
Other cities that have encountered Pacaso have chosen to update their ordinances.  For 
instance, the City of St. Helena’s Planning Commission is scheduled to consider an 
update to its ordinance, which prohibits time-shares in residential zones, on March 1, 
2022. (https://sthelena.civicweb.net/Portal/MeetingInformation.aspx?Org=Cal&Id=905)  
As part of that proposed ordinance, the City has extensively documented the policy basis 
for its prohibition, including protecting the residential character of neighborhoods, as well 
as the legal basis for doing so. 
 
The City of Sonoma has adopted an urgency ordinance to prohibit time-shares in all 
zones, based on state law definitions (similar to St. Helena’s approach).  It also makes 
advertising time-shares a municipal code violation.  The City will also be following up with  
non-urgency ordinance. 
    
The City of Hermosa Beach’s Planning Commission is scheduled to consider a similar 
ordinance on March 15. 
 
Option 3: Allow operations such as Pacaso’s, but subject them to a strict 
regulatory regime, similar to the City’s vacation rental ordinance  
 
As discussed above, this agenda item is not intended to address vacation rentals.  And, 
vacation rentals in Palm Springs are allowed only as “ancillary and secondary” uses to 
the residential use of property, PSMC 5.25.020(a), whereas Pacaso properties are 
purchased and sold by Pacaso exclusively as temporary, secondary vacation homes.  
Therefore, the two could, from a legal perspective, be treated differently.  That said, from 
a neighbor’s perspective, the use and occupancy of a Pacaso home may not be 
significantly different from the use and occupancy of a vacation rental.   
 
Therefore, should the Council, as a policy matter, wish to allow the use of properties such 
as Pacaso’s business model, it might be advisable to adopt similarly strict regulations, as 
has been done with vacation rentals. 
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CEQA DETERMINATION:  
 
This discussion and possible direction does not constitute a “project” under the California 
Environmental Quality Act (“CEQA”), as it is merely a discussion and possible research.  
If any ordinance is brought forward, the City will analyze such ordinance, in accordance 
with CEQA.  
 
FISCAL IMPACTS: 
 
Assuming a Pacaso property pays its Time-Share Occupancy Tax for every day of the 
year, the revenue to the City would be fairly minimal, at $1,460 per year, per property.   
Pacaso asserts that its business model positively impacts local businesses and the City.  
However, the City has seen no evidence of that, in the form of economic studies or 
analyses.    
 
CONCLUSION: 
 
Therefore, City staff and the City Attorney request that the City Council provide policy 
direction with regard to whether and how to address business models such as Pacaso’s. 
 
REVIEWED BY: 
 

City Attorney: Jeffrey S. Ballinger 
City Manager: Justin Clifton 

 
ATTACHMENTS: 
 

1. City Attorney Letter to Pacaso, dated December 6, 2021. 
2. Pacaso Response Letter dated February 10, 2022. 

 

Item 3A - 6



55575.18100\34590098.1 

  

 

Indian Wells 
(760) 568-2611

Irvine
(949) 263-2600

Los Angeles
(213) 617-8100

Manhattan Beach
(310) 643-8448

Ontario
(909) 989-8584

655 West Broadway, 15th Floor, San Diego, CA 92101 
Phone: (619) 525-1300  |  Fax: (619) 233-6118  |  www.bbklaw.com 

Riverside 
(951) 686-1450

Sacramento
(916) 325-4000

San Diego
(619) 525-1300

Walnut Creek
(925) 977-3300

Washington, DC
(202) 785-0600

Jeffrey S. Ballinger 
(619) 525-1343
jeff.ballinger@bbklaw.com

December 6, 2021 

VIA E-MAIL ELLEN@PACASO.COM 

Ellen Haberle 
Director, Government & Industry Relations 
Pacaso.com 
2021 Fillmore St. Suite 183 
San Francisco, CA 94115 

Re: Pacaso’s Operations within the City of Palm Springs, California 

Dear Ms. Haberle: 

As you know, this law firm serves as City Attorney for the City of Palm Springs, California.  
In that capacity, we are writing to advise Pacaso.com that Pacaso’s current operations within the 
City are unlawful and must cease immediately. 

While I appreciate your recent efforts to meet with City officials and present Pacaso’s 
position as to why the City’s timeshare ordinance does not apply to Pacaso, as set forth more fully 
below, such a position it not legally tenable.  

Pacaso is a company that holds itself out as a new way to own a second home.  According 
to Pacaso’s website (https://www.pacaso.com/learn), accessed earlier this year, Pacaso operates as 
follows: 

“Co-ownership with Pacaso is the best way to buy and own a great second home.  
From buying to closing here’s how Pacaso works.  First, tell us a little about 
yourself and what you are looking for in a second home.  Then, start shopping.  If 
a listing currently on Pacaso is not a fit, find one you love on any real estate site 
and share it with us.  If the home is a match for Pacaso, we will partner with you to 
purchase up to half of the property in a private and professionally managed LLC 
uniquely designed for co-ownership.  This LLC is referred to as the Pacaso Home 
LLC.  On behalf of Pacaso, we line up financing for the LLC and close quickly.  In 
parallel Pacaso remarkets remaining ownerships shares in the home to interested 
buyers.  Buyers can purchase their desired amount of ownership from one-eighth 
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to one-half of the whole home.  We enable qualified buyers to access funds in the 
LLC and finance up to half of their purchase.  The financing relationship is directly 
between the LLC and the buyer.  Pacaso signs closing paperwork on behalf of the 
LLC.  In parallel buyer signs the LLC owner operating agreement to complete their 
purchase.  Ownership is recorded in the owner’s schedule section of the owner 
operating agreement.  Following closing the collective owners own 100% 
ownership interest in the LLC.  We transform the home with modern interior design 
and address any necessary repairs.  Owners use the mobile app to book stays 2 days 
to 24 months in advance.  Scheduling is easy and equitable based on the number of 
shares owned.  From there we take care of everything, overseeing local property 
management, bill pay and platform technology, all from the mobile app.  Owners 
simply show up, relax and enjoy their Pacaso.” 

The maximum length of a stay is based on shares owned.  Owners of one share can enjoy 
a stay anywhere from 2 to 14 nights.  A stay with a duration of 2-7 nights counts as one general 
stay, while a stay with a duration of 8-14 nights counts as 2 general stays.  Owners of two shares 
have the option to book stays up to 28 nights.  

Pacaso asserts that the properties that they sell and manage are not timeshares.  According 
to Pacaso, a Pacaso home is no different from any other single family residence.  Pacaso further 
asserts that Pacaso co-owners agree to several restrictions to help ensure that their use promotes 
the public interest, safety and comfort.  For example, Pacaso states that there is a maximum of 
eight co-owners for any home, with only one family using the property at a time; co-owners are 
prohibited from having large events or parties that exceed the maximum occupancy of the home; 
co-owners must adhere to a 9pm to 7am quiet hour policy; co-owners are prohibited from renting 
the home; and Pacaso encouraged homeowners to avoid parking on the street unless absolutely 
necessary.   However, Pacaso does not provide any documentation or explanation of how these 
rules are enforced.  The stays are reserved on an app, and while each co-owner is prohibited from 
renting the home as a short-term rental, they are permitted to allow other guests to stay there during 
their allotted days.   

According to Pacaso, as of September, one single-family residence within Palm Springs 
has been fully sold, and Pacaso was marketing four others within the City. 

City of Palm Springs Timeshare Ordinance 

The City of Palm Springs regulates where timeshares can be located within the City and 
taxes occupancy of timeshares.  Specifically, under the City’s zoning ordinance, a timeshare 
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project is allowed only in those zoning districts where a hotel use would be permitted (i.e., R-3, 
R-4, R-4VP, C-B-D, C-1, C-1AA and C-2 zones, and G-R-5 and R-2 zones when fronting on a 
major or secondary thoroughfare). (Palm Springs Zoning Code, § 93.23.11(B).)  Indeed, such uses 
are not allowed by right, but instead require a conditional use permit.  Notably, timeshares are not 
permitted in single-family zones. 

The City’s Zoning Ordinance defines a “timeshare” as follows:  

“…a “time-share project” is one in which time-share rights or entitlement to use or 
occupy any real property or portion thereof has been divided as defined in 
Section 3.24.020(7) of the Palm Springs Municipal Code into twelve (12) or more 
time periods of such rights or entitlement.” (PSZC, § 93.23.11(A).) 

  Section 3.24.020(7) defines timeshares, for purposes of taxation.  It defines a “timeshare”  
as  
 

“occupancy related to the situation wherein a purchaser receives the right or 
entitlement in perpetuity, for life, or for a term of years or other extended term, to 
the recurrent, exclusive use or occupancy of a lot, parcel, unit, room(s), hotel or 
portion thereof, or segment of real property, annually or on some other seasonable 
or periodic basis, for a period of time that has been or will be allotted from the use 
or occupancy periods into which the time-share project which is involved has been 
divided.  The said right or entitlement to occupancy may attach in advance to a 
specific lot, parcel, unit, room(s), or portion of a hotel, or segment of real property, 
or may involve designation or selection of the same at a future time or times.”  

 
Despite Pacaso’s assertions to the contrary, Pacaso’s business model meets the City’s 

Ordinance’s definition of a “timeshare”.  The City’s definition, broken down into its constituent 
parts, applies to Pacaso. 

 
Specifically, Pacaso’s business model fits the following definition: “wherein a purchaser 

receives the right in perpetuity… or other extended term, to the recurrent, exclusive use or 
occupancy of a lot … annually or on some other … periodic basis, for a period of time that has 
been or will be allotted from the use or occupancy periods into which the time-share project which 
is involved has been divided.” 

 
Here, purchasers of a Pacaso LLC receive the right, in perpetuity or some other period 

defined in the LLC agreement, to the recurrent and exclusive use of the lot on which the residence 
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is located.  The right to such use is on some periodic basis, for a period of time that is allotted 
under the LLC agreement.  

 
Thus, by its terms, the City’s ordinance applies to a use such as Pacaso’s.  As such, Pacaso’s  

operations are not permitted in single family-zones within the City of Palm Springs, California. 
 
In addition to the City’s Zoning Ordinance, the City’s business license ordinance requires 

any party that is transacting any business within the City to first procure a business license and pay 
the applicable business license tax. (Palm Springs Municipal Code, § 3.48.010.)  Pacaso does not 
possess a City business license, nor has it paid any business license tax to the City.   As a result, 
Pacaso’s operations within the City also are in conflict with the City’s business license ordinance. 

 
Finally, several significant policy reasons justify the City’s prohibition against timeshares 

in single-family zones.   As the City’s Housing Element of the General Plan states, 
 
“Palm Springs considers housing affordability to be a critical issue. The inability to 
afford housing leads to a number of undesirable situations, including the doubling 
up of families in a single home, overextension of a household’s financial resources, 
premature deterioration of housing due to the high number of occupants, situations 
where children and seniors cannot afford to live near other family members because 
of the lack of affordable housing options, and in more extreme cases, 
homelessness.” (City of Palm Springs General Plan, Housing Element, p. 3-19, 
(2014-2019).) 
 
For every house that Pacaso sells to one of its limited liability corporations, to be used as 

a second, vacation home, that house becomes unavailable to a buyer or renter who could live there 
full time.  This necessarily reduces the amount of housing stock that is available for full time 
residents in the City.   The reduction in housing stock, in turn, feeds the affordability crisis, making 
the remaining houses within the City more costly. 

 
Pacaso may claim that it only purchases and sells “luxury” homes, and therefore does not 

impact the availability of affordable housing.  However, basic laws of supply and demand dictate 
that every home that is made unavailable to a full time resident, whether “luxury” or not, 
necessarily reduces the supply of homes, and therefore reduces the affordability of housing in the 
City. 

 
One of the policies of the City’s Housing Elements is to “protect established single-family 

residential neighborhoods from the transition, intensification, and encroachment of uses that 
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detract and/or change the character of the neighborhood.” (Housing Element, HS1.8, p. 3-63.)  
Pacaso portrays its business model as “the modern way to buy and own a second home”.  However, 
Pacaso’s “modern way” involves up to eight (8) investors and their guests rotating occupancy 
throughout the year.   Although the LLC investors are not technically “renters”, neighbors can 
expect the property to have many of the secondary impacts of vacation rentals, which are currently 
prohibited in many Coachella Valley cities and heavily regulated in Palm Springs.  For example,  
house cleaners will have to come to the home in between each stay, and the home can turn over 
multiple times in a week.  To a neighbor, that impact is very much the same as if the occupants 
were short-term vacation renters.  In addition, the “co-owners” of the limited liability company 
really have no connection with one another, other than their investment in the company.  All of 
this necessarily changes the character of a neighborhood, in contravention of the City’s stated 
policy of preserving the single-family residential character of its neighborhoods.   

 
Another Housing Element policy is to “preserve the supply of affordable rental housing in 

the community, including mobile home parks, publicly subsidized rental housing, and special 
needs housing.” (Housing Element, HS2.9, p. 3-68.)  As stated above, Pacaso’s business model  
removes single-family homes from the housing market for individuals or families who wish to 
reside in Palm Springs and therefore reduces the supply of affordable rental housing for those 
individuals or families. 

 
Therefore, Pacaso’s current operations within the City are unlawful and must cease 

immediately. 
 
Should you have any questions, please do not hesitate to contact me. 
 

 Sincerely, 
 

Jeffrey S. Ballinger 
of BEST BEST & KRIEGER LLP 
City Attorney 
City of Palm Springs 
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cc: Hon. Mayor and Councilmembers 
Justin Clifton, City Manager 
Teresa Gallavan, Asst. City Manager 
Flinn Fagg, Development Services Director 
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January 21, 2022 

 

VIA EMAIL  

Jeff Ballinger, Esq. 

City Attorney, City of Palm Springs 

jballinger@bbklaw.com 

 

 

Re: City of Palm Springs’ Correspondence of Dec. 6, 2021, and Pacaso’s  

Operations within the City of Palm Springs, California  

 

Dear Mr. Ballinger:  

 

As you know, our office has been retained to represent Pacaso in connection with the City of Palm 

Springs’ (the “City”) correspondence of December 6, 2021.  

 

In its December 6th correspondence, the City demanded that Pacaso cease its current operations 

in the City.  In that regard, the City identified three (3) points of concern with Pacaso’s 

operations within the City: (1) that Pacaso’s operations violate the City’s time share ordinances 

(Palm Springs Municipal Code § 93.23.11(A)); (2) Pacaso had not obtained a business license to 

pay the applicable business license tax (Palm Springs Municipal Code, § 3.48.010); and (3) 

Pacaso’s business model is incongruent with components of the City’s General Plan, i.e., the 

Housing Element since it negatively impacts the supply of affordable housing in the City and 

because Pacaso’s model “looks like” short term vacation rentals.   

 

We will address the above three (3) concerns in the order you addressed them.  The City provided 

the lengthiest analysis to the last of the City’s concerns, i.e., alleged violation of the City’s Housing 

Element policy.  In our telephone conversation regarding the City’s letter, you confirmed that issue 

was indeed the City’s chief concern with Pacaso’s operations in the City.  Before we discuss the 

City’s concerns, we have provided a little more background into Pacaso and its operations.  

 

Background and Pacaso’s Business Model 

 

The COVID-19 pandemic has fundamentally shifted the housing market in the United States and 

changed demand for second homes. An analysis from Redfin found that as of November 2021, 

demand for second homes was 83% above pre-pandemic levels. Reflecting low mortgage rates 

and corporate shifts towards permanent remote work policies, more people are choosing to relocate 

to second home destinations or buy second homes there.  
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Operating in this changed environment, Pacaso seeks to provide second home buyers a better 

option than a moderately-priced whole second home. By facilitating co-ownership, Pacaso 

empowers buyers to up level their focus toward luxury properties and away from lower price 

points, benefitting buyers and reducing competition for homes needed by those who live and work 

in Palm Springs full-time.       
 

Pacaso’s approach also lowers the barriers to second home ownership by simplifying the process, 

which opens the door to greater diversity. Second home ownership has traditionally,  been 

accessible only for elite and predominantly white buyers. In contrast, Pacaso’s owner group is 

organically diverse; as of June 2021,  30% of Pacaso’s clients were  non-white or identified as 

LGBTQ+. Pacaso organizes the ownership group, manages the legal process, and provides a 

property management service to streamline the home ownership experience for the co-owners. The 

concept of co-ownership through an LLC is not new; but Pacaso’s simplification of the process in 

a way that makes the experience accessible to people from traditionally underrepresented 

communities.      
 

Pacaso and its diverse clientele provide the City with an opportunity to be a partner, to embrace 

homeowners who are invested in the local community for the long-term, and to enrich and diversify 

the City’s community. We believe then that rather than be opposed to this model that the City 

should embrace the opportunity that Pacaso’s business model provides to better utilize the housing 

stock and support broader homeownership opportunities in the City. 

 

We will now analyze the three (3) points that the City raised in its December 6th letter.  

 

Analysis  

 

(1) Pacaso’s Operations Do Not Violate the City’s Time Share Ordinances. 

 

As set forth herein, the City’s attempt to challenge Pacaso under the City’s time share ordinance 

is flawed for several reasons. Despite the City’s assertions to the contrary, Pacaso’s business model 

does not meet the City’s Ordinance’s definition of a “time share”. 

 

The City’s Zoning Ordinance defines a “time share” as follows: 

 

…a “time-share project” is one in which time-share rights or entitlement to use or 

occupy any real property or portion thereof has been divided as defined in Section 

3.24.020(7) of the Palm Springs Municipal Code into twelve (12) or more time 

periods of such rights or entitlement.” (PSZC, § 93.23.11(A).) 

 

Palm Springs Municipal Code Section 3.24.020(7) defines “time share occupancy” as follows: 

 

. . .  occupancy related to the situation wherein a purchaser receives the right or 

entitlement in perpetuity, for life, or for a term of years or other extended term, to 

the recurrent, exclusive use or occupancy of a lot, parcel, unit, room(s), hotel or 

portion thereof, or segment of real property, annually or on some other seasonable 
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or periodic basis, for a period of time that has been or will be allotted from the use 

or occupancy periods into which the time-share project which is involved has 

been divided. The said right or entitlement to occupancy may attach in advance to 

a specific lot, parcel, unit, room(s), or portion of a hotel, or segment of real 

property, or may involve designation or selection of the same at a future time or 

times. 

 

A plain reading of the City’s time share ordinances makes clear that Sections 93.23.11(A) and 

3.24.020(7) do not apply to Pacaso.  

 

Pacaso’s small co-ownership model of single-family homes is starkly different from any “time 

share” project purportedly covered by Section 93.23.11(A). Pacaso creates a property-specific 

LLC for each home, which owns deeded title to the property. Then Pacaso organizes and vets a 

maximum of eight co-owners, which have ownership interests in the LLC and co-own the home 

in increments, typically ranging from 12.5% to 50%. The co-owners can purchase their desired 

ownership interest based on their expected occupancy needs, financial means, and even in certain 

circumstances their desire to participate in the LLC with co-owners of their choosing. At closing, 

the co-owners enjoy 100% ownership in the property, and Pacaso’s only role remains as      
property manager. 

 

On its face, the City’s ordinance does not apply to Pacaso. The ordinance only applies to 

entitlement to use or occupy any real property or portion thereof has been divided into twelve (12) 

or more time periods of such rights or entitlement. As pointed out above, Pacaso’s model does not 

divide the real property into time periods and title to the home is vested in the LLC which is owned 

by a maximum of eight co-owners.  

 

Moreover, and more fundamentally, the application of the City’s time share ordinance to Pacaso 

is misplaced since its model does not involve “time shares.”  A “time share project” only applies 

to the “recurrent, exclusive use, right to use or occupancy” of certain property. This is starkly 

different from the rights inherent to real property ownership, including possession, control, 

exclusion, and disposition. Pacaso homeowners have more than merely the right to “exclusive use” 

or to “occupy” a property. Just like any other residential homeowner, Pacaso homeowners own a 

real property asset in a single-family home that includes real property interests, rights and 

obligations, such as the right to possession, to control, to use and quiet enjoyment, to privacy and 

to exclude others, to sell the property, to make improvements or refurbish the property, etc.  

 

The City’s time share ban only applies to “projects” that have been “divided” into “use or 

occupancy periods,” such as the occupancy of a “segment of real property annually or on some 

other seasonal or periodic basis.” Section 3.24.020(7) and Section 93.23.11(A). (Emphasis 

added). Although these Municipal Code sections  are too ambiguous and vague to understand, it 

is nonetheless clear that it imposes a structure that differs from co-ownership of a residential 

single-family dwelling as employed in Pacaso’s model.  

 

The misapplication of the City’s time share ordinance to Pacaso is further confirmed by the 

definition of a “time share,” which omits any reference to properties used for residential, non-
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transient, non-commercial purposes. Section 3.24.020(7).  The City’s definition of a “time share” 

only applies to a “lot, parcel, unit room(s), hotel or portion thereof, or segment of real property 

annually or on some other seasonal or periodic basis”—all of which (to the extent they are defined 

in the Section) are commercial in nature and/or intended for a transient use.  

 

A Pacaso home clearly falls outside the definition of a “time share project” under its plain meaning, 

and by no stretch of the imagination qualifies as a hotel, condominium, or commercial property 

that the City’s ordinance aims to ban. Pacaso is a purely residential co-homeownership structure 

that lacks any resemblance to a commercial or transient-like use.  A co-owner of a Pacaso home 

is not a renter, an investor, or a transient occupant. A co-owner of a Pacaso home is an “acquiring 

owner” with ownership interest in the property. Co-owners are jointly committed to the principle 

that the relaxed enjoyment of the Pacaso home is one of their foremost objectives. This ownership 

structure facilitates a collaborative ownership experience with diverse individuals of their 

choosing.  

 

Plainly, Pacaso’s homeowners do not merely own the “right or entitlement to occupancy,” or “the 

recurrent, exclusive use, right to use or occupancy” of a property “for a period of time that has 

been or will be allotted from the use or occupancy periods into which the time share program 

which is involved has been divided.” 3.24.020(7).  Nor do Pacaso homeowners own the right to 

occupy only a “segment of real property annually or on some other seasonal or periodic basis.” 

Id. (emphasis added). Rather, Pacaso homeowners own a real property asset in a single-family 

home that includes real property interests, and rights and obligations shared among co-owners.  

 

Several other factors differentiate Pacaso homeowners from time share participants. Pacaso 

homeowners together have control of their home and are involved in decision-making regarding 

the property. They vote on matters such as selecting and replacing the program manager, 

renovations on the home or other changes to the interior or exterior design, and various other 

fundamental homeownership matters. Co-owners can even sell the home outright. Pacaso is merely 

a service.                    .  
 

Pacaso supports owners as a program manager, making their ownership experience seamless 

through LLC and property management services, interior design, scheduling service, and 

concierge services.  

 

Co-owners are not purchasing intervals of time (not on an “annual” or “seasonal” basis, or 

otherwise). Nor are co-owners purchasing the right to occupy only a “segment” of the home for a 

certain period of time. Co-owners’ ability to schedule time in the home is fluid and flexible.  

 

Pacaso homeowners are long-term oriented (like most homeowners) and have materially different 

incentives with respect to their conduct, use and treatment of the home as compared to short-term 

renters. This is because Pacaso homeowners are directly invested in the home, its surrounding 

neighborhood and community, and the long-term maintenance      of the property and community 

at large. Pacaso owners are true homeowners in it for the long-haul. They own for their personal 

use and enjoyment, not for profit. They can sell their interest at any point after the first year of 
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ownership by listing the property on the MLS with a local real estate agent, and they are strictly 

prohibited from renting out the property at any point to anyone.  

 

In contrast, a time share typically entails merely the right to use a fixed amount of time in a 

property. It is highly restrictive in terms of resell ability, pricing and control. Time share interests 

are usually held in multi-unit buildings or resort properties and use of the property is typically split 

across a large number of investors. Owners of a time share interest are unlikely to have any 

meaningful interactions with their neighbors, other time share participants, or other members of 

the community. Behaviorally (and due to the nature of the properties, the structure of time share 

ownership, and nature of the investment), time share owners resemble short-term renters or hotel 

guests.  

 

For all these reasons, it is clear that Pacaso’s properties do not fall within the purview of the City’s 

time share ban.  

 

(2) Pacaso Had Not Obtained a Business License to Pay the Applicable Business 

License Tax Since It Not Operating a Business. 

 

The City asserts that its business license ordinance requires any party, including Pacaso, that is 

transacting any business within the City to first procure a business license and pay the applicable 

business license tax. (Palm Springs Municipal Code, § 3.48.010.)   

 

Pacaso is not required to obtain a business license in the City.  The application of the above 

ordinance only is imposed upon the businesses, trades, professions, callings and occupations 

specified in Chapters 3.40 through 3.96 of the Palm Springs Municipal Code.  A review of the 

ordinances in Chapters 3.40 through 3.96 of the Palm Springs Municipal Code do not provide for 

application of those provisions to Pacaso.  For example, Palm Springs Municipal Code Section 

3.44.020, defines “Business” as follows: 

 

“Business” includes professions, trades, and occupations and all and every kind of 

calling whether or not carried on for profit. (Ord. 908 § 2, 1971: prior code § 

2101(a)) 

 

That definition does not apply to Pacaso nor would it apply to any entity that purchased residential 

property in the City for its own use.  The only function that Pacaso serves is to support owners as 

a program manager and possible property management services. If Pacaso homeowners 

collectively agree that Pacaso’s services are no longer desired, the owners that own their interest 

in full, can choose to terminate their relationship with Pacaso and self-manage their property.  

Pacaso does not agree, then, that under its model it is required to obtain a business license in the 

City.   

 

(3) Pacaso’s Business Model Does Not Negatively Impacts the Supply of Affordable 

Housing in the City, Rather, it Positively Impacts that Supply. 
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Finally, the City asserts that Pacaso’s business model violates components of the City’s General 

Plan, i.e., the Housing Element, since it negatively impacts the supply of affordable housing in 

the City and its model “looks like” and operates like short term vacation rentals.  

 

The City basis its assertion that Pacaso’s business model negatively impacts the City’s pool of 

affordable housing on its view of the laws of supply and demand, i.e., that for every home that is 

made unavailable to a full-time resident, whether “luxury” or not, necessarily reduces the supply 

of homes, and therefore reduces the affordability of housing in the City.  This understanding of 

Pacaso’s business model is far too simplistic.  Pacaso not only disagrees with this assertion it 

maintains that its model actually increases the supply of accessible housing in the City.  

 

First, the homes targeted by Pacaso are not what anyone would be deemed to be pulled from the 

City’s pool of affordable or accessible housing.  Pacaso targets homes that are typically between 

2-4X the local median value, but in some cases more. In the City, Pacaso serves five (5) homes, 

which had an average purchase price of $2.9M and a range of $1.75M-$5.2M. In comparison, the 

median home value in Palm Springs was $614,194 as of November 2021. Pacaso also does not 

overbid for homes. The housing market is extremely competitive and Pacaso is often outbid on 

homes.  

 

Pacaso’s overall involvement in the City’s housing market is small as well.  In 2021, there were 

2,270 homes sold in the City. Pacaso purchased only five (5) of those houses or 0.2% of total. 

 

Second, Pacaso helps second home buyers “up level” their purchase which means that they 

aren’t pulling from the City’s pool of affordable or accessible housing.  Today, a typical second 

homeowner uses their home 5-6 weeks out of the year.  The rest of the time, these homes either 

sit empty or rented short term. This traditional approach is an inefficient utilization of the 

housing stock that reduces moderately-priced housing available to those who live and work in 

the community full time.  

In contrast, Pacaso empowers second home buyers to redirect their focus towards luxury homes 

and away from homes at lower price points needed by the local workforce.  Rather than 8 

families competing at lower price points, Pacaso consolidates these families into a single luxury 

home instead.  In other words, whereas eight (8) separate purchases may have purchased second 

homes for themselves they are now only purchase one home.  Rather that negatively impacting 

the law of supply and demand for affordable housing then, Pacaso’s model positively impacts 

that supply.   

Pacaso is proud to make second home ownership more accessible and enjoyable. By facilitating 

co-ownership, Pacaso lowers the barriers for all buyers, including traditionally underrepresented 

groups. As pointed out above, as much as 30% of Pacaso’s clients were non-white or identified 

as LGBTQ+. 

The City has also identified another one of the policies of the City’s Housing Elements that it 

believes Pacaso’s model violates, i.e., to “protect established single-family residential 

neighborhoods from the transition, intensification, and encroachment of uses that detract and/or 
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change the character of the neighborhood.” (Housing Element, HS1.8, p. 3-63.)  The City believes 

that Pacaso’s business model essentially will “look like” a vacation rental to neighbors of a Pacaso 

property.  The City, then, argues that there is very little difference from a vacation rental and a 

Pacaso property.  This argument is wrong on a number of counts. 

 

First, as pointed out above, Pacaso’s model consolidates second home buyers into one dwelling.  

Thus, rather than eight (8) families owning second homes, lightly occupied, they together own 

only one.  This is important since those same eight (8) families not only may have purchased           
moderately-priced housing but they would have been more than likely to have rented those same 

dwellings out on a short-term basis when not using it. Pacaso’s business model eliminates those 

eight (8) other homes from the short-term rental market.  

 

Second, nothing about the City’s stated Housing Element goals is at odds with Pacaso. Pacaso is 

a purely residential co-homeownership structure that resembles, in structure and in use, any other 

residential home (whether co-owned or not). For this reason, for example, to the extent the City 

seeks to “prevent undue concentration of population” or “promote the public interest, health, 

comfort, convenience, safety and general welfare,” there is no rational basis between the City’s 

stated goals and targeting Pacaso.  A Pacaso home is no different from any other single-family 

residence. Pacaso’s homes are subject to the same residential occupancy rules as other homes, and 

homeowners respect the same rules that other owners are expected to follow. Pacaso co-owners 

agree to several additional restrictions that ensure their use promotes public interest, safety and 

comfort. For example, there is a maximum of eight co-owners for any home, with only one family 

using the property at a time; co-owners are prohibited from having large events or parties that 

exceed the maximum occupancy for the Pacaso home; co-owners adhere to a 9 p.m. to 7 a.m. quiet 

hour policy; co-owners are prohibited from renting the home; and Pacaso encourages homeowners 

to avoid parking on the street unless absolutely necessary, etc. In sum, Pacaso homeowners are no 

different from other homeowners in the City, thus, efforts to preclude their homeownership does 

nothing to advance the “convenience, safety and general welfare” of the citizens of the City.  

 

Pacaso takes neighbor relations seriously and has policies in place that reflect our commitment. 

All owners agree to Pacaso’s Code of Conduct, which prohibits rental of the home for any length 

of time, large parties or events that would disrupt the neighbors, among others. If Pacaso learns 

that the policies have been violated, the company takes action and has the right to suspend owner 

stay rights. Below is a schedule of enforcement actions should policies be violated. 

● After one (1) such policy violation in any eighteen (18) month period, Pacaso may 

deliver a written warning. 

● After two (2) such policy violations in any eighteen (18) month period, Pacaso may 

deliver a subsequent written warning and/or suspend owner stay rights for up to one (1) 

month. 

● After three (3) such policy violations in any eighteen (18) month period, Pacaso may 

suspend owner stay rights for up to three (3) months. 

● After four (4) such policy violations in any eighteen (18) month period, Pacaso may 

suspend owner stay rights for up to four (4) months. 
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● After any subsequent policy violations in any eighteen (18) month period, Pacaso may 

suspend owner stay rights for up to four (4) additional months. 

 

Pacaso has the potential to be an excellent partner of the City and local businesses. Pacaso’s new 

homeowners are part and parcel of the underlying economic ecosystem. Unlike absentee second 

homeowners, Pacaso owners occupy their home and support local businesses year-round, 

including those disproportionately impacted by COVID-19, such as restaurants and retail shops. 

Therefore, Pacaso’s business model should positively impact not only the coffers of local business 

but that of the City’s. Additionally, Pacaso itself employs on average between 8-10 local 

businesses per property, including real estate agents, property managers, landscapers, pool 

cleaners, home cleaners, laundry services, handymen, local artists, and more.  

 

As a demonstration of how Pacaso is working in the real world, Pacaso now operates in more 

than 30 markets across the United States.  Most local leaders have acknowledged that co-

ownership is a common practice and property right, and none have implemented regulations that 

target co-ownership.  

Conclusion 

 

Pacaso’s business model will provide second homes to a diverse clientele base who will be 

homeowners who are invested in the local community for the long-term.  These homeowners will 

both enrich and diversify the City’s community. Additionally, because Pacaso’s model will 

concentrate would-be second homeowners into upper scale residential housing, the City’s pool of 

affordable or accessible housing is not negatively impacted but is, rather, positively impacted.  We 

believe the City of Palm Springs should embrace the opportunity that Pacaso’s business model 

provides and we invite a response by the City confirming that it will abandon its challenge to 

Pacaso’s operations in the City.  Pacaso believes strongly in its mission to enrich lives by making 

second home ownership possible for more people and will pursue all necessary courses of action 

to defend the rights of the homeowners Pacaso serves.  

 

Sincerely, 

SBEMP LLP 

 

Bruce T. Bauer, Esq.  

 

 

cc:  Justin Clifton, City of Palm Springs City Manager 

       CityManager@palmspringsca.gov 
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