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STAFF REPORT ON THE CITY OF LONG BEACH PUBLIC TRUST REVENUES,
INCLUDING PROPOSITION D — A CITY OF LONG BEACH CHARTER AMENDMENT
RELATING TO THE ALLOCATION OF PUBLIC TRUST REVENUES DERIVED FROM

THE PORT OF LONG BEACH OPERATIONS, CITY OF LONG BEACH, LOS
ANGELES COUNTY

INTRODUCTION

The State Lands Commission (CSLC or Commission) has the statutory responsibility to
oversee the management of sovereign public trust lands and assets by legislative
grantees who manage these lands, in trust, on behalf of the State. (Public Resources
Code section 6301, et. seq.; State of California ex rel. State Lands Commission v.
County of Orange (1982) 134 Cal App. 3d 20, 23). The Commission and its staff
exercise this responsibility and authority through various mechanisms, including
informational staff reports discussing the status of a particular trust grant.

BACKGROUND

The State’s sovereign tide and submerged lands within the City of Long Beach (City)
were legislatively granted, in trust, to the City pursuant to Chapter 676, Statutes of
1911, and are held subject to the trust as subsequently amended by the Legislature.
Through the City’s Charter, portions of these public trust lands are within the Port of
Long Beach (Port) and are managed by the Long Beach Board of Harbor
Commissioners. The Harbor Commissioners are appointed by the Mayor and
confirmed by the City Council. Port trust funds are held in the Harbor Revenue Fund.
The City’s remaining public trust lands and assets are managed by various other City
departments, including the Gas and Oil Department, which oversees oil operations
within the City. City trust funds are held in the Tidelands Operating Fund.

The Legislature has been significantly involved in the Long Beach trust grant since
1911. There are approximately twenty-three legislative acts which govern the use of the
State’s tide and submerged lands granted, in trust, to the City. All these statutes remain
in effect and cumulatively provide the authority and parameters for use and
management by the City of these public trust lands and assets. While the Legislature
has provided no specific provision for Commission review of the City’s management of
its public trust lands, other than for oil operations plans and budgets and for projects
involving the expenditure of oil revenues (Chapter 138, Statutes of 1964, First
Extraordinary Session, as amended by Chapter 941, Statutes of 1991), the Commission
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has the general authority under Public Resources Code Section 6301, et. seq. to review
the City’s management of its trust grant..

The City and its trust grant have also been at the forefront of many of the California
courts’ analyses of public trust land and asset management and operations. For
example, the seminal case guiding what constitutes a proper use of public trust
revenues is Mallon v. City of Long Beach, (1955) 44 Cal. 2d 199. In 1951 the California
Legislature passed a statute (Chapter 915) freeing tens of millions of dollars of tidelands
revenue from the statutory and public trust restrictions. In 1953 the Legislature by
concurrent resolution approved a city charter amendment authorizing the City of Long
Beach to spend certain past and future tideland revenues for municipal purposes. The
California Supreme Court had earlier ruled in City of Long Beach v. Morse (1947) 31
Cal 2d 254 that a city charter amendment approved by the Legislature authorizing the
use of tidelands trust revenues for municipal purposes was a violation of the trust. The
California Supreme Court in the Mallon decision not only affirmed this decision that use
of trust funds for municipal purposes unconnected with the purposes and uses of the
trust was a violation of the trust, but also violated California Constitution Article 1V,
§Section 31 (now Article XVI, § 6).

Specifically the Court determined that expenditures of tideland trust revenues outside
trust lands by the City of Long Beach for uses such as a fire alarm system, a public
library, public hospitals, public parks, off-street parking facilities, city streets and
highways, storm drains and a city incinerator were not expenditures of state-wide
interest for which state funds could properly be appropriated. The Supreme Court, in
holding that “there being no benefit to all people of the state... it would be a gift of public
monies and thus prohibited by the Constitution,” rejected the argument that
expenditures of trust revenues for municipal purposes should be permitted since they
would be for “public” purposes. As a result of the Mallon decision, funds that were
intended for the local government were returned to the State General Fund. As with
any grant throughout the State, if the Legislature or courts determine that the City or
Port used its trust revenues for non-authorized purposes the Legislature or courts could
decide to revert the revenues to the State for uses that have a greater statewide benefit.

PROPOSITION D

Proposition D is a City of Long Beach charter amendment that proposes two changes to
the existing City Charter. First, Proposition D proposes to allow a transfer of up to 5%
of the Port’s gross revenue to the City’s Tidelands Operating Fund. Currently, the City
Charter allows for the Port to transfer up to 10% of its net revenue to the City’s
tidelands operating fund. The Board of Harbor Commissioners has the discretion to
refuse a transfer request by the City Council, however since the City Council began
requesting such a transfer in 1995, the Board has never refused such a request. This
discretionary authority remains unchanged under Proposition D. As stated previously,
the Harbor Commission is appointed to six-year terms by the Mayor and confirmed by
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the City Council. Further, the Mayor may remove any member of the Harbor
Commission at any time with concurrence of two-thirds of the City Council.

While news sources estimate that the change in the transfer formula will increase the
amount the Port transfers to the City’s Tideland Operating Fund by approximately $1
million to $3 million a year, the Port has recently released an analysis® which shows that
the change in the transfer formula will increase Port transfers by approximately $6.6
million per year (see Scenario #1 vs. Scenario #3, slide #3, Exhibit C). This increase
amounts to between 4% and 6% of the Port’s net income. Unlike the section of
Proposition D dealing with oil operations (discussed in more detail below) which allows
the City Council to direct where the revenues will be deposited, the Port retains the
discretion to refuse a transfer request by the City Council if the money is needed for
Port operations. However, this portion of Proposition D is indicative of the City’s
ongoing endeavor to supplement the Tidelands Operating Fund with Port revenues
without any fiscal analysis and consideration of the potential impacts to future port
operations.

Second, Proposition D proposes to transfer the control, operation and management of
oil extraction operations in the Harbor District out of the Port’s jurisdiction and under the
City’s Gas and Oil Department jurisdiction. According to the City Attorney’s Office, the
City Charter already gives the City’s Gas and Oil Department sole control over all the
City’s oil operations, even in the Harbor District. The City Attorney maintains that this
part of Proposition D is solely intended to clarify the City’s Gas and Oil Department
authority over oil production within the City.

The oil production operations within the Port at issue involve wells located at the former
Union Pacific site (within the West Wilmington Oil Field). In the early 1990’s the Port
purchased the 725-acre Union Pacific Railroad site for $405 million, a price which
reflected the value of the land, including mineral rights. Since that time, the Port has
been operating and managing oil production from that site and has received the
associated income generated from such oil production.

On August 3, 2010, the City Council considered whether to place Proposition D on the
November ballot. During this meeting two harbor commissioners and maritime industry
representatives requested that action be delayed until there was time to discuss the
ramifications of the proposal on Port operations. Despite the request, the City Council
voted to place Proposition D on the November ballot. As stated above, revenues from
oil operations within the Union Pacific site are being deposited by the Port into the
Harbor Revenue Fund. If Proposition D passes, the City Council, not the Port, will direct

! pPort staff presented a Power Point presentation to the Board of Harbor Commissioners at its October
18, 2010 meeting titled “Cash Flow and Net Income Forecast and Impact of Bond Rating Downgrade.”
This presentation is attached as Exhibit C. While the presentation does not identify Proposition D
directly, the scenarios outlined in the presentation are identical to the potential impacts of Proposition D if
passed.
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whether the revenues derived from oil operations at the Union Pacific site will be
deposited into the Harbor Revenue Fund or the Tidelands Operating Fund. Although
the City Attorney was reported as saying that, “in all likelihood, for the foreseeable
future, oil money will in fact go into the Tidelands Fund.” To the knowledge of
Commission staff, neither the City nor the Port analyzed the potential financial impacts
of the measure and the consequences Proposition D may have on the Port’s
operations, including its various security and environmental programs and capital
improvement projects, prior to the Council placing Proposition D on the November
ballot. Most of the information received by Commission staff as it relates to Proposition
D has been from various news sources (See Exhibit A, Exhibit B and Exhibit D).

If the transfer of the oil operations to the City’s Gas and Oil Department occurs and the
City Council directs these oil revenues be deposited into the Tidelands Operating Fund,
the Port estimates it would lose approximately $100 million in net cash flow over Fiscal
Years 2011-2015 cumulatively (See Exhibit C, slide #2). Over the five years, this
accounts for approximately 15% of the Port’s annual net income. When combined with
the increase in transfer formula, the impact of Proposition D could account for
approximately 20% of the Port’s annual net income. Further, according to the Port, olil
revenue is counter cyclical to the revenue from imports. For example, in FY 2008
revenue from oil operations made up for the drop in imports. Oil production from the oil
properties within the Harbor District is predicted to continue until 2030. It is unknown
which City entity, the Port or the Gas and Oil Department, would be responsible for any
required remediation and the abandonment of the oil wells.

The loss of 20% of net income due to the loss of oil revenues and a change in the
transfer formula would likely have a significant effect on Port operations. The impacts to
Port operations may include a reduction in the Port’s credit rating due to anticipated
reductions in its annual cash flow. Currently, the Port has a “AA” credit rating (as rated
by Standard & Poor’s). Even if Proposition D does not pass, the Port anticipates that its
cash reserves will be significantly reduced by 2011 as a result of reduced revenues and
substantial investment in environmental programs and infrastructure projects. In the
event Proposition D passes and the City Council directs oil revenues be deposited in
the Tidelands Operating Fund, there will be a significant decrease in cash flow and with
existing debt obligations it is likely the Port will either have to borrow more for or spend
less on its $3.1 billion five-year capital plan. These expenditures include security
measures, environmental programs and capital improvement projects, such as the
replacement of the Gerald Desmond Bridge (a $1 billion replacement project), the
Middle Harbor Project, maintenance dredging projects, the Port’s Clean Truck Program
and the Clean Air Action Plan. Additionally, if the Port’s credit rating is downgraded, the
Port will pay more in interest (see Exhibit C, slide #4).

Trustee Responsibilities
The City holds these sovereign tide and submerged lands, in trust, for the benefit of all
the citizens of California. As with a private trust, the City, as trustee, must manage and
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utilize the State’s lands and their revenues solely for trust purposes and needs,
pursuant to both the common law Public Trust Doctrine and the statutorily created trust
grants. As such, any funds diverted from the Harbor Revenue Fund are still required to
be used for public trust purposes benefitting public trust lands within the City.

As the Legislature’s delegated trustee of these public trust lands and trust assets, the
City has the primary responsibility and authority to administer the trust on a day-to-day
basis and to manage its granted public trust lands and assets for the benefit of all the
people of California, including the duty to prudently balance competing public trust uses
of trust assets to accommodate public trust needs.

On September 22, 2009, Commission staff sent a letter to the City Council reminding
them of their duties and responsibilities as a trustee for the State. In the letter,
Commission staff stated:

“The Port is a significant public trust asset and vital component of
the national, state and local economies. Pursuant to its fiduciary duty as
the State’s trustee, the City should carefully consider the potential impact
to Port operations that any change to the current formula allowing
transferring funds between the two public trust funds may have; including
balancing the potential adverse impact to the Port's environmental,
transportation and security programs from the additional loss of funds
against the benefits to the City’s other public trust lands.”

Commission staff is unaware of any evidence that the City Council analyzed and
considered any potential impacts to Port operations when it voted to place Proposition D
on the November ballot. Over the past couple of months, Commission staff has
requested information from the Port or City documenting potential impacts on Port
operations, but received none, until the week of October 18™.

At its October 18, 2010 meeting, the Board of Harbor Commissioners heard an
informational presentation by Port staff giving a preliminary analysis of the Port’s five-
year cash flow and net income forecast given four scenarios, including a scenario that
mirrors what Proposition D is seeking to accomplish (see Exhibit C). Cumulatively, for
Fiscal Year 2011-2015, under Scenario #4, which includes a 5% transfer of gross
operating revenue and a transfer of oil revenues from the Harbor Revenue Fund to the
Tidelands Operating Fund, the Port’s contribution to the Tidelands Operating Fund
would more than triple, the Port would need to borrow an additional $151 million to fund
its current five-year capital plan and its net income would decrease by $148 million, as
compared to Scenario #1, which equates to the status quo (i.e. if Proposition D does not
pass). The presentation did not include a staff report or any additional details beyond
what is shown in Exhibit C. During the discussion following the presentation, many of
the Harbor Commissioners requested additional details and analysis to supplement the
presentation.
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Consistency with the Public Trust Doctrine

As a general precept, the effect of a legislative grant is to create a trust in which the
local government is trustee, and the State is the trustor, and the people of the State are
the beneficiaries of the trust. The legal consequence of this relationship is that the
proper use of public trust lands and public trust revenues remains a statewide concern
and the proper subject of Commission review. Mallon v. City of Long Beach, supra at
209. Public trust revenues are subject to the same trusts as the trust lands themselves.
And, the use of trust lands and revenues derived therefrom for non-trust purposes is a
violation of the trustee’s fiduciary duty to the trust and its beneficiaries.

Traditional public trust uses are considered to include water-related commerce,
navigation, and fisheries. Harbor development is an example of a classic public trust
use, potentially encompassing all three. And, although courts have recognized that the
Public Trust Doctrine is flexible and that it includes water-related public serving and
recreational uses, as well as environmental protection, open space, and preservation of
scenic areas, the overarching principle of the Public Trust Doctrine is that trust lands
and trust assets belong to the statewide public and are to be used to benefit the
statewide public rather than for local community or municipal purposes.

Proposition D does not, on its face, raise a Public Trust Doctrine revenue or land use
consistency issue because any transfer of revenues from the Port’'s Harbor Revenue
Fund to the City’s Tidelands Operating Fund would remain subject to the public trust
and still be required to be expended for public trust purposes. However, the City has a
fiduciary duty, as the State’s trustee, to balance competing public trust needs and to
carefully consider any potential impacts to Port operations that any change to the City
Charter may have. The issue in diverting revenues from the Port is whether the City
would be impairing Port operations of statewide and even national importance to fund
less critical operations. In addition, should public trust funds be spent for non-trust
purposes, the City would be in clear violation of the Public Trust Doctrine, its statutory
trust grant, and the State Constitution.

In the past, the Port has gone to great lengths to assist the City, beyond the annual
transfer authorized by the current City Charter. According to the Port, it has contributed
over $790 million to the City since 1990. This equates to approximately $41.5 million
per year on average. Commission staff has not initiated either an investigation or audit,
but has recently become aware, through news sources, of some questionable
expenditures and budgeted expenditures of public trust revenues both by the City and
the Port. Commission staff has received an explanation of some of these expenditures
sufficient to determine that such expenditures are not inconsistent with the common law
Public Trust Doctrine and the City’s trust grant. However, staff believes that further
information is needed to determine trust consistency, given the Supreme Court decision
in Mallon, for other questionable expenditures and budgeted expenditures such as: the
Port providing over $200,000 in scholarships since 2007; $50,000 by the Port to fund
the Long Beach Municipal Band and $75,000 by the Port to fund the City’s Fourth of
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July fireworks (Port FY 2011 Budget); and $65,000 by the City’s Tidelands Operating
Fund to fund the Long Beach Municipal Band (City FY 2011 Budget).

Conclusion

The current economic crisis facing most cities and counties in our state, including the
City of Long Beach, is significant, complex and severe. In fact, the City was forced to
cut more than $18.5 million to achieve a balanced city budget for fiscal year 2011. The
current fiscal crisis also clearly has ramifications on the State’s budget and General
Fund operations. Based on staff's past experience with other trust grants in the state, it
is precisely this kind of economic environment where the Commission and its staff must
vigilantly conduct their oversight responsibilities on behalf of all citizens of the state. As
stated above, Proposition D does not, on its face, violate the City’s trust grant or the
Common Law Public Trust Doctrine. However, staff is unaware of any detailed and
comprehensive analysis conducted by the City, as trustee for the State, analyzing any
potential fiscal implications and impacts to Port operations that may result from
Proposition D. Further, staff is unaware of any analysis that provides a public trust
rational for authorizing significant diversions of public trust revenues from the Port or for
the more minor expenditures listed above which raise public trust consistency concerns.
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Understanding Long Beach Measure D
On The November 2 Ballot

For Voters, Measure D May Come
Down To A Simple Question:
Who Do You Trust?

M By GeorGE ECONOMIDES
Publishers Perspedive

R cading the argumenr in favor of T.ang Beach Measure D on
the November 2 ballor leaves one with the impression that
the item seems clear cut. How can a voter not support it when the
opening paragraph of the argument reads: “A yes vote on Measure
D> creates a more wansparent, fair and relisble funding method for
the Harbor Department (Port of Long Beach) to help keep our
cnastal arcas clcan and zate”

Turther justification to support it is that the argument is signed
by the mayor, city auditor and a conneillperson — individuals
whom volers would expect they could trust to give them the tuth
and the whole story,

Why then are so many people aveiding talking publicly, on the
recard, shout Measure D7 Current and former harbor commis-
sioners, port staff, elected officials and others are ignoring
phone calls from the Business Joumal, or, it they da call back,
gxplain they ate unwilling or unable to comment. Some people
have shared that they do business with the city and don’t want
to risk losing a contract, or that they “don’t want to be on the
wrong side of ., . ™

Also relevant 15 that, despite numerous groups and individu-
als voieing their opposiltion — ofT the reeord — to the Business
Journal, no argument against Measure D was filed. Long Beach
voters, therefore, will only have one sides version when they
receive their hallot in the mail next month,

A spokesperson for one group, whoe, of course, did not want to
be identrfied, said, “The way the city presented everything, so last-
sceond, sa rushed — the ¢lty altorney was making changes to the
measure during the conncil meeting — they didn’t allow opponents
any time to get together and discuss the issue, let alone time to
wrile 4 ballol argument. Tt was really heavy-handed”

It’s a troublesome situation when voters are not presentad both
sides of an issue, thus allowing them to make an infermed decision.
It iz cspocially disturhing when there appears to be an cffort to
squash discussion.

Measurc [) is an important issuc that deserves airing. [ a lrends
selting issue thal could draw the ire of Sacramento and s cartain to
draw the attention of port clients. In the end for voters, Measure D
may come down 1o 4 simple gquestion: Who do you trust?

What's Measure D?

One thing certain sbout Measure T s that it's all about money.
Port money, cspeelally port oil money, and how much of it a city
that is strapped for cash can get its hands on. By state law, port
money transfers catt only be used within the tidelands area, (Refer
to box below that includes cutrent language from the City Charler
regarding the transfer of port funds.)

Per the “impartial analysis of Measure D™ by City Attorney Bob
Shannon, the item “addresses two scparate issues.”

One item changes the formula for calculation ol the muximum
annual transfer of harbor revenues to the Tideland Operating Fund.
“Currently the maximum transfer is an amount not to exceed ten
percent (10%5) of Port net income.” L'hat would he changed to “not
10 exceed five percent {3%) of Port gross opcrating revenues.”

The sccand item, and where the real maney's at, affects nort oil
operalions. “City Charter Article XII removes fram the Harhor
Commission control, supervision and or jurisdiction as 1o all Iands in
the Harhor District used in cunnection with il operadons,” the
impartial analysis says. Ilow much money are we talking about?
Well, in 2008 the net ingome, according to a city auditor analysis,

was more than 831 million. )
The city’s elected officials — who ate feeling the pressure of a

bad economy mere than ever as evidenced by their willingness to
cut police ofTicers and Nrefighters in large numbers — seem to be
lyoking for that pot of gold at the end of the rainbow and can’t find
it. But did they find Wlack gold  oil? The September 28 edition of
the Business Journal will delve inta that part of Mcasure T Tt will
also include answeors to guestions the Rusiness Joumal posed to
the eity attorney’s olTice,

Anuolher cerlainty 15 that over the decades, up until Measure D
came along, the mayor and city council maintainzd an arms-icngth
relationship with the port, allowing their own appointcd harbor
commissionars to tun the #00-cmployec harbor department, pro-
viding oversight but little intrusion in the day-lo-day operat:on of
the cily’s number one sconomic engine.

This “refationship™ has worked extremely well. The port cantin-
ues to be recognized nationally and internationally as a well-Tun,
efficient, professional, business-like operation despite: (1) 2 world-
wide slowdown in goouds movement that has cut dramatically into
ils revenue; (2) stiff competition among West Coast ports as they
aim te steal its clients; (3) the imposttion of strong environmental
requirements to operate here vhat may chase away some clicnly le
petts not requiring the same high standanids (such as Mexice); and
(4) unknown impacls rom the 2014 completion of the expansion
i the Panama Canal that may result in conrainers from Asian
countries bypassing West Coast ports.

Yes, the port 18 part of the higger city family, as is the water
departmen! — another entity that is more commission-run (five



witer commissioners as there are five harbor commissionces) than
vity council-run, and which has heen lauded for its efficient and
innovative aporations,

There is something to be said for the argument made by many
in and outside of Long Beach that the twoe best-run operations in
the eity are those that have an arms-leogth relationship with the
mayor and city council: the harhor and warer deparrments.

Historically, Long Deach city councils have approved the
annual bwlgels ol the two deparlments and thes stepped as:de.
Alzo of importance 1o note is that when councilmemhers had
qucstions or ¢oncerns reganding port operations, port staff and
commissionerg addressed those 13sues, publicly, belure the ity
council. (Some past key issues where considerable dialoguc
veeurted betare the city council were the re-use of the noval sta-
tion and shipyard in the cary and mid 19905, the lenpthy 2003-
2007 debate over a proposed liquified natural gas terminal ut the
port, and the 2004 discussion tegarding the environmental
impact report for the cxpansion of Pier )1}

Another interesting tidbit ahout & well-run aperation: The Part of
Long Beachs nurnber vng compelitor is its neighbor, the Port of
Los Angeles. Az Port ef Long Beach Exccutive Direcior Richard
Steinke wrote in a June 4, 20140, letter to City Auditor Laura Doud,
*The two ponts arc comparahle o size, and have similar customer
mix and business models. Theretore, it is pertinent te compare their
linaticial results in zny given wear In fiscal 2009, POTLB% net
incomic was almost triple that of POLAY [$124,23 7,000 million for

Leng Beach and $45,97 1,000 for Los Anpeles. [~
Steinke was previding the “management response™ o the

“Ilarbor Department Transfer Analysis Report” completed by
Doud’s staff at the reguest ol the city council. Tnkeresiingly,
nowhere in Dioud s report is there mention of changing the trans-
fer formula from net meome to gross eperat'ng revemie,

Putting it On The Ballat

Meusure T was placed on the Novomber ballot after a raugous
city council maeting August 3 in which two harbor comimissioners
and industry roprosetntatives requesied that action be delaved until
thers was tirme to meet and discuss the tamifications of the propos-
al vo (he harber deparlment,

A waek eatlier, July 27, when the full city council sat as the
long Beach Charter Amendment Committee, and was discussing
changing the formula for the annual transfer of port revenue to the
vity — from 10 percent of not rovenne to 5 percent of pross rev-
cnue — newly seated Councilmen James Jahnson, and the former
deputy city suditor Tor the sity, made the following statement:

“What we have here is competing public palicy poals .. on the
one hand, frorn an awdil perspeclive or accounting perspective,
£ro3s makes most sense . . . its casy. there arc no disputes as
Mayor [Bob] Fuster mentioned, and its quick and dirty. On the
other hand, T think there are a lat of sound public policy reasons
for the original net caleulation, The ressen we have 1§ percent of
net. it allows the port to do its business 10 make sure we have the
covitonmenial programs we need, 19 make sure we have the capi-
14l projects we need and then whatever is left over, that additional
momcy exccas, ar profil in the private sectorn, the city gets 10 per-
cent, and I think thar is the preferable choice if we can trust the cal-
culalinn 55 done properly.”

Johnson ¢id noet attend the August 3 mesting when the vore
was taken to place the City Charter change belfone the volers {he
and his wife took a pre-planned vacation). Over a periad of sev-
eral days during the Tast two weeks, the Business Journal placed
numerous calls to Johnson (to his cell phone and ta his eouncil

olfice staff), but nons were returned, It was confirmed that he
Wil 11 towr.

Two harbor commissionsrs spoke at the August 3 meeting:
President Nick Sramek and Vice President Susan E. Andorson Wiss,
buth Long time, active tesidents of the city.

Starmek went throngh a lenpthy list of finaneial support the port
hay provided the city over the vears and reiterated the vital rale the
port plays in the cconomy and with jubs {one in eight local jobs is
port. relzred). “Mayor Foster, why don’t vou just call me if the city
needs tielp? You know ny nurber, L. We've always provided you
and the eity coumeil with whatever you asked for. . . . Last year, the
city needed help with the Calorada Lagoon. We jumped on it, Same
with the rescue boat, Tumed funding arcund in a feor daya . . Why
are you ir. such a hurry to pet these things passed when there's been
0 discussion on the issucs. . . . The changes you are proposing are
significant and have not been vetted - . The sommission vored unam-
imously to oppose any chatges”™

Wise stated: [ am concerned about what T consider 1o be ihe
abscnee ol discussion, whal he role and the relationship 15
between the port and the city undzr the City Charter. I'm cun-
cernud that without that discussion there will be unintendad con-
sequencas” Wise also said that thore wore charges Lo the ballet
langruage that Jay [and, in fact, were going on during the ¢ity coun-
cil meeting] “regarding oil and gas propertes . . . | haven’t had a
chaniee (o Teview them.”

What ensucd was what one ohsarver called a poed o’ d fashioned
whippin® of appointed commissianers never seen before in public.
Muvor Toster, City Attorney Bobh Shannon, Viee Mayer Suja
Lowanthul and several councilmembers ook turns lashing out at
the commissioners regarding wwwarranted pay raises, the “oilture™
al the port, the (act thal reviewmyg the transfer of port funds was
not & new issue, that the port is part of the city, thal the vity atter-
ney is its legal adwizor, thal the cily audiler bad rmade several
attempts to sit down with commissioners, but to no avail, che., ore,
That last item was a major bone ol conlention for the elected offi-
cials, inferring that commiissioners intentianally wonld not sit
down with the eity audior alter she had requested 10 meet.

Whar is foggy here is the timeling. Doud comploted the pre-
mentioned “Harhor Department T=ansfer Analysis Raport” in late
May, with response JTom porl managemenl on June 4. She submit-
ted the report to the mayor and city couneil on June 15. Sinee there
was no mention of changing the tansfar formula in her weporr,
when did that ides surface and who's idea wag it bevween the June
15 report date and the July 27 Long Beach Charler Amendmons
Committes maeting?

That docan™ leave much ol a window for Doud to mect with staff
atd 2ommissionars, let alons aliow tine for the porl 1o determing
the impact of what niight ocenr with a change in formulas. For
example, 1 Seplember 5 Los Angeles Times headline statad:
“Carrying 2 Heavy |oad — Tohl payrients may make the Alameda
Cortider a financial burden on the ports™ A drop in the number of
comlainers being shipped via the corridor has affzcted the corridars
ability toeer itz debr oblipations. So guess who gels W pick up the
tab? The two ports. The article quotes international trade eaport
John Husing: “This will put pressure on the budpets of the perts at
lcast until shis recession i lnally over and done with . "

Mayor Respends To Commissioners

1 have been & defender of the port because T thought it was the
right thing to do.,” Fostar said at the August 3 mceting. “This :sn™
going Ly make the porl less competitive. This is not about invest-
ing in the port. This is about a culture that needs to change, and we



probably have some changing ta do on our side.

“This is not an attempt to get more money . . . | helieve there
should be an arms length relationship between the port and the city.
... No one is trying to gouge the part. . . . or do anything inappro-
priate to the port. We're just trying to remove some of the con-
tention that’s been a problem in the past,

“The image of the part around the werld may be important. ['m
sure it’s important to the port and everyone else, and may be
impartant cven to the port’s business conduet, but this isn’t about
that. This is about the relationship between the city and the pott .
.. arud that relationship needs to be strengthened. This issue is not
new. This issue has heen around for some time””

Again, that was the mayor on August 3. Last December at a
council mecting, during a discussion of port revenue, especially
oil field revenues, and the lack of the moncy in the Tidclands
Fund for the upcoming vears, his words were quite different. He
said the following:

“The issue 18 how do you get between now and then? How de you
fill that three-year wap? Wa've had a couple of discussions with the
port an how that eould be done, 'The have been remarkably cooper-
ative. There is no proposal, but they would like to see if they can
craft a way in which they ean help with the three-year problem so
Tidelands Fund does not go in arrears or upside down as it’s called,
and in fact can still go forward with the needed projects in that fund.

“1 will tell you that despite whatever this port was 15 or 20 years
ago, whatever the attitude was or belief that it was, T think the port
has shown remarkable cooperation with this city,

“Let’s be candid. The reason we aren’t having enough revenue
from the port is that business {s substantially down., We are in a
globally competitive market. . . . If you send a signal to the mar-
kets out there that you are geing to structurally alter something
and take more money from the port, that’s how it will be per-
ceived. Whatever the reason, whatever the merits, however great
it is, ir will be viewed by the international business community
that this is a less desirable place to do business. That’s just the
impression it will leave”

At the same meeting, Councilmember Lowenthal, now vice
mayor, followed those comments by stating: *That’s a wonderful
update on the progress of those discussions. T appreciate that and
I hope we can continue to move in that direction. I would support
working with the port directly and pursuing thosc options. . . . Ta
increase a percentage of a revenue amount that has decreased or
continues to decreasc because we drive traffic away, by that I
mean business, that would be detrimental not just to the post but
to the city. . . . As deparlmenls within the city, and we all talk
about being one city, these two bodies can work together as
opposed to purting forward a structural change that would require
a charter amendment. . . . We've been reminded many times that
we are the only port that daes this, and | certainly think that if is
very risky to change that”

'The general cansensus of thosc in atfendance at the Angust 3
meeting or watching on television was that, whether one sided
with the city’s arguments or with the port’s arpuments, there was
no reason for commissioners to be treated as they were.
Commissioners, on all city commissions, are citizens who are
volunteering their time — often 20 hours or more per week — Lo
hopefully make Long Beach a better place. Many are passionate
about their work. If they cannot be independent, then why serve?
If they cannot voice their opinion without fear of reprimand, then
why serve? If they cannot disagree with our elected officials,
then why serve?

Commissioners — or any member of the public, for that matter —
should be allowed to disagree with elected officials 4 long as
their comments are respectful and are not personal attacks. On
August 3, Commissioners Sramek and Wise should have been
thanked for their comments, and their scrvice to the community,
and not dressed down and publicly embarrassed. With the votes
alrcady committed to place the measure on the batlot, there was
no reason for what occurred.

The August 3 meering was an example of Long Beach govern-
mient at its worst. Let’s hope it doesn™ happen again. Let’s hope that
the thousands of good citizens who volunteer their time to make
Long Beach better continue those elforts. To all those who serve the
community, be assured that the vast majority of ¢itizens appreciate
what you do,

Ballot Language (Questioned

Some of the language in the ballot argument seems a bit mis-
leading, or at least exaggerated.

For example, as stated at the beginning of this article, the argu-
ment says a yes vote “creates a more transparcnt, fair and reliable
funding method for the Harbor Department . . . ** That statement
makes it sound as if the current system 1sn't transparent or fair, or,
reading hetween the lines, that the port staff and commissioners
are net providing accurate data. The word “for™ makes it appear
that the harber department asked (or the changes. Tt did not, The
ballot measure is from the mayor and city council, not from har-
bor commissioners or the harbor department,

The argument also states: *“The Harbor currently uses a complex
formula to calculate the level of funding, which varies dramaticaliy
from year to vear” The current system allows the city couneil annu-
ally to request that the harbor convmission transfer 10 percent of the
port’s net income to the city’s Tidelands Fund. That doesn't seem too
complicated. Nor does the fact that since 1993, that 10 percent has
accounted for more than 3150 million in transfers to the city.

Another senlence reads: “The Harbor Department is part of the
City of Long Beach, and while their primary mission is to provide a
world-class port, they also have a responsibility to the community.”

‘T'hat makes it sound as if harbor commissioners and porl staiT
have been sitting on their thumbs, unwilling to be part of the
community, Nething could be further from the truth. As we show
in adjacent charts, the port has been a huge contributor to the
community and, in fact, has done far more than any ather enti-
ty — including the city council — in supporting the arts, charita-
ble events, civic and business organizations, councilmcmber
events, ete. Since January 2008, the harbor commissicn has
approved the distribution of more than S1.5 million to nearly 275
evenuts or activities.

These items do not take into account the really big contributions
of the port, such as  $20 million for construction of the conven-
tion center expansion back in 1994, of which $30 million was
granted without expeclation ol repayment; 524 million for the
world trade center development; $2 million to develop Ccesar
Chavez Park; $2.4 million te assist the housing preservarion fund;
$5 million for the [-710 envircnmental impact study, elc.
According to port records, it has invested more than $790 million
in the Cily of Long Beuch since 1990!

Where would this city be without its port? m

(See next page for Port Sponsorships)



Port Sponsorships
January 2008 To
August 2010

In calendar wear 2008, harkor commissioners
approved nearly 567500 in donations and
sponsorships to suppart 117 commumity events —
[rom cleldrens actvities (o police and hospital
oolf tournaments ta tours of the harbor 10 luncl-
cons and dinoers w0 special cvents such as the
Grand Prin, Sea Destival. Veterans Day Parade
and the Martin Luther King, Jr. Unity Parade.

In calendar 2009, the conmihutons droppad
significantly w 85305,715 lor 83 aveuwts. The
donation dollars are expectsd o fall agan this
vear, Uhrough August, the commissioners hayve
spproved $390,955 fiw 76 ovenls. With [Gwer
requests ocourring in the last tourmonths of cach
yaur, and with the coononmy still strugehing, port
contrilwtions may fall to as low as $475.000 -
sl 4 gamerous contributivo,

larbar commissiongrs were unwilling 1o dis-
cuss what happens to the contributions if
Proposirion 1 is approved b Long leach vaters.

Interestingly, during the vear, nunmcrous fund-
ing reguests come from the offices of Long
Beach elected officials for projeets wn their dis-
tricts. Here we o fow of them:

« Los Anpeles River Ride for Swia Lowenthal,
2009, 85,000

« Martin Luther lking Parade and Celebranion,
Tree Andrews, F15000 over three years

= Long Heach Geaspel lest 200D, Dee
Andrews, $3.000

« T.atin American Parade and Feetival, Fobert
Crarcia, 20080 and 2610, 33,000 for twy vsars

» Good Neighbor Festival, Germie Schipske,
56,250 for over threa vears

* Rixhy Knollz Drapater Fxpo, 2009 and
2014, Bae Gabelich, 310000 for two vears
Approved At January 2008 Maatings

Lang 3each Reads Dae Book 43500
fdarin idher King. J-. Farade RN
CSULE Internatanal Harrar Rights Forem £2.500

Califamia Cerferenca for Cquality [+tarfallr Brezkizat $750
Lang Beach Sympiane POPS! .20
Sz Cal Assn of Grvts Favewsdl Dinner fo- Mark Fisano 2,500
LE &rts Coacih Smithsonizn Sesh/Maye-'s Gale $1000
Appraved At February 2008 Meetings

| BCFS Nalional Fig resrs W A% 1]
C3LL3 Reg 0l E2oraTie Fergngs! 37300
Terrizt Dpesationg Eves Gor lsiar F20 (3D
Fan Gatr &l welley Coaldion of Cambsars Harber Tour 31,000

Grane i 118000
Zecar Chavzz Luncheon 31,006
"Prowers i =ics17 Gzl Sl Lanels Gomirission 52,200

LCLA Extension “Grean” Confarence Harbor ToLr 31,500

Farry Bately2s Cosar Chawss onchean B
Galit Ar Pallgtion Gorteel SACars Gorfeense 310,006
Manry Ascharmeyer Faiewell Diangr 52 4L

Approved At March 2808 Meetings
Friends of the Los Angeles River Awval Cleanap 35 000

Harbar fssoiatizn Sacramenta Anreal Trip 1,000
Sout e Bay st ine Cesrnmnily Jasalanogn’ 500
Rancho Los Amigoes Amistad Dinres 1,750

L& Araa Cramber or CoTmerce Wo'ld Irade Wagt 400
Footweer “rafic D stributinn & 2.stems Senfaonoe $36,5900
Prepaller SIubs Steamsh p Dinnes Dancs §° 0,000
LB Iri‘ied School Districl Sc ence =air F2.000
Leng Beash Folice Deparmen; Awards Ceremeny  $350

Ehonwer tcowr- Loy By s Ul3an Ar D ar Showeaase 55 001

ITEF Furdraiser znd Divner 3 500
| diini Mansgers Schulaship Progrin $a [
Long E=azt Moseamo® A - Piabele Exhio $15 000

Appreved At gzl 2008 Meptings
Sarurity Gannzil-dmer car Tacking Bssociation  $709
LeaC.Je of Caifortia CitieeLating Cauc.s Lang Beacy 51 000

LWL = Zrapelle- Cluk Seafocd Feas 54 8N
ongreselonal Cup Yecht Racy £1090¢
2008 52 Fasligl £50.000

Lal 1 Engineers Architecs Developars Feczpticn 32,500

Megairs Tenphy Goll Tl S1400
FCE) Humanitarian Awards 205,300
FuturePa-ls &ir GLality Foram 52500
Long Beack Ghenbsr Wold Trade Wae< 0000

Lonsy Begsh Ba Axen Admigly Seclion Hanoor Tour 53,000

Long Beack BLAST 3reakfast 83,000
Skl USA Al Dine e F3000
The Caastad Sceisty TCS21 Corleranac 5% 500
gaanom Ootan Conservdlion Awerds Gala T
Approved At May 2008 Meeilngs

Goaliticn tor Clean A r Awares Lurcheon 560K
_ong Beact Chember Crairmat's Girzle 524 20
JBIC Gateway x Greatizss Gala 550K
Appaved At June 2008 Weetinys

Clean Cities Sonerences Boat Tour 100
Lewzy Bizae 1 PLELR Litrary Grape Extie aliong $3000
Long Beagn Pelice Asseaiation aol” lourramen: 32 50C
Califrmiz Goastrict a1 Feprn $7A00
3hakezgaara by the Sea Festival 1,500
Corsgrealion Gong of LB, D'na s0 Pire 2500
Signal Hill Ghame2e Gall Toungrenl 31,500
Arrarican Saciey of Sivil Erg reers Bog: Tour $1.000
1S VETS Lunchecn §2.500

LICH A Feteaision Teanaper ation, | ancd Llse Syrn[;.r:\sil_rn 8,000
Livingston Park Tel Lot Groundk cakng Evert Tl
LA, Cannly Offices of Peobsesd GuifTennis Invizal anal $2 200

[T Humanltarizn fwards Disner 5,500
Craeral ¢ Teody Bear §7 000
Approved At July 2008 Meetings

YNCA Al Clharily Goll Tourwiren $1.551
Ranchz Loz Amigos Gok Tourr ament 1500
Barilire [nolustey SakaleGrest T.g Boa: Fuce Fas0
HAIC Harbar Cap Challarga pariats)

Dy Scouls o America Shipringy|arsanrztion Linng $10.L5)

Con Krabe Golf Tournament $1E:D
LA Chamber o Commes Mobility 21 sumTit $5.050
Harbor Trar sportesion Club Annual Haroor Toar - 4050
Approved Al Augnst 2008 Mzetings

Stal o Lhe: Arls Limehenn Falnal]

WA Lowental Young 'Womans Emacwetmet Gt $2 £20
Seal Zzy Lating Jevaloament Cora, Goll Tromement $2 500
WESCCOM Conlerer ce 2008 $:.750
| & Cusloms BrokersFreigh. Forwardes Soal Tour £1 875

MAACF Fraadcm —unt Banquet 5,000
SoLthiwve 3 trmodal Corferonse 24,500
Regional | lispanic Irstituie-dwards Binnce & Conf,  $1,500
Gl Giurd Fourckaicn Gol” Towrmainen. =1 sl

Lorrienity Hospetz Long Beach Candt 3207 Clragr 31750

Intervztional \aglae Conference Rl
Approved At Septembes 2008 Mesgtings

Selary Sk Fardir Towr AR
3000 Hzightor Festival - 5tk Cist ot 1,750

L& Econ. Drwel. Ganr, "y Swe dsfbarlicr Tons 38,000
Leaguz cf Califzniz Cif es dwnwal Cotersace §° 0,000
Galil, Gorl, Evuality JUstie ~urrar Relstions Swesrds 21,200

=moracing <eting Lezcorshlp Gorkrence £1,200
200D Clzam Vehizles bxpn pARHI
Jrivars v by the Sea £ 0,000
=gsler Fra gl Cleansr Air $23,000
Zxzellence in Leaderskip Luncheor §1,200
HRA Slaie of e Duwnlzan Lunsheon 50000
walerars D2y Farack 53,00
Apywaved fit Octobier 2008 Meetings

rircipel fer a Dey 51300
Mgzl hrsagen £2.00C

Sugainable Shipping Comerengs B 00C
FurusePorts Job Fair 57 A0

Herry A+ oges Working Class Wemen's Lincheen  $1.00

St Vlary Madical Canter Anrual D rnapdtactian $5,000
Gildran Inday olizay Chear 7500
Ecat tour o U3 China Business 1atiute $1.00C
Geat tour “er GSULE 2k Courcil $3.006

Arnenica Sha ke of Corrmerse B ives Soal Tour §1.000
WIS Awzrds Cinner 31,500
Approved At Navember 2008 Meetings

Acanar.c UpRisa Lagdership Dish wstbon dwards  $1.250
Fcis Sects Tounzi Coll Touraament £ 000
Tlaraor Associztion Sslule o Industry $0.000
Aslloma anc & by Feenciation Biesilool L b Rl $5 000
Waerfront Coalition Werkshops $3.000
Catlileoriia | s ol Sevsersd on ks el Gala 52 500
Approned At December 2000 Mestings

Belnen: Shore Christras Parade $1400
vardsXeharge Sreen Marketrakers Soofsrescz $5.000
LAG Tesinician Trainir g Pregrem Dione: £3520
Lang Beach Bar Associat'en [etalktiaq Dincee $2020
VD Naw Yaars Dz o Ping Dve: el
155 Green Bay ComTissior ng FI00EY
Appraved At January 2009 Meatings

Lang Brach vack: Clab Sengressienal Cup 5020
Tdinnssota Soyiwan 32t qur 31020
ALK Paradc a7d Solchia inr $12.000
WD Grour dwger Fesiival ot
CCEJ | veraith Brezkfast R
arane Prix $155 000
Appraved At February 2089 Meetnys

Jarche _os Amigos Foundedon Amistad 32000
LBUSD Scieee Fair 43 500
_h World rado Wask £0.000
25U B GHTT Towey Hall #10.000
—0org Beacn Cances League Anrual Galz $15,000
" i T Oal Slali L anes Goamenssioe S2A00
ZRPGON Gorletenze F10,000
=any Fridgas Cesar Chavez _nzhean 23000
Yanry Aschameycr Farowslt Dlaner 32,000

LCLA Btenator: “Green ' Con'erencs Habo: Tour % 500
Appraved At March 2009 Mectings

=Bl Ceser Chavez |uicshaon 57000
SEULB Escroic Farezast 33,000
134 Azewplinn 32000
WOLAS Annual Gala 72,700
Roie the Riveer _nchesn 500
-013 Beach Foly High Mral $1,500
GroenPeasiic ©onla s 52,00
CFEE Rz ndtablz cn Gaocs Mowaret: 43 0w
iong Beach Ziswer Cities 315,
ITEP D1 £2.500
M 3yars rophy Gait oL namanl 11,606
Approved At April 2009 Mestings

LB. Bow Sreuts Dist ngdished Citizens Diwnes 35,004
% by of Cypress BRACF tru- $1.000
LA Charbe- Lat n Amenica Dwports Zonfarence 35,000
Sealo “eas| 34,700
LAR ver Grznd Clzat-Up 32000
Gal G =1 Fo.000
Approved At May 2009 Meetings

Consereion Corps Dine on Fire Event .50

GOEJ Humaniterian Awerds Dinney F2noring Fort 36,800

Sea Festval 2004 FA0.000
Lang Fack Chambe Ghairman's Circle $27 BEZ
Labr 1 Marages Serolarshis Peceplion 00
Bixky 410018 Biragaler Expo $O0G0T
Lang 3t Ber Assn, Haror Tour fa il

Lang 3egek BLAST Annnal Ersaskast $ARAT
Lang dezct Library Graps Lpecations P00
Long Zeack Fol oo OF cars Aszn, Coll Tournamet $2 502

Aruariums Besan Gorseration aatds Gale 36,007
Appreved At lune 2009 Meetings

Los Angelzs River Ride-Suja Lowenchal 35,002
Corne dwaeks - Conlaan s o Inslil g $5.007
Children loday et 1ourzment $1.003



Americd 2050 Forum $1,000
ConsJlae Gorps GollfTennis Invilational $2,500
Approved Al July 2009 Meetings

Long Beach Gospel Fast $3.,000
YMCA Golf Toumament BENS

Maritime Industry Salute and Tug Boat Race $5,000
Ranzhe Los Alamitos Foundation Fundraiser $1.250

Shipping and Transporiatien Dinner $5.000
Approved Al August 2009 Mestings

2009 Eddy Awards $3,000
Coast Guard Goid Tou-rarment $1.000
Freedom Fund Banquet $5,000
Gnod Neighbor Festival $2,500
HECLA Transportation SymposiLm $1,500
Ghamber Ghairran's Gircle 2010-2011 $27,000
Honoring Those W-o Serve Luncheon $750
Human Relations Award Dinner, 2(K)9 $750
Latin Amet czn Parade and Festival 2,500
Texas Holg 'Em Fundrgiser 3500
Approved At September 2009 Meetings

Sustainable Shipging Conferance $2,500
CSULB Enginesring Lacture Series $2,500
Childrems Clinic 70th Anniversary Gale $1,200
8th Annual Workirg Class Women's Lunchesn  $1,000
Nusslra Imagen Awards, 2009 $1,000
Approved At October 2009 Meetings

13th Annuzl Veterans Day Parade $3,000
ICT Encore 2009 $2,100

US Grzen Building Cauncil-5th Anrual Green Gala $2,500
Approved At November 2009 Meetings

27th Annuzl Belmont Shere Christmas 2arade $2,500
1-710 Corridor to the Nat on-Building Sustainable Trans $750
St. Mzry Madical Annual Gala Auction and Dinncr $2,500

WTS Annual Scholasship & Awards Dinrer $1,500
Yourg Warnen Empowarment Conference 2008 $1,000
62nd Arnual Naples Parade of Boals $1,000
Children Today 12th Annual Holiday Event $1,000
Meet the Indusiries Expo $1,000

Approved At Dacember 2009 Meetings

2Z2nd Arnual Marlin Lulher King Jr. Parade $2,500
M 3etirermant Gelebrat on for Jarnes Spinosa §1,500
LA County Business Federalion’s 2nd Anniv. Geleb. $15,000
Approved At January 2010 Megtings

Lang Beach Play House 80th Anniversary Gala ~ $1,500
Transportation Workforoe Develozment Summit 2010 §1,000

Memorial Medical Canter Foundation Gala 2,000
Partners of Parks - Snow Day 2010 $2.500
Appravar At February 2010 Meetings

20th Annugl Flossie Lawis Lunchaon $500
CCES Irideraith/Intercultural Breakfast $500
Na:ional Engingers Waek Awards Celebraticn $500
15th Annual Catalina Conservarcy Ball $1,500

California and World Ocean 2010 Cenlerence $5,000
Los Angeles World Tradz Week $10,000
2rd Annuad Greating Jobs Throagh Exporis Conl - $3,000
GSULE Alumni Awards Banquet $2.500
LB Unified School District Scierce Fair $2.000
Approved At March 2010 Meetings

Grand Prix 2010 $155,008
Uesar Chaver Banguet 5,000
Long Beach Carcer League’s _ong Beach Gala ~ $2.000
Congressional Cup 2010 52,500

CSULB Regianal Econsmic Forecas! $6.000

2010 Sea Feslival $40.,000
Woman Whe Make a Differance Luncheon $750
DLBA 2nd Anrual Long Beach Bicycle Festival 35,000
Memorial Medica! Center Foundation—Gold Classic $4,000
100 Black Men of £ ong Beach Awards Gala $1,000
Approved At April 2010 Meetings

25th District Student Hanors Lunchean $500
A Caiebrasion o Miracles: ~he 24th Amislad Gala 82,500
LBAC Boy Sccuts Distinguished Citizen Cirner  $10,000
Friends of the LA River Great LA River Cleanup  $2,500

[TEF 10th Anniversary Dinrer $1,500
Cal State Lands Commission “Pravention First 2010"$1,000
Heal the Bay - Bring Back the Beach $5,000

Conservat:on Corps of Long Beach-Dire on Pine  $1,000
Eilas Emgowsrment Cont, Dukinsa/Vidus Awards $1,500
L.B. Police O*ficers Assn Charily Gol Tourmament $1,000
American Goll Found. -Mayor's Trophy Golf Toumey  $3,800
Museum of _alin Amerizan Mrt's Gala Fundraiser  $5,000
SCAG 2010 Reginnal Sonforanes/General Assernbly 32,500
Approved At May 2010 Mestings

28th US Coast Guard-Naring Industry Galt Tourn. $ °,000

Cel'fornia Maritime Laadership Sympasium $2,500
Grape bxpectaticns Fund-aising Dinner $2.000
L.B. Bar Assn. Maritirre Section Harber Taur $3,000
Annual Internaticral Might Benzfit Ball $2,600
CCEJ Humanitarian Awards Dinner $5.000
Long Beach BLAST Annual Breakfast 3,000
Women In Greea Forum $2,500
IWU-Propeller Club Seafoed Feast $3,500
Roundtatlz Conference on Goods Movemen: $3,000
Mgs: [1spiring Students Awards Gala %500
FutureParts *Cleari the Air Gunlerence” $2,500
L.A. Consular Corps Goll/Tennis Inv tational $2,500

Ninth Atnual Se. Cal fornia Teanspertation Summit $3,000
Leadership LB Class of 201072011 Program . $5,000
Approved At June 2010 Meetings

LB Polige Cept. 42nd Annuat Awards Ceremony 7,000

Aquarium Ogean Censervaticn Awards Gzla $6,000
Legal A:d Foundation's Long Beach Grand Cru 1,800
{peration Teddy Bear Reception 32,500

YMCA of Graater Long Beach Golf Tournanent $305
Rancho Los Alamites Foundation's Ranch Roundup $2,500

Bixby Knalls Dragster Expa and Car Shaw $5,000
Sistor Citins of Long Beach, Inc. $ROC0
Approved At July 2010 Meetings

I Al Feonnmic Development Gorp $3.0C0
LB Museumn of Art 60th Anniversary Bash 10,000
Naples Haliday Boat Parade $2.A800
Children Today Golf Tourney $600

Assistance League of Lang Beach-70th Anniversary 32,500
Approved At August 2010 Meetings

United Cambodian Communiy Anniversary $1,000
Collega of Engin., CSUL3-Disting, Lecture Series  $2,900
LBCC Communily Stud &3 Projgs Confegnes  $2,5C0
South Coast Air Quality Mat. Districts Luscheon  $4C0

LB Gentro [CHA}Nuestra Imagen Awards $1,000
Children’s Glinic Beach Walk #1.000
Southern Califcrnia Relocation Coungil $1,000
Gond Neighhor Festival $2,000
WU Anrial Tri-Party Galf Tournay 32,000
Latin American Parade and Festival §2,500
UCLA Extersion’s Sympasum 524500
1.5, Environmental Protectian Agency 52,500

Ahout The Grand Prix Sponsorship

The largest sponsorship made by the Port of Long
Beach in each of the past three years is for the annu-
al runming of the Toyola Grand Prix of Long Reach.
In 2008, it was $115,000. For 2000 and 2010, the
sponsorship reached £155.000 each vear. According
to Jim Michaelian, president of the Grand Irix
Association of Long Beacl:, as an official sponsor,
the port received the following:

+ Two Pit Row Suites {45,000}, which the port had
purchased in the years prior to the sponsorship errange-
meni that began in 2008. Pit Row Suite purchasc allows
the port to conduct business with and entertain clients
at [.ong Beach’s premier event, [This is customary at
most majar sporting cvents througheout the country, and
is used as both a relenlion and attraction lool.]

= The port gels yoarround use owt of the promo-
tinnal Creen Tort Prions, which is also used pn race
weekends to pace all the races and is designated the
Official Green Power Pace Car. When not in use, the
Port Prius is displayed in the (Green Power Expo.

«"I'he port receives 20 track signs at the zvent which
will be seen on national and international television
throughaut the weckend. [Last year, over 10 hours of
first-run programming originated fiom the Grand Prix.

= The port has the right to use the Grand Prix name
and logo in all of 1ts maodia advertismg and promotions,
further asseciating i with Tong Beachs premier event.

+ The porl receives three commereial spots and
throe public address announcements por day on race
weekend to get the Green Port message to the Grand
Prix audience. The Port also receives advertising space
in the official Soyvenir Program (15,000 distribution}
and Fan Guide (55,000 distribution), and, as a sponsor,
its Web site 18 linked to the Grand Prix Weh site,

* The port is incorporated into a number of Grand
Prix pre-event promotions and activities, inchuding
the Lonp Beach student outreach program. This pro-
grum features local school visits by professional race-
car drivers, and the port sends therr Green Port Privs
and & representative lo talk o the students abouot the
port’s green inilialives. W



Ballot Argument In Favor 0f Measure D

A YES vole oa Messure [ crestes & maore fur amd relinble funding method for the
Hartor Diepustment (Port of Lang Beach) 10 help keep our coastal ancas clean and safe.

By Lo, the Harbor Depanment s suthorized 10 help maintsin the City s besches and cosstal srea
The Hasbor currently uses 3 comples. lormula to calkoulate the lovel of fumdmg, whach vancs drs-
matically from year bo year. Measare D will simphify the formals and allow the tramsfer of up i
5% of Harbor gross operating revenues to imgrove our beaches and coastal arcas. Measure D also
clarifies thal il operations arc the purview of the City’s Gas and Oil Depanmend, which curmently
handles daily odl operations.

The Harbor Department o part of the City of Long Besch, and while their prmary massaon 1s i
provide a world-class port, they also have a responsibility to the commundty, By biw, Harbor fiunds
cam ondy be spent to impeeve cur coastal areas and canmot be spent in other aress of the city, The
Hasbar tramsfs s essessial for improving and cleaning oo beaches, providing lifeguards and beach

saourity, 1 the
nesds,

needed o run Harbor operatsons

bibity of oar City snd fusding critical imfrastructune

Meanare [ will provide a transparent asd straightforaasd revenis sousce 1o fnd those nieds. In
arder o emsure the Harbor rrmaina a vibmnt cconomic engine, the Department will only be allowed
1o trassder wp 1o 536 of their gross operating revenses after cerifying that those funds are mot

Measure D is a simpler funding method thal preserves ibe Harbor Depariment's nespossibility o
make Long Besch & better place fior both our rexidents and intersational trads.

PMease vote YES on Meansre [ to keep our beaches clean and safe.

Current City Charter Language — Harbor Department

Sec. 1209, - FINANCE

{a)

Al money received of callected from or arising out of the use or aperation of any harbor or port
imprevement, work, appliance, facility or utility, or water crafl, owned, custrolled, or opersied by
the City in of upon of pertaming o the lands and walers under conirol and management of the Harbor
dewdmmwmwr andall ¢
o fees requived to be paid for  franck wmtxh-wwﬁmm
ovder, o the City for e operation of any pablic nﬂruﬂhywl-ﬁﬂm-&uhm
tr] and mamsgement of the Harbor Department, shall be depoised in the City Treasury o the creds
of the Harbor Revenue Fund, which fund has been henetofore created and extablished and i herelry
contizaed, and shall be kepe separatc and apan from other monics of the Cry. Said fand shallbe 2
contisuing fund not subject to wansfer gt the clese of the fiscal year.

&)

The money depotited in the Harbor Revenue Fund may, from time to time, be invested in accor-
dance with the provizions of apphcable legmilation of the St of Californa providing for the in-
vestmen? and Feimveitment of sny monied in sny siaking fusd of asy susplus monies in (e Measary
of cities in the State, all interest, carnings, income of profits from the investment of said moncy
shall lkewse be deposited to the credit of sasd fund.

&)

Muonies credited 1o the Harbar Revesue Fissd may be sppropraated and ased ony for the fullowing

]
i

For the ¥ S of pi ting. conducting, ging and operating the Harbor De-
partmient, Exhiding. bt st limited o, the operation. fepair and af 3l hatbot of port
mmuﬁnm hthh-dmmﬂ. owntd comtrolled or operated
Iy the City, fior the promon of RTEEAton, or fishery,
auﬁnmw

]
Far the scquisition, constructian, completion and maistenance, 1o (ke extent and in the masner
permined by all applicabls Lw, of harbor and parn smgrovements, buildmgs, work, uidlities, sgphi-
ances, facilitics, and water crafl, for the promotion and accommodation of cammernce, navigation,
recreation of fishery, o wsed i connection therewnh, and for all other enprovements and betterments
Mhhﬁ“ﬂmmﬁmﬂ.mmmefﬁrﬁ
parienent. inchading the purchase o cond of y lands amd other property and prop-
mmwﬂmdmmﬁdhﬂmmmﬂmh
conazent of the City Council,
3
For the payment of the principal or inberest, or both, of karbor improvement bonds, either general
obligation bands of frrvenue bonda, issued for harbor Emprovemnents:
i)
For ibe transiier to ihe Tideland Operating Fund ot the begmnimg of o fiscal year from revenues in
ummmnmmxummmwmcmmwnm
of two-thirds (23] of all its b d by resobation, to be fequired to meet the lawfal ob-
WﬂMWMMMMIﬁMmMHHW
cead ten percent (10%) of the net incoms: of the Harbor Depastment ax shown on the most recent
available ndependently sudited (inancial satements; and furthet provided that such ansfer of fisnds
shall be subiject 10 the prior approval of a majonty ef all membees of the Board of Hasbor Conmis-
and ng thar he fands p o be

Port 0f Long Beach Expenses, Transfers To City

Expenses for allocated or mandated services include the fire department, general city
everhead, the health depanment, information services burcau, maring bureau and the
police department. The Long Beach Harbor Department reimbursed the city s General
Fund or ather appropriate fund anmually for those services.

‘The column listing purchases and requested services are items the Long Beach Harbor
Department requesicd that had costs or fees attached 1o them, mchsding: plan check
fees, traffic and swreet lights, reprographics, gas'water and sewer usage, and the utility
user’s tax, which is 5% on phone, electric, waler and gas usage.

The 10 percent transfer began in 1995 with the harbor transfering the money for use
by the Tidelands Fund.

It should be noted that in her “Hasbor Department Transfer Analysis Repon”™ dated
June 2010, City Audnior Laura Doud said: “The expenses related to fire and safety cons
wist primanly of costs chasged by the City for police and fire services (10 the harbor de-
partment]. Fire and safery costs have consistently incressed from $8.8 million in FY
2003 1o $14.5 million in FY 2008."

" Aliocated Or Furchases & Tramster Of 10%
Fiscal Mardated Requested Ket Income To
Year Sarvica Services Tidetangs Fund
1990 $6,363.216 £1,974 962 a
19491 §7.400,161 51,525,329 o
1992 $7.653,051 52,199 864 1]
1993 $7.049,375 2,258,104 o
19494 §5.881 442 £2.252.9318 [}
1995 56,635,784 £2,052.437 $2,674,000
1996~ §8,328.050 £5,015,043 55,227,000
1997 $6,859,144 $§3.462.271 $4,879,000
1998 $7,068,501 $2,900,123 9,077,000
1999 8,491 923 52,923,290 §7.542.200
2000 §9.895,257 $3,048,492 £6,244 800
2001 £10,080.256 £3.625 436 6,150,900
2002 $9,363,510 £2,538,728 4,314,400
2003 11,388,395 52,042,070 55,676,900
2004 $12,310,411 51,935,896 £9,057 694
2005 13,091,529 51,536,153 56,850,777
2006 $15.019.483 $1176,195 59,499 680
2007 £18,096,383 £2,010,696 §14,222,184
2008 S$18.236,746 £2.979.380 §15,399.535
2009 520,593,601 52,696,811 S16,059.4564
2010° £19.121.001 SL632.19 $26.507.678

S226 130830 £53,116433 S158,383.221

*Fiscal year ran |$ months. City chamged its fiscal year from July 1 ta October 1.
**Through early September 2010. Source: Long Beach Harbor Department.

siomers, finding s
ﬂﬂhmﬂiwwm MMImmm
peascs and capital projocts, and that such trassfer will mod resull in insufTicient flands to pay the prine
cipal and interess as they fall due, or otherwise impasr the ability 1o meet covenants, of general
oblygation or revenue boads mased for harbor purposes. All such trarafers shall be made by journal
entry on the books of the City in the manser & imed by the City M.




EXHIBIT B

Comments by George Cunningham
Before joint meeting of Propeller Club & HAIC
October 14, 2010

Good afternoon Propeller Club members and guests. Ilere we are,
together again — the George and Bill show or maybe it’s the Bill and
George show, according to which one of us you are talking to.

We do have serious stuff to talk about today - Proposition D.

If you read the description of Proposition D on the ballot, it sounds
very innocent. One — Prop D will change the formula for the annual
transfer of port revenues from the port to the city Tidelands
Operating Fund, from a maximum of 10 percent of the net earnings
to a maximum of 5 percent of the gross.

And Two - it will give the city authority over all oil interests in the
port district.

The ballot argument for Proposition D is that it will create a more
transparent, fair, and reliable funding method for the Harbor
Department (the Port of Long Beach) to help keep our coastal areas
clean and safe.

There is no ballot argument against it. It was rushed through at the
last minute — the initiative was still being tweaked by the City
Attorney on the same night it was approved — and it left little time
for opponents to organize or craft an argument against it. -

Here is what Proposition D is really about. The Port has money, the
city wants it. And power. Members of the City Council want to
extend their power over the port.

Let’s break Prop D down to its components parts.



Proposition D would change the formula for port transfers from 10
percent of net to S percent of gross. The City Hall folks figure that
would amount to a couple extra million dollars a year, based on
recent port budgets. The mayor has even said, a couple of million —
not a big deal when you have a harbor department getting ready to
build a billion dollar bridge to replace one that is slowly falling
apart and to spend hundreds of millions more on new
infrastructure.

The assumption, of course, is that the annual transfer will be a
couple of million more than it was before. But let’s look at it this
way. The volume of containers coming through the port is once
again increasing and is expected to keep on increasing. To handle
all that increase, the port is planning to build new, more efficient
infrastructure.

So while the gross revenues are expected to go up, so are the
expenses. Theoretically under the formula, the port could actually
lose money, but still transfer 5 percent of its gross to the city. Now
obviously, that’s not going to happen.

What is more likely to happen is that the port could cut or downsize
some of its capital expenditures and perhaps some of its costly
environmental programs — which could eliminate hundreds or
thousands of construction jobs, result in dirtier air, and leave the
port lacking the infrastructure it needs if it wants to remain
competitive. And the port could be forced to raise fees to help cover
the revenues lost to the city.

Bond rating agencies, which are watching these developments with
keen interest, could lower the port’s bond ratings, which means it
will cost more money to borrow money and therefore more money
to build new infrastructure.



In fairness, the City Charter currently allows the Harbor
Commission to transfer its earnings to the city Tidelands Operating
Fund, but only IF the money is not needed for “Harbor
Department operations, including without limitation, operating
expenses and capital projects.” The amended charter would not
change that, so the Harbor Commission could just say NO.

But, let’s look at the history. Since 1995, the port has been asked
every year by the city to transfer 10 percent of its net to the
Tidelands Fund. Some of those years, the port was more than $1
billion in debt and its debt service — the interest on that debt — was
one of the largest items on its budget.

And how many times did the Harbor Commission say no? Zero.
From 1995 through 2010, the port has transferred more than $158
million in port revenue to the City Tidelands Fund. The port always
came through for the city, and there is little reason to believe that
would change.

And then there are the port oil properties that the city plans to take
over. The port acquired the oil properties when it bought a 725-acre
oil field superfund site from Union Pacific Resources back in 1994.
It was a negotiated deal. The port got land on which to build
terminals and Union Pacific got a chunk of cash in exchange for a
polluted oil field that was nearing the end of its productive life.

Part of what the port paid for was the oil that remained, but it
wasn’t long before that oil became an expense, not an asset. The
price of oil at the time was such that pumping it out of the ground
cost more than the oil was worth. Only when the price of oil began
to climb, did the oil field become valuable.

The city taking over the field would cut the port out of about $150
million over the next 10 years.



So let’s be clear about something. This is about money. It’s not
about a transparent fair, reliable, funding mechanism to make sure
we have clean beaches. It’s about money and it’s about power.

There’s something that many folks in the community do not
understand. The City of Long Beach does not own the port. The
port is a state trust, supposedly operated by the city for the benefit
of all the people of the state.

The port may be in Long Beach, and the voters in Long Beach may
be the people who get to decide the issue, but what they decide can
have an effect on lots of folks outside the city. The people who grow
cotton or almonds or grapes up in the Central Valley, the people
who work in the warehouses in Ontario or Rancho Cucamonga or in
the railyards in San Bernardino or Barstow. And, of course, for a
lot of you folks in this room who depend on the port for your
livelihood whether you live in Long Beach or Huntington Beach or
Palos Verdes, or Lakewood.

The Harbor Board may be appointed by the Mayor and confirmed
by the City Council, but they also have a fiduciary duty to
everybody in the state, and I have to say that I think they do not
take that duty lightly. Being a Harbor Commissioner is a
prestigious job, but it is also a very demanding job that takes a lot of
time and effort on the part of folks who are successful in their own
rights and usually very busy holding down jobs in their own chosen
fields.

When the City Charter was first adopted, the port was given a large
amount of autonomy so it could conduct its business without getting
caught up in the petty politics of City Hall. The payoff for the city
was that the port would deliver lots of paychecks, lots of business
opportunity, and lots of tax revenues from those jobs and businesses
that locate in the city because of the port.



It’s not like that every place.

If you go across the Bay to the Port of Los Angeles things are very
different. Unlike Long Beach, the Port of Los Angeles is not as
much an autonomous city department. The Los Angeles City

- Council is very much involved in port operations and every
significant decision made by the port may be questioned and
overruled by the City Council.

There are a lot of good people at the Port of Los Angeles, but they
operate in the middle of the political circus. When a new mayor is
elected in Los Angeles, the entire commission is replaced, so port
policy and focus can whipsaw from administration to
administration. And if some board member doesn’t vote the way
the mayor wants, he or she may be gone the following month.

The Port of Los Angeles has been successful despite that
environment, which is a testament to some of the folks that work
there. But that constant environment of political interference is not
healthy or good for the port.

Or go to the Pacific Northwest, the ports there are not departments
of a city. The port commissioners are elected and the taxpayers in
that port district pay to subsidize the port’s operation. If you live in
a $400,000 house in Seattle, for instance, your annual property taxes
will include $87.44 for the Port of Seattle. What taxpayers get for
that money is jobs, economic prosperity and all the good things that
go along with a healthy and vibrant economy.

In Long Beach, on the other hand, the port subsidizes the city. And

- the harbor commission enjoys a fair amount of autonomy in how it
conducts its business. The Long Beach commissioners often publicly
disagree with one another — in a very civil sort of way — and not
every vote is unanimous.



But there are folks that would like to change that. They would like
to have the City Council more involved in port operations and port
decisions. And they would like an even bigger subsidy from the
port. And you see that desire reflected in their actions. -

Proposition D was placed on the ballot at the last minute. Although
it has far-reaching implications, the harbor commission was not
included in the discussion leading up to it. There was no study done
to analyze what the possible repercussions of it would be.

The only thing that even approached a debate was when two Harbor
Commissioners came forward as the measure was being approved
for the ballot to ask for a postponement so the matter could be
discussed. The mayor and the council members one-by-one took the
opportunity to deliver a series of disingenuous and sanctimonious
lectures to the two commissioners.

The basic message was that you work for us, and we don’t want to
hear about you whining about your fiduciary duty to the state of
California. And you have to believe that this was part of a
coordinated effort toward the emasculation of the Harbor
Commission and the usurpation of the board’s power.

Perhaps you could make the argument that the City Council, whose
members have been directly elected by the voters, should have
power over harbor department operations, much as they do it Los
Angeles. But there has been no such argument made. There has
been no discussion. It smells more of a coup than a decision that has
been reached after proper public deliberation.

To be clear. The port is the primary driver for the local economy.

~ In the early 90s, when the cold war ended and the so-called peace
dividend turned out to be an aerospace and military bust, the Navy
moved away and much of the aerospace industry that had supported
the local and regional economy began to dissolve, it was the ports of



Long Beach and Los Angeles that kept the wheels of commerce
turning. This port has been and remains the golden goose for the
city.

For years, the port has enjoyed a period when it had little real
competition. That’s changing. There are competitive threats both
north and south — from Prince Rupert to the Panama Canal. The
local cargo will probably always mostly come through these two
ports, but the discretionary cargo — the cargo headed for points east
of the Rockies — will soon no longer have to.

This is the time that the port needs to prepare for the coming battle
for market share that is about to erupt, because the winners of that
battle are going to be the communities that get the jobs and the
economic benefits that go along with that market share. And to be
ready for that battle, the ports need to be financially strong.

The question that remains unanswered is this: Why can’t the city of
Long Beach live within its means? Huntington Beach doesn’t have a
port. Neither does Manhattan Beach or Newport Beach or Laguna
Beach or Seal Beach or other coastal cities. But somehow they
manage to get along and pay their bills and balance their budgets.

I suspect the answer is simply that Long Beach has become addicted
to port money. And when hard times come, it turns to the port to
once more bail it out. The city budget problems are real.
Everybody is hurting and the city of Long Beach is no exception.

But Proposition D is a long-term change in policy to address a short-
term problem. The economy will at some point recover, and will the
city at that point decide, well we will now stop depending on the port
for our yearly fix? Now we will back off and be financially
responsible.

What do you think?



R 1321440 |eIdURUL] J31YD

U0g uaain ay

@_uﬂ..mtion mEumu_ puog H2v38 ONOT
_, ﬁ _u___ﬂ_ 0.5"_

J 1I9IHX3



wod-gjod-mmm

1T |BIsl Ul 3ullIeis papuny 3q 03 Pa3u ||IM |[BJ1IOYS YLDV

Ajlenuue
%E 1e 9)e|edsa pue TTOZ Ul |g/0ES 1. 14.IS [|IM 1SOD UOI30BIIXD
‘polad STOZ — TTOT dY3 J0j paxIy |qq/0LS 38 32ud 10

pauiejuiew aq ||Im uolleldaidap 240j2q asuadxa
duneusado s,ueaA Joud jo sAep 009 0 2ouUB|Rq YSEeD WNWIUIW Y

STOZ O TTOC
W04 JeaA-19N0-1e3A %G 1B 9sealdul [|IM anuaAal Suiesadp .

pajnpayas se paja|dwod
9q ||!m ue|d |ejided 10d JeaA-aAl) uol||iq T'€S BN YL

3l STy B |

30 501 5 suondwnssy

'




woa-qjod-mmm

|NW¢M ._uwm@ ..... g 9/6% 029% awodU| }oN Hod
6vELS GZZly €921 | 86LL$ | Bumouog pod
| pun
- spuejepiL s, )10
G61L9$ G69$ 00L$ 29% 0} UoNQUIUO0Y
| pod [ejoL
G6$ G6$ 0% C98 1oyl spuejepil

anuanay anuanay -
Bunesad Bunesadp olaz mEnMEnumz i rmm_._mm_” _m_
JO a\nm JO n\“.,.m | %0 | } 1 Spue|apll
pun 4 SPUE|apLL
sAiD Aq
00L% 0% 001L$ 0% POAIS2a] SNUSASY
'O |euoclippy

pun 4 pun4 pung pun .

spuejepiL enuaney | spuejeplL anuaney Gy SILS/NG
Ao 1oq.eH o) joqueH TR
Al i I _ (suoliw = ¢)

LELT UAFTY J i

HOVY3d DNO1 ;

jo 1iod -,.

‘v

SLOC-TTOCZ A4 —SOlIBUDIS




wo> gjod mmm

£28'816'851$ %090 VARA Y
088'8Z1'G0LS %0¥°0 +V/ LY
96/°191'6E$ %S 10 VYV / €ev
150D 1saJ9)u| [enualayiq aley (d%9S/s.Apoo)
[euonippy pajewns3 | 1saisju| pajewns3 Buney

sieaA Q€ 190 sjuawAed [aA3] YIm spuoq ul uolf|iq Z' TS
guiwnsse - sapeJ3umop Jo 1oedwil 3yl SMOYS MO|aq 3|qel 3yl

d3S Aq paies yy pue s,Apoo|A Aq palel Zey SI1Jod @yl

F T

HOV3IE ONOT 5

jouod ¢y

‘™

1S0) 159.191U| [BUOIHIPPY




Long Beach Business Journal

EXHIBIT D
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Harbor Staff Releases Five-Year Forecast
On Measure D; Bond Rating In Jeopardy

By Sean Belk
Staff Writer

Just weeks before the November 2 election, Lang Beach Harbor INTERNAT ONAL
Department staff presented a forecast on how Measure D would 20 ? | St N

impact port revenues and cash flow over the next five years if CITYBANK
passed by voters. The analysis alse examined the polential for a il i )

downgrade in the port's bond rating.

The measure, placed on the ballot by the cily council, would, if

passed by the voters, amend City Charter language regarding the " (562) 436 aaou "

formula used to calculate how much port revenue the city can ) r , oy
request each year (changing from the current 10 percent of net 0249 East DFEQ__:“. Blvd L'mﬂn ach, L. 80802
income o 5 percent of gross operating revenue). Port revenue - ] T
Iransferred to the city can only be allocated to the city's Tidelands Operating Fund, which is used for mainiaining the cily's beaches and
surrounding walerfront areas under state law. The city contends that changing the Charter merely "simplifies the formuia.” The measure
alsa "clarifies” that all oil properties in the city are under the control of the city's gas and oil department, polentialiy costing the port an
estimated 5120 million from current operations over the next four years.

On Qctober 18, Sam Joumbilat, the port’s chief financial officer, gave a brief presentation 10 the Long Beach Board of Harbor
Commissioners al the request of Commissioner Mike Waller.,

The analysis induded a chart showing four financial scenarios that may occur between fiscal years 2011 to 2015, taking inta account oil
revenuas and the city’s annual money transfer request. along with foreseen nel income and the amount of funds to be nomrowed for
capital projects. Staff also discussed what would happen if the port's bond rating was downgraded from its current high "84A" status,

The forecast is based on the assumption thal the port's operating revenues would increase 5 percent year-over-year for the next five
years. The analysis also assumes the current 53.1 billion port capital plan would be completed as scheduled, all environmental
documents would be certified as planned and oil prices would remain at $70 a barre! by the end of that time period,

Under the assumptions, Joumblat presents four scenarios that take into account the cily's annual request for a money transfer along
wilh oil revenues that may change if volers pass Measure [ this eleclion.

In addition to any changes from Measure D, Joumblat presented the patential foss or gain of about $100 million in new ail revenues that
the: city would decide to hand over to gither the harbor department or to the city's Tideland's Operating Fund within Lhe next few years
That pertaing to a contract the city has with Occidental Petroleum (Oxy) for drilling new oil sites localed in the por districl He sa
city has already cut a deal with Oxy that any revenue from any new oil that will be found would be spiit 50 percent betwean the
Tidelands Fund and Oxy. But the analysis assumes the city may decide to give those funds te the porl depending on how things piay
out over time.

The scenario that would give the city’s Tidelands Fund the most maney, given the port stafl's projecied market assumptions, falls under
scenano four, which would be a total port contribution of $125 million by the end of fiscal vear 201 5. That would occur it Measure [
passed and the port granted the city's request of 5 percent operating revenue each year and the $100 million il revenue share would
go salely to the Tidelands Fund.

Scenario ong would give the city the least amount of money. In that case, the port would get the 3100 million in additional oil revenue
insiead of the cily, which would make the port's entire contribution to the city's Tidelands Fund a tolal of $82 millon from fiscel year

2011 to fiscal year 2015,

The difference between scenario one and four is about 5133 million, which is "mare than tripla the status quo.” Joumblal added, or
about $26.6 million per year in more revenues for the tidelands.

http://www.lbbj.com/story.php?id=30 10/25/2010
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Even with oil revenues out of ihe equation, Joumblat points out, just changing the City Charter transfer formula fram 10 percent net
income ($82 million in five years) to & percent gross aperating revenue (S95 million in five years) would still mean that the city's
Tidelands Fund would see a total of 533 million more in funds by the end of the five fiscal years, or about $6.6 million more oer year,

Joumblat estimates that. given all assumptions and with the current bond rating stalus, by the end of 2015, tha part will be borrowing
more money for capital improvement projects while netincome will decrease. regardiass of the projected 5 percent increase in
operaling revenues.

Bond Rating

The port’s financial staff also shared figures on additional interest costs if the port's bond rating drops, assuming $1.2 billien in bonds
with level payments over 30 years.

Earlier this year, Fitch Ralings gave the port an "AA" rating, the second highest, on two series of port bonds, "reflecting the pon's strong
financial position,” according to a press release in March. The higher raling would mean lower rigk 10 inveslors and & lower interes! rate
on debt, This year, the portissued 5218 million in harbor revenueg bonds and up to $354 million in harbor revenue rafunding bonds.

In 19893, the port's bond rating dropped one notch to "AA- " during a very similar time in which the country was experencing a recession
end the state had just begun lo allow the city to start tapping into port reserves.

Joumblat's analysis eslimates that if bond ralings, provided by Moody's and S&P, dropped one. twe or three notches, additional nlerest
costs on debl could range from about $39 million to $158 million. But, in arder for that 1o happen, port staff said that would depend on a
borid rating agency's perception of the port's finances and the rafationship between the port and the cily.

“Some of the questions we've been asked recently are aboul control and additional funding needs and additional transiers 1o the ity
Joumilat said, "So it depends on their perspective,” Also, agencies look at the level of reserves, as the port has increased its capital to
debt coverage ratio to 600 days, and would wanl to make sure adeguale funds cover debt service.

Commissioner Waiter said he would like to see more of an analysis in the future showing how conlainer bralfic or ravenuse would ne
afiectad by the price of oil. "Clearly it impacts our shipping industry.” he said.

Commission President Nick Sramek said he needed more time to go over the new information presented. "I'm slowly trying ©
understand this thing,” he said.

However, Richard Steinke, the port's execulive director, pointad out that al! money transfers to the city's Tideland's Fund are
"discretionary” and under the authority of the harbar commission, regardiess of whether Measure [ passes or not. “If the port saw us
going down that slippery slide, the port staff would certainly make a strong recommendation for some athar arrangemenis to intervene”
he: said. "We don't want to get ourselves inlo a scenario to take that perilous road. .. . We're trying to keep our financial position as
much as possible.” Sleinke added that any unforeseen catastrophic event would make the port even mare cautious of ils financial
situation,

Trade Industry Groups Speak Qut

Meanwhile, on the same day of the commission meeling, the Propelier Club of Los Angeles-Long Beach circulated a press release
indicating that six trade industry organizations have taken a stance against Measure D, urging Long Beach residents to vote ma.” They
say the proposed measure would "threaten local jobs” and lessen the part's competitive edge o remain as a "premier inlernational port
and saolid economic engine for the region.”

Dan Meylor, president of the Los Angeles Customs Brokers and Freighl Forwarders Associatian, staled: "Measure D is just a bad idea
.. City peliticians put it on the ballot without thinking about the negative impact on the local economy, jobs or important projects
2nsuring clean air in the Long Beach Community. It will likely affect the Port's bond ratings and associated borrowing costs, driving up
ihe cost of every project and program and reducing the number of these thal can be accomplished, which in turn will drive discretionary
carga to other ports in the United Sltates.”

The Pacific Merchant Shipping Associalion, Harbor Association of industry & Commerce, Fullire Ports and CALMITSAC also Cppose 1o
the measure,

On October 21, the Long Beach Area Chamber of Comimerce Government Affairs Commillee weighed in with @ near unanimous vole o

oppose Measure D, The chamber board meets Qctober 28, just four days before election day, to consider the commitlee's
recommendation,

http://www.Ibbj.com/story.php?id=30 10/25/2010
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