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CITY OF LONG BEACH
(PARTY)

Review of validation action brought by City of Long Beach, relating to expansion of the
Long Beach Convention znd Entertainment Cenger.

This item was scheduled for informational purposes 1o allow public input.
Written and oral testimony was submitted by the City of Long Beach and Steamship
Opeiator's Association of Southern California.

#ollowing submission of that information the Commission adjourned to Executive
Sessiof to discuss the pending litigation. The Commission reconvened and znfiounced
that it had directed staff and the Attomey General's Office to enter negotiations with the
City of Long Beach regarding the validation action anc presentation of tiie Commission's
oversight responsibilities.
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May 23, 1991

robert C. Hight

chief counsel

State Lands comnmiusion

31807 - 13th street
sacramento, california 95814

Dear Mr. Hight:

The expansion of the Long Beach Convention and
Entertainment Ccenter ("Center”) will include»approximately
137,000 square feet of additional exhibit space, approxi-
pately 66,000 square feet of additional meeting room Space,
a ballroom containing approximately 22,000 sguare feet, 2

parking structure which when added to existing parking

structures and facilities will contain approximately 4830

parking spaces, approximatel 0 additional square feet

of public circulation space and service/support areas and qIb

1andscaping, gurnishings, furnitura and equipment.

The financing arrangement for the Center expan-
sion, as reflected in the Third Cooperation Agreement
(Exhibit ugn of the validation Complaint), contemplates the
expanditures of trust revenues, i.e., Barbor revenues, on
the improvement of a trust asset; i.e.., the Center. The
total sum to ke disbursed by the Board of Harbor
commissioners on account of the € i is the sum of 980
million. Of £hat total sum, the fi ijliion (which
includes those sums previously paid for this second year of
project management, plans a B! ions and the
preparation of an environmental impact report for the
expansion) js a debt of the redevelopment Agency secured by
a pledge of transient occupancy: taxes Fealized from the
powntown Long Beach Redevelopment project Area in which the
Center is situated. The debt is to be repaid toc the Board
in annual jnstallments of $1.5 million each over a 20 year
period commencing october 1, 1993, if the expansion is
completed by that date, othervise commencing october 1,
1994.

In addition, the Board of Harbor commissioners and
the'Redevelopment Agency have entered into an agreement with
respsct to the Wwest Long Beach Industrial Redevelopment
project area {which includes the northerly portion of the
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Harbor District) by which the Agency has agreed to reimburse
the Beoard for $25 million of street and highway infrastruc-
ture improvenents designed to enhance traffic flows within
the Port of Long Beach.

The Board's total investment in the Center
expansion will be $25 million. No interest is charged on
the Agency's debt in consideration of the Agency's
participation in the financing of the Center expansion. The
Agency is contributing $55 million of its revenues
(transient occupancy taxes and tax increment funds) toward
the Center expansion.

Under the Third Cooperation Agrcement the Board
has contracted for the Agency to perform certain construc-
tion activities. The Board retains ultimate supexrvision,
management and control over the expansion project including
the power and authority to approve /i) the Agency's
construction budget for the preject; (ii) the plans and
specifications; (iii) all change orders which (w) constitute
or portend a change in the design concept; (x) will result
in a net increase of cost of any bid item by an amount in
excess of $§50,000:; (y) will cause the cost of “he expansion
to exceed $80 million; (z) or will result in an extension of
the completion date or any combination of the matters
listed; (iv) monthly requests for reimbursement of sums
expended by the Agency for the expansion. The Agency is
obligated tc submit to the Board monthly construction
progress reports and a comparison of costs expended and sums
budgeted.

The City Council of the City of Long Beach con-
cluded that the Center expansion is necessary and
appropriate to promote and accommodate ths tideland trust
and needs of the granted tide and submerged lands as recited
on page 5 of City Council Ordinance No, C-6843 (Exhibit "H"
of the Validation Complaint). Documerits relating to that
finding including, but not limited to, the Keyser, Marston
study and the Pannell, Kerr, Forrster study and report and
the EIR have been furnished tc the Attorney General.

The Board of Harbor Commissioners vf the City of
Long Beach has concluded that the Center expansion will
properly promote and accommodate tideland trust and the
needs of the Port of Long Beach. Pleass refer to the letter
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from C. Robert Langslet, President of the Board of Harbor
Commissioners, dated May 21, 1991 which states the primary
Teasons for the Board's decision concerning the Center
expansion, and alse the Harbor Resolution No. HD-1541,
adoptad by the Board on February 11, 1991, and the Third
Cocperation Agreement executed on behalf of the Bosard of
Harbor Commissioners on February 20, 1991. Said documents
are Exhibits ®I® and "J% of the Validation Complaint.

Very truly yours,

R At

OCHN R. CAILHOUN
CITY ATTORNEY
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May 22, 1991

State Lands Commission
1807 - 13th Street
Sacramento, California 95814

Attentiopn: Robert Hight

Daniel . Langren
State of California

ey General
: Suite 233

-0, Californja 95814

Expansion of the Long paach
Convention apng Zntertainment Center
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When the original expansion of the Center was conmpleted
in 1978, the Port of Long Beach handled 30,280,000 metric revenue
tons of cargo and received $27.300,000 in revenue from its
operations. In 1990, the Port handled 74 762,000 metric revenue
tons of cargo and receivsd $101,494,000 in revenue. Trade with
Pacific Rim nations, Port personnel and the promotion of the Port
all are credited for a large part of this gi'owth. In 1991,
nowever, that growth rate has decreased and is leveling off. To
continue to realize manageable growth, the Port of Long Beach is
focusing on new import and more export traffic. Promotion of the
Port is essential tc this growth. The Board of Harbor Commis=
sioners believes in its business judgment that the proposed
exparnision of the Center will bring new and larger regional,
natiocnal and international conventions and trade shows to Long
Beach. This providzs the opportunity to make these industries
and member businesses aware of the exporting and importing
facilities and services offered by the Port.

The hotels, which are located in the Harbor District
and cn the tidelands adjacent to the Center are operating at
unsatisfactory occupancy levels. All three nhotels are trust
assets. The Center expansion will increase the accupancy in the
trust hotels. In 1974, in connection with the then proposed
expansion of the Center, Arthur D. Little, Inc. prepared a study
for the City of Long Beach. This study was based upon two basic
assumptxons which recognized the synergistic rzlationship between
the size of the Center and the number of available hotel rooms.
First, the study assumed that within two to four years after
completion of the Center there would be up to 3,000 hotel rooms
within a reascnable distance of the Center. Second, the Center
would cffeir 100,000 square feet of exhibit space and meeting
rooms having a total capacity Yor approximately 3,000 persons.

In addition, the Center would offer the availabil1ty of the
auditorium, large lecture hall and parking for up to 2,000 cars.
With the assumed Center and hotel capacities, the study concluded
that the Center could be expected to attract twenty (20) trust-~
related events each year.

The Center, as expanded in 1978, contained approxi-
mately 88,000 square feet of exhibit space, 23,000 square feet of
meeting rooms and parking spaces for 3,000 cars.

The growth in the inventory of hotel rooms, as assumed
in the Aaxthur D. Little, Inc. study, initially did not occur.
The hotel rcoms were not developed as soon as anticipated. When
sufficient hotel rooms did exist with’n a reasonable distance of
the Center, the nature of the convention and trade show business
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had evolved. Conventions now require more exhibit and meeting
room space than was previously required. In 1974, according tQ
the Arthur D. Little, Inc. study, a mid-size 3,000 person
convention required 100,000 square feet of exhibit space. A mid-
size convention now requires up to 225,000 square feet of exhibit
space and up to 70,000 square feet of meeting rocm space as was
reported by Pannell, Kerr, Forster to the City in 1988.

The delayed development of hotel rooms and the
evolution of the convention business has resulted in the Center
being too small to attract conventions or trade shows (whethei
trust related or otherwise) required to f£ill the existing hotel
space. This detrimentally affects the financial strength of the
hotel trust assets. Pannell, Kerr, Forster concluded that an
expanded Center with the existing inventory of hotel rcoms could
successfully attract the nid-sized conventions and trade shows of
industries and associations which require 100,0000 to 225,000
square feet of exhibit hall space and up to 76,000 square feet of
meeting room space. The Long Beach Area convention and Visitors
~ouncil estimates that the expanded Center could be expected to
attract 25 trust events annually which translates into 85 to 10¢C
event days of use jer year.

Finally, the Board was aware that the convention
industry has realized substantial growth since the original
expansion of the Center was completed. Within the past five
years, the industry has grown at an average annual rate in excess
of ten percent (10%). Within the samne five year period, 12.7
million square feet of exhibit space has been added to the
industry base in Canada and the United States. The Center has
primarily been serving regional and state associations and
industries, when the Port business relates to the larger national
and international industry as well. Other facilities are
competing for conventions presently located in Long Beach.
Industries and associations using the present Center facility
have outgrown the Center. For example, the Western Shoe Show the
Gutenberg Festival, Action Sports Retailers, West Coast Golf
Show, the Bicycle PLezalers Showcase, National Sporting Goods,
International Auto Sho¥. each of wnich exhibit merchandise or
machinery igported thfough the Port, all require more exhibit
space than the Center is able to offer. The Southern California
Marine Asgociation Boat Show has reduced the duration of its
event to five days. The Board is informed that there are
conventions and trade shows whose delegate membership and exhibit
space requirements are such that the expanded Center will be able
to acccommedate such trust events (see attached list for
examples). Expansion of the center will not only maintain but
increase the Center's position in a highly conpietitive industry.
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The expanded Center will provide a significant
promotiocnal tool for the development and continued growth of the
Port's import and export trade, will help insure the financial
viability of the hotel trust assets and will insure the financial
viability of the Center in a very competitive corivention and
trade show environment. By Chhapter 676, Statutes of 1911,
Chapter 102 statutes of 1925, Chapter 138 statutes of 1935, the
city Charter and applicable law, the City and the Board are
mandated to develop the granted tidelands *. . . for the
establishment, improvement and conduct of a harbor and for the
construction, maintenance and operation thereon of wharves,
docks, piers, slips, Juays, and other utiiities, structures and
appliances necessary or convenient for the promotion and
accommodation of commerce and navigation . . . ." with the
continued develcopment of Pacific Rim countries, international
trade through the Port of Long Beach becomes more vital to the
local, state and national economies. Industries such as
computers, steel, electronics, automobiles, wearing apparel,
sports equipment, tcols and hardware, cosmetics, robotic machine
tools, office products, etc., which wvere primarily domestic
industries are now significantly connected with the Pacific Rim.
The Board is keenly aware that to attract foreign trade, both
export and import, promotion of Long Beach's harbor facilitic s is
essential. Having selected the mid~sized convention and trade
show market for the expanded Center, the City of Long Beach and
its Bocard of Harbor Commissioners with the Long Beach
Redevelopment Agency are attempting to accomplish the stated
purpose of the Center, the promotion and accommodation of the
Port of Long Beach and the tidelands trust.

Ve iyou

Z

£

, td
C. Kobert- lLangslet,
President
Board of Harbor comnissioners




POTENTIAL TRUST EVENT USERS REQUIRING
EXPANSION oF Long BEACH CONVENTION & ENTERTAINMENT CENTER

ZATION ATTENDEES ROOMS  gross SQ_FT
Industrtal Fabrics Assn, Int'], 6009 1500 180,000

Luggage & Leathep Goods
Manufacturers of America 2509 130.000

Rationay Petrolewn Refiners Assn. 1600 80.000
Natfonal spa 3 Pool Instityte 4100 185,000
Optical Sociaty of Azerica 2500 100,000
Diving Equipmant Manufactyprers Assn. 2200 190.000

Seciety of Kaval Architects and Marine
Engineers - Offshore Technical Conf. 30000 150.000

Spzcialty Advarﬁsing Asscciation 5000 160.000
Horld Aquacyj ture Society 1200 112,000

TRADE suous

ORSANIZATTON ATIENDEES  ROGMS  gross s T
ORSANIZATION ATTEMDEES GROSS sQ FT

WESCON, Nestearn Electronics
Show & Conventicn 50005 3000 160.000

Intematicna] Kusie g Sound Expo

National Association of Nusic
Herchiats 12060 2200 150.000

Ace Hardware Fall Convention g Exso 8000 4900 129.200

Prepared by: Long Beach Areg Convention ang Visitors Council, Ipc,
5791
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147i0n of SOUTHERN C ALIFORNIA

-Founded in 1927° Serving the Maritme Incuistry for over 64 yorrs®

<Representng Southermn Salfornia Stoamship Owners, Agents, Stevedores and Terminal Operators®

May

CHAIRMAN OF THE BOARD
R.S. Bliss
Matsor Navigation Company

Lt.

17,

The Honorable
Governor
The State Lands

1691

Leo McCarthy
and Chair
Comrm155100

1807 13th Street

PRESIDENT
Geurge B. Marshall
Mitsus O.SK. Lines (America) Inc.

Sacvanento,

CR 95814

Dear Chairaan McCarthy:

VICE PRESIDENT
Richard Scoit
Insernasional Transporiation Service, Inc.

SECRETAR\VTREASURER
Andrew T. Lunley
OOCL (USA)ire.

will

EXECUTIVE SECRETARY
Jay K. Winter

DISECTORS

C@wnMumymdwmqu
Stevedoesag Services of Amzrics

Denrlr 3. Brennan
*K* Ling Amezice, fac

Larry A. Keller

Maersk inc.

Charles H, Kexz
Trans-American Steamship Agancy

Robert D. Kleist
Evergraen International Corp. (USA), L,

Pater McGivens
Marise Terminals Corp.

John Sulliven
Sea-Land Services. Inc.

Michse} E. Strickiend

HYX Line (North Amzzioedd86 o
Copy foraendsd X {_35, €N,
-%ﬁ‘be's,\.\-l,;‘.?-’ '

G233

000 WILSHIRE BLVD.. SINTE 1434 105 ANGELES, CALIFORN
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LONG BEACH CONVENTION CENTFR
MAY 17, 1991

highest port fee structure on the U.S. West Coast. By using
port funds for a non port related facility this fee
structure will be forced even haigher.

# The City of Long Bedch has ‘been entrusted with a valuable
state and national asset, a seaport that serves a5 a major
gateway for California and U. « Cowmmerce. This asset

shouid be preserved, protected and maintained for all the
people of California that use it and depend on it for their
livelihoods.

* The port’s tenants and users already pay millions of
dollars in local taxes, and in addition the port pays the
city for police and fire protection. The city needs to
realize that enough i< enough! The Port of Losi:g Beach

is facaing a growing challenge froe the ports 1n the Pacific
Northwest. 1f the Port of Long Beach bescomes saddled

with extraneous denmands en its resources i1t will not be
position to effectively conpete with Portlarnd, Seat%le and
Tacowna, and thus be able to preserve the Jobs and benefits
that Californ:ians enjyoy as a result of the port's maritaime
activities.

We look forward to the cpportunity to cosment on this matter /ax
your May 23rd hearing.

Yours %truly,

eorge Marshall
President

ce:- Charles Warren, Executive Dirvector
Ed Manning, Los Angeles office of Lt. CGovernor
~Robert-Collins, Los Angeles office Attorney General
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Foreign LGty ;
Shipowners W Lo S
o Wi Association : @
BrriBer i OF THE PACIFIC COAST (Esieblishet in 19341 0t
Strest, Suite 300, San Francisca, CAg4111 Mail Address: P.O. Box 7861, San Francisco, CA 94120
Talephone: (415) 986-7904

635 Sacramsnio
H. P. Blok, Executive Sectotary

Mr. Charles Warrch
State Lands Commission
1807 13th Street
Sacramento, Ca. 95814

Dcar Mr. Warren:

" As you arc no doubt aware, +the City of Long Beach is
attempting to usc Port of Long Beach funds for City projeccts
at ite <Zonvention CenteX. ané perhaps a mnuseum, tO the
extent of $80,000,000. These funds are supposedly to be
repaid to the extent of 555,000,000, although the purported ’
repayment seems Lo be mainly croated with "air".

We are deeply concerncd about this diversion of Port of Long
Beach funds and its effect of the financial viability of the
Port in the future.

It is our understanding that the State of California Lands
Commission cntrusted the Port of Long Beach to the Cicy -of
Long Beach under the proviso that the l1and. be used only for
commerce, fisheries and recrecation. The City of Long Beach
Charter dclegates these responsibilities to the Pors of Long
Beach Harbor Department.

we understand the Long Beach City aAttorncey is about to -start |
<he valicaticn sroceduro O iarermine if the funding of the
City Convention Center falis within the carameters of the |
. State Tidelands act. :

we ara strongly of the opi +hat this is an inapprcpriate

gse of Harbor funds anc inconsistent with the lanés




entrustment, as well as potentially damaging to the future
financial viability of the Port cf Long Beach.

Very truly yours,

FOREIGN SHIPOWNERS ASSOCIATION
OF THE PaCIFIC COAST

N

Henri Blok
Executive Secretary

o o~

Hon. Leo McCarthy - Chairman, State Lands Commission
Hon. Gray Dawis - Member, State Lands Commission
Mr. Thomas Haves - Member, State Lands Commission
City Attorney, Long Beach
Board of Directors, Foreign Shipowners Association
Mr. G. s. Jones - pPresident, General Steamship Corp.
dr. W. A, Trok - President, Macrsk Pacific Ltd.
Mr. J. B. Willams - President, Showa International
Mr:. J. With-Seidelin - Chairman, Interocean Steam-

saip Corporation
Mr. U. Janssen - Vice President, K Line America, Inc.

Mr. H. Harrington - Vice President & Genéral Manager,

Star Shippirg (USWC), Inc.
Mr. Leo Brien - President, Pacific Merchant Shipping

Association
Mr. George Marshall - President, Steamship Association

of Southern California
Mr. Aac@rew Lumley - General Manager, OOCL (US3). Inc.

«
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