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CONSIDERATION OF AN INFORMATIONAL REPORT ON THE STATUS OF THE
QUEENSWAY BAY DEVELOPMENT PROJECT AND THE CITY OF LONG BEACH'S
COMPLIANCE WITH THE QUEENSWAY BAY EXCHANGE AGREEMENT, AS
REQUESTED BY THE COMMISSION

At its October 1, 2002 meeting, the California State Lands Commission (CSLC or
Commission) directed staff to provide an update on the status of the Queensway Bay
Development Project and compliance with the terms of the City of Long Beach /
California State Lands Commission subject agreement (Agreement), approved by the
Commission on September 17, 2001, at the next meeting.

BACKGROUND

In response to various concerns raised by Long Beach residents about the Queensway
Bay Development Plan, the Commission at its April 20, 2000 meeting, directed staff to
hold a public workshop in Long Beach to gather information about the issues being
raised and to then prepare a report containing the analysis of the issues and
recommendations for Commission consideration.

On July 20, 2000, CSLC staff held the public workshop in Long Beach and heard from
approximately 45 participants.

The staff report was subsequently completed and considered by the Commission at its
April 24, 2001 meeting. The report analyzed the Queensway Bay Development Plan
within the scope of the Public Trust Doctrine, the statutes that affect the Long Beach
tidelands grant, the authority/jurisdiction/responsibility of the CSLC, the
jurisdiction/responsibility of the City in managing its legislatively granted tide and
submerged lands, and addressed other issues raised at the workshop not related to the
Queensway Bay Development Plan. The primary issue raised by the project opponents
and addressed by the staff report was whether the Long Beach granting statutes and
the Common Law Public Trust Doctrine allowed certain uses proposed in the Phase Il
land use plans of the Queensway Bay Development Plan.
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The report concluded that certain non-trust related uses when taken in the specific
factual context of the Queensway Bay Development Plan were not barred by the
granting statutes or the Public Trust Doctrine, but could be considered incidental to the
enjoyment of public tidelands. The staff report characterized the Queensway Bay
Development Plan as a multi-use public recreation and commercial recreation
development that provided for a variety of uses, including some which are clearly
consistent with accepted Public Trust uses. The Queensway Bay Development Plan
provided for hotels, restaurants, parking and other uses which are vistior serving and
provide necessary and ancillary support services to facilitate the public's Constitutional
right of access to public trust property. Staff acknowledged that the proposed movie
theaters, bookstore, and large scale retail uses were not traditional Public Trust uses,
but would occupy a relatively small (3+ acre) area and could be considered necessary
to draw crowds to support the nearby trust uses. Staff recommended that the
Commission take no further action on this matter.

The Commission did not agree with the staff's report that the uses described, such as a
movie theater, large format movie theater, large scale retail venues and a day spa, for
five parcels within the Queensway Bay Development Plan, were consistent with the
Public Trust Doctrine. The Commission directed staff to work with the City and the
Attorney General's Office in an endeavor to explore alternatives for resolution of the
matter.

The CSLC staff, with the assistance of the Attorney General's Office, and the City of
Long Beach negotiated a land exchange agreement pursuant to Public Resources Code
Sections 6307 that would free the five parcels from the statutory and common law
trusts, to allow them to be used for non-trust purposes, and exchange those five parcels
with lands that have equal or greater value and greater utility to the trust.

The Commission, at its September 17, 2001 meeting, considered Calendar Item #89,
which recommended the termination of the State's public trust interest in and exchange
of the five parcels within the Queensway Bay Development Plan for certain other
parcels along the Los Angeles River. Following testimony from project proponents and
opponents, the Commission expressed four general concerns regarding the public trust
termination of the five parcels and the proposed development. The Commission
expressed concern with the possibility that Developer might drop out and that the City
could retain another Developer or proceed with the development itself and therefore the
Commission required that all agreements between the City and the Developer be in
place by May 31, 2002. Second, the Commission was also concerned that the actual
construction of the project might be drawn out over a long period of time and therefore
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required that the project proceed without phasing. Third, the Commission was
concerned that the actual development, facilitated by lifting the Public Trust from the five
parcels, reflect the uses set forth in the plans before them and that the uses not be
changed. And finally, the Commission required that should the May 31°' deadline not be
met the Agreement would expire, and if the other conditions were not met the parcels
would revert back as Public Trust lands.

In order to implement the Commission's concerns, staff incorporated the following
conditions into the Agreement: (1) All necessary agreements between the City and the
Developer shall be in place and effective prior to June 1, 2002, meaning that the close
of escrow must take place on or before May 31, 2002; (2) The Developer must proceed
with the development of the project without phasing and the City shall deliver to the
CSLC a copy of the final plans for construction no later than 21 days prior to
commencement of construction; (3) The initial uses of each structure on the five
Queensway Bay parcels must be as follows: A1 - large screen format theater, C1 - day
spa or retail, C/D (second floor) - multiplex movie theater, D1 - retail, and E - retail; (4)
Should the deadline not be met, the Commission's approval of the land swap would be
of no further force and effect. If a violation of (2) or (3) above occurs, the relevant
parcel(s) revert back to their prior public trust status. These conditions are set forth in
Section I.H. of the Agreement and the required uses are illustrated in Exhibit O of the
Agreement (both in Exhibit A attached).

CURRENT STATUS

Commission staff has determined that subsection 1 of Section I.H. of the Agreement,
requiring that all necessary agreements between the City and the Developer be in place
and effective prior to June 1, 2002, has been complied with. Compliance took place
upon close of escrow of the Agreement and related documents on May 23, 2002.

In addition, staff was sent the final plans for construction on June 17,2002, copies of
which are on file at the Sacramento CSLC Office, as required by subsection 2 of
Section I.H. Staff reviewed final construction plans and confirmed their location within
the five QWB parcels. Staff conducted a site inspection to determine whether
construction was beginning immediately upon close of escrow, confirming the City's
report that an old storm drain line was being removed in preparation for grading and
construction activities. One condition that remains in subsection 2 is "completion"
without phasing. Staff recently completed an on-site investigation of the project area
confirming the City's report that the project site, including the five parcels, has been
graded and the subject parcels are being prepared for pouring of foundations.
Therefore, staff has determined that the project, thus far, is progressing without phasing
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and staff will continue to monitor the project site to ensure that the City remains in
compliance with the Agreement.

Until the structures are completed and open for business, as provided in I.H.3 of the
Agreement, a determination of satisfaction of the use requirements under subsection 3
would be premature. However, staff has determined that the current leasing status,
while lacking tenants for several parcels, is not inconsistent with the Agreement at this
time. The current leasing status, as provided by the City and confirmed by the
Developer, demonstrates that only one parcel, parcel C/D, has an executed operating
agreement. It is for the operation of a multiplex movie theater on the second floor.
While the Agreement does not contemplate the specific use for the first floor of parcel
C/D, the Developer has secured an agreement for the operation of GameWorks, a
family entertainment, retail, and restaurant venue. The other four parcels, A1, C1, D1
and E, do not currently have executed leases (Exhibit B attached) and therefore
compliance with use restrictions by future tenants is not determinable at this time.
While there have been some reports describing "service orientated" businesses, such
as a dry cleaner, being considered for uses within the Queensway Bay Development,
CSLC staff has expressed its concern to the City that such a use is not a Public Trust
Use nor is it a use contemplated and allowed by the Agreement.

In addition to monitoring compliance with the provisions of the Agreement, which affect
the five subject parcels, staff has continued to monitor other proposed uses within the
entire project to insure consistency of the other proposed uses with the Public Trust
Doctrine. Staff has determined, through reports from the City and confirmed by the
Developer, that the leasing of the project, thus far, does not appear to be inconsistent
with uses proposed on the original plans submitted to the Commission (on file at the
Sacramento CSLC office) or the Public Trust Doctrine. Large portions of the executed
leases are for restaurants, a type of visitor serving public use consistent with the
granting statutes to the City of Long Beach and the Public Trust Doctrine.

The Developer is required to build a minimum of 350,000 square feet, in accordance
with the ground lease, and is permitted to build up to a maximum of 508,550 square
feet, according to the California Coastal Development Permit and the City entitlements,
issued prior to CSLC consideration of the project. Currently, the Developer has
indicated a desire to build approximately 370,000 square feet, which is within the
permitted range. As was discussed at the October 1, 2002 CSLC meeting, the
Agreement, unlike the City's Coastal Development Permit issued by the Coastal
Commission, did not set density standards for development nor set requirements for the
entire project. Rather the Agreement dealt with the five parcels in which the uses
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contemplated for those parcels were deemed by the Commission to be inconsistent with
the Public Trust Doctrine.

EXHIBITS:
A. Section I.H. and Exhibit O of the Queensway Bay Exchange Agreement
B. Current Leasing Status

C. November 7, 2002, City of Long Beach letter
RECOMMENDATIONS:
IT IS RECOMMENDED THAT THE COMMISSION:

1. DIRECT STAFF TO CONTINUE TO MONITOR THE LEASING STATUS AND
COMPLIANCE WITH THE QUEENSWAY BAY EXCHANGE AGREEMENT.

2. DIRECT STAFF TO BRING TO THE COMMISSION’S ATTENTION ANY
ACTIONS CONSTITUTING NON-COMPLIANCE, INCLUDING LEASING
ACTIVITIES THAT IT BELIEVES ARE INCONSISTENT, WITH THE TERMS OF
THE QUEENSWAY BAY EXCHANGE AGREEMENT.
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